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This is a book we need – now. Weaving international research, 
philosophic thought, and leadership experience spanning public and 
private sectors, and grounded with a strong sense of being a ‘human’ 
citizen, Girol Karacaoglu beautifully reveals the limitations of our 
current government and public service settings and reconnects us 
to our simple shared human story. He uses this simplicity and clarity 
to throw light on our complex challenges and helps illuminate the 
direction we need to head. A must read for anyone wanting to be of 
service to the public and enhance our collective wellbeing.

– David Hanna, CLD Influencing and Practice Lead, Inspiring 
Communities

A great contribution to the growing wellbeing and public policy 
field and one that is properly holistic. This serious consideration of 
intergenerational impacts of policy making and practical ways of 
making really difficult prioritisation decisions in the contested space 
of public policy moves the field forward in a robust and relevant 
way. Rich and highly relevant to the challenges we are facing. 

– Nancy Hey, Executive Director, What Works Wellbeing
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Deep society-wide crises – like depressions, world wars, pan-
demics – tend to produce new economic thinking. 2020 has 
familiarised many millions with trauma and loss. But it has also 
shaken the hold of the conservative economic doctrine – or mor-
al frame – which has dominated economic policy making across 
the capitalist world for the past four decades, no less, as though 
the very definition of common sense. 

The conservative moral frame
The doctrine feeds a whole cultural ecosystem based on mistrust 
of government and the idea of tax-as-theft – as in politicians’ 
everyday talk of ‘spending taxpayers’ money’ and the ubiqui-
tous use of the phrase ‘tax burden’. The implication is that how 
much you earn is what you deserve from hard work and right-
eousness, and the tax you pay is taken from what is rightfully 
yours. People who are not earning a living are not disciplined, 
therefore deserve their poverty. The public and private sectors 
have mostly opposed interests. ‘Government intervention’, even 
for good social causes, comes at the cost of efficiency and growth. 
The costs of ‘government failure’ are generally higher than the 
costs of ‘market failure’. Low taxes and low public debt make for 
an economically moral society, which gives the wealthy legitima-
tion for their good fortune. 

Foreword
The opening of minds towards 
wellbeing
Robert H. Wade, professor of global political 
economy at the London School of Economics
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What is the root economic idea behind this mindset? The 
world economy should be integrated by the free flow of capital, 
which implies that property rights over the use of capital must 
be protected from mass democracy, from citizens wanting to 
place limits on the global flow of capital. Contrary to common 
understanding, the mindset does not simply oppose states and 
markets, it does not say that markets must be liberated from the 
state; rather, it says that markets must be protected from democ-
racy, and states must first formulate international rules (such as 
through the WTO, the IMF and World Bank) which ensure the 
freedom of capital, and then enforce those rules within their own 
territory, whatever the preferences of their citizens. That coer-
cive function is the primary economic function of the state. The 
EU, with its sacred four freedoms of capital, goods, services and 
labour, represents a triumph of this mindset (Slobodian 2018). 

Notice that the resulting public policy prescriptions have no 
place for the value of community, social connections, common 
purpose, or identification with place (no place for ‘somewhere’ 
people as distinct from ‘anywhere’ people, in David Goodhart’s 
distinction). Implicitly, they sanction egotistical go-getting as the 
modus operandi of the good society. Like it or not, the conserv-
ative doctrine constitutes a coherent moral vision based on the 
premise that the ‘market’ is natural and should be expanded and 
the ‘state’ is artificial and should be limited. It is more coherent 
than anything the social democratic or centre-left moral vision 
has produced. 

‘Fiscal responsibility’, coupled with the state narrowly but 
actively protecting property rights and free capital mobility, 
have won acceptance among politicians, policymakers and econ-
omists because the mindset benefits the asset-rich and those 
enjoying income from owning and managing capital (mostly 
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privately-concerned ‘anywhere’ people). The capitalist classes 
lobby governments directly to institutionalise these conservative 
norms, and indirectly shape the intellectual understanding of 
what constitutes serious policy. Serious policy says, ‘lower public 
borrowing brings lower borrowing costs for the private sector, 
lower public spending brings more scope for private profit-seek-
ing, lower taxes bring higher profits’. Then the visceral appeal of 
‘tax-as-theft’, and ‘a rising tide lifts all boats’, reaches through to 
enough voters to put anything more than modest social democ-
racy and downward income redistribution beyond the reach 
of governments in most western democracies, except to curb 
extreme poverty. 

The outcome of public policy skewed to the interests of the 
wealthy has been a spectacular sluicing up of income to the top of 
the distribution, especially in the USA. Here are a pair of figures 
which illustrate how American society became so bitterly polar-
ised. First, the real income of the richest one percent galloped 
ahead at the average rate of 2.6 percent a year over the 38 years 
from 1979 to 2017. Second, taking the middle class as the 20th to 
the 80th percentile of the income distribution, average income of 
the US middle class grew at the barely perceptible rate of 1.3 per-
cent a year over the same period; and probably grew backwards 
when one adds in healthcare and education, whose costs have 
grown significantly faster than the consumer price index. Anoth-
er pair of figures makes basically the same point. Fifty years ago, 
in 1970, a typical US CEO of a listed firm earned about 20 times as 
much as the typical worker. Today, thanks to ‘globalisation’, and 
to the linked radical changes to procedures for setting manage-
ment pay and bonuses made in the 1990s, the CEO earns about 
350 times as much. 

But right up to a decade ago, the rise of income concentration 
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was a non-problem for economists and most western countries’ 
policymakers. Margaret Thatcher gave the standard rejection in 
her 1990 slap-down of a Labour member of Parliament express-
ing worries about income inequality: ‘The honourable member is 
saying that he would rather that the poor were poorer, provided 
the rich were less rich…. What a policy!’ In 2007, London School 
of Economics professor of economics Willem Buiter said in the 
Financial Times, ‘Poverty bothers me. Inequality does not. I just 
don’t care.’

The doctrine of ‘fiscal responsibility’ justified decades of 
neglect of public services across much of the western world, 
including local government services like public transport, librar-
ies, youth centres, free school meals, swimming pools, and in 
some countries more than others, scandalous under-investment 
in physical infrastructure (notably the USA). The care-home 
industry was given over to private profit-seeking enterprises, 
with a built-in incentive to lower standards of care and underpay 
staff. The health insurance industry was given over to profit-seek-
ing enterprises, with a built-in incentive to minimise people with 
pre-existing conditions and minimise out-payments.

Populist leaders, defined by their claim to speak for ‘the 
real people’ or ‘the silent majority’ and who treat opponents as 
enemies, have swept to power in democracies by appropriat-
ing and exploiting the feelings of helplessness, loneliness and 
resentment among the disadvantaged stoked up by these ‘fiscal 
responsibility’ policies. They offer followers a story of good and 
evil and the sense of personal meaning that comes from fighting 
a holy war. (Almost 90 percent of Trump voters, post election, 
believe the result is illegitimate, feeding the narrative of betrayal 
and injustice; and almost 90 percent say the Biden presidency 
will do ‘lasting harm to the US’.) In this way the leaders direct 



 xiii

mass attention from income concentration, precarious jobs, and 
cuts in public services, and focus it on the existence of Others or 
Thems living in the society (or trying to get in), who take power 
and resources from real people and the silent majority. Former 
President Obama relates in his A promised land that a Republican 
senator told him, ‘I hate to say it, but the worse people feel right 
now, the better it is for us’. He may have hated to say it, but he 
loved to see it. 

But this alone is not enough to give electoral majorities. Pop-
ulist leaders combine it with attracting support and finance 
from the conservative financial and business establishments, 
whose members hold their noses and ignore smelly aspects of 
the personality and administration in exchange for property 
right enforcement, tax cuts, deregulation and opportunities for 
oligarchic enrichment, under the moral banner of ‘fiscal respon-
sibility’.

The received conservative truths about fiscal responsibili-
ty and limited state took a hammering after the North Atlantic 
Financial Crisis of 2008, when governments, led by the G20, 
launched internationally coordinated public spending pro-
grammes to offset the collapse of private spending. But then 
came a ferocious restoration of ‘fiscal responsibility’ across the 
west, as in German finance minister Wolfgang Schäuble’s decla-
ration, ‘austerity is the only cure for the eurozone’ (2011).

The global Covid crisis has forced governments to incur pub-
lic deficits to limit the collapse of private sector production and 
employment on a scale relative to gross domestic product (GDP) 
not seen since the second world war. It has turned the spotlight 
on the decrepit condition of many public infrastructures and 
services, the minimum pay of ‘key’ public sector workers, and 
vast income and education disparities. But what happens once 

Foreword
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the Covid crisis is dealt with? A repeat of 2008 and the hard swing 
back to deregulation and cuts in public services under the ban-
ner of ‘fiscal responsibility’?

Opening economists’ minds 
This time we do see momentum for lasting change in mindset, 
coming from several quarters. For one, the pressure on govern-
ments to run the biggest public deficits since the second world 
war has brought the heterodox doctrine called modern monetary 
theory (MMT) in from the far margins to give some (contested) 
assurance that a government with a sovereign currency can 
safely sustain much higher levels of public debt, provided infla-
tion remains low. MMT contributes to win a broader rejection of 
the ur-metaphor that gave the conservative doctrine much of its 
emotional appeal to the mammalian part of our brain: the gov-
ernment is like a household writ large, and as a household must 
cut its spending when its income falls, so must a government (the 
metaphorical logic behind ‘austerity is the only cure for the euro-
zone’). 

Also, research findings that had previously been confined to 
the margins command more respect. In the past few years, and 
more emphatically in 2020, IMF researchers have published 
findings that run against decades of IMF doctrine: fiscal stim-
ulus can be effective; capital controls can be a valuable tool of 
macroeconomic management; raising public investment by 1 
percent of GDP typically raises private investment by much more 
than 1 percent; and measures to lower income inequality typi-
cally bring growth gains greater than the losses caused by the 
measures to make the redistribution (IMF 2020, Sandbu 2020). 
The IMF’s imprimateur makes it easier for national governments 
to adopt policy norms beyond the Washington consensus.
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Even ‘industrial policy’ no longer provokes a knee-jerk rejection 
– as in ‘governments can’t pick winners’ and ‘the best industrial 
policy is none at all’, mind-numbing slogans echoed in ministries 
of finance and economics around the capitalist world (Wade 2016, 
2017, Cherif et al. 2020). The pandemic has highlighted what was 
in plain sight but mostly unseen – capitalism can work well when 
the government exercises its power to guide the market economy, 
impart ‘directional thrust’, and act as the ultimate absorber of risk 
for investors and for citizens at large. In particular, the state has to 
undertake or induce private sector entities to undertake pre-com-
mercial research in biology, chemistry, physics, maths and AI 
for which there is not sufficient profit incentive – provided that 
the state has a risk-reward contract to receive a share of the later 
commercial profits, as would a venture capitalist. All the time, the 
state-market dilemma must be safely navigated: business needs 
the state and the state needs business; but business can corrupt 
the state, the state can corrupt business (Wade 1995). 

The Covid opening for new economic thinking joins up with 
the older opening made by global warming. The latter has crys-
tallised fundamental issues like ‘is green growth possible?’. 
Those discussions inevitably raise the question of growth itself, 
how we measure it, how we should measure it. Ever since the 
Kennedy government’s Commerce Department in 1961 stuck 
signs on every wall, ‘What have you done for growth today?’ – the 
first time in history that GDP growth had been taken as the num-
ber one (economic) objective of a government – we have rejoiced 
when growth rises by percentage points and lamented when it 
falls by percentage points (notwithstanding that a few years later 
John Kennedy’s brother Robert liked to say during his 1968 pres-
idential campaign that GDP measures everything ‘except that 
which makes life worthwhile’).

Foreword
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 Thinking about global warming cannot avoid the distinction 
between good growth and bad growth. Bad growth includes that 
component of GDP growth attributable to fossil-fuel subsidies, 
whose harmful effects (including on global warming) should 
be subtracted from growth; likewise for expenditures on clear-
ing up the environmental costs ‘externalised’ by private agents 
polluting rivers and cutting forests. We might even include in 
bad growth the increment gained by following New York Times 
journalist Thomas Friedman’s tongue-in-cheek suggestion that 
– thanks to Trump culture making lying into a growth industry 
– we include the ‘lying sector’ with its own GDP line, alongside 
clothing, autos, and financial services (Friedman 2020). 

Still another source of new economic thinking is the spread-
ing worry about the previous ‘non-problem’ of income inequality. 
One indicator is the astonishing sales (hardback and ebook) of 
Thomas Piketty’s Capital – a clunky, 600 plus page book about 
income and wealth inequality: in the first year after publication 
of the English translation, 2014–2015, about 1.5 million copies 
globally – though according to a crude Amazon measure, the 
average Kindle reader stopped on page 12, smashing the previ-
ous record for least pages read long held by Steven Hawking’s A 
brief history of time, whose average Kindle reader stopped on page 
16 (Wade 2014).

Heather Boushey, at the Washington Center for Equitable 
Growth, explained, ‘As someone who advises policy-makers, I 
can tell you there is often this shock: “The economy is growing. 
Why aren’t people feeling it?” The answer is: because they liter-
ally aren’t feeling it.’ (Leonhardt 2018). A woman at a ‘Remain’ 
rally in the north of England (a rally to secure support for Britain 
remaining in the European Union in the coming referendum of 
2016) expressed the same point, more succinctly. The speaker 
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was describing the terrible hit to GDP of Britain’s exit. The wom-
an shouted out, ‘That’s your GDP, not ours!’ Polling evidence sug-
gests that large swathes of the public think that talk about ‘the 
economy’ is talk about some entity unrelated to their own lives 
and employment and wellbeing, it is something related to elites 
and people who talk like robots (Wade 2020). 

The evident real-world unhappiness has filtered through to 
some economists who have begun to focus attention on profes-
sional economic ethics. Economics has been an ethics-free zone, 
much freer than any of the other social sciences, a legacy of neo-
classical economics’ embrace of late nineteenth century physics 
as its model. But 2016 saw the publication of The Oxford handbook 
of professional economic ethics, edited by George DeMartino and 
Deirdre McCloskey, which you might think is a slender pocket-
book but in fact is even fatter and heavier than Piketty’s Capital. 

The sense that free-market capitalism is not delivering is cap-
tured in the trend of responses to questions about satisfaction 
or dissatisfaction with democracy. The rise in dissatisfaction in 
the English-speaking democracies since around 2005, led by the 
USA, is striking. And across 77 democracies, with combined pop-
ulation of 2.4 bn, the percentage of respondents expressing dis-
satisfaction with democracy has exceeded 50 percent in almost 
every year since 2008 (Wolf 2020). We live in a global democratic 
recession. 

The evidence of multiplying discontent has given rise to the 
linked fields of happiness and wellbeing studies. Their central 
paradox is that rising prosperity (measured by GDP) has typi-
cally, at least in high income countries, been accompanied by 
rising unhappiness and mental illness rather than the reverse 
– for example, a rising proportion of people who say they are 
not pleased with how their life has progressed. In response, the 

Foreword
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past two decades have seen an upsurge of attention to societal 
happiness and how to raise it – for example economist Richard 
Layard’s Happiness: lessons from a new science (2005) and psycholo-
gist Oliver James’s Affluenza (2007).

But societal happiness as an objective of economic policy has 
a much older history. Sociologist Richard Titmuss during the sec-
ond world war found, to general surprise, that the war coincided 
with improved mental health. He attributed this not only to the 
cohesive effect of facing a common enemy but also to the impact 
of universal services which became available during the war, 
from free school meals to pensions. These created what Titmuss 
described as ‘less social disparities’, which led to better morale 
and mental health.

Another important contribution came from Tibor Scitovsky 
and The joyless economy in 1976, which engaged directly with the 
paradox that higher incomes do not produce higher happiness, 
suggesting we should measure the latter directly, because of the 
wisdom in the saying ‘we treasure what we measure’. The psy-
chologist Martin Seligman popularised the term ‘wellbeing’ in 
the early 2000s and promoted the ‘positive psychology’ move-
ment for teaching happiness in schools. 

The opening to wellbeing as real (not just rhetorical) national 
objective
Looking on the bright side, the combination of global warm-
ing, soaring income concentration, falling levels of happiness, 
democracy in recession, and now the Covid pandemic might be 
enough to keep policymakers’ and economists’ minds more open 
than in the wake of the 2008 crash even after Covid is back in the 
bottle, more willing to engage with new approaches to previously 
neglected objectives, less zealous to return to fiscal responsibili-
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ty, market discipline, bowling alone and egotistical go-getting as 
the spine of a moral society. This is the context in which to appre-
ciate Girol Karacaoglu’s new book on the design and implemen-
tation of public policy to promote not just wellbeing but intergen-
erational wellbeing ‘as if it mattered’. 1

The book’s direction of travel is given in this statement: 

There is now an emerging consensus on the need to augment 
income with complementary measures of wellbeing in evalu-
ating the success of public policy, since income is not a good 
proxy for all indicators of wellbeing.

It elaborates the moral frame that supports the expansion from 
growth of conventionally measured GDP as our most important 
objective to a multidimensional index of wellbeing, including 
income as one dimension. And it proceeds to spell out how a gov-
ernment, with New Zealand specifics, could make this switch. 

New Zealand has already won plaudits internationally for 
injecting wellbeing as an important objective of government 
policy across the board. Treasury officials travelled the world 
(pre-Covid) describing the process to appreciative audiences. But 
one has to be vigilant against the wellbeing equivalent of ‘green-
washing’ or ‘ESG washing’ (environmental, social, corporate gov-
ernance). When a firm advertises its environmental concern and 
puts the work in the hands of the marketing director rather than 
the CEO or equivalent, you can be fairly sure it is greenwashing. 
Similarly when a department of government, or the government 
as a whole, declares its commitment to wellbeing as its chief 
objective, not GDP growth as such, we have to ask, how much is 

1 Love you joins books about ‘governing the future’ by another member of 
the same School of Government at Victoria University of Wellington of 
which Girol is the current Head of School – namely, Jonathan Boston’s 
Future-proofing the state (ANU Press, 2014), Safeguarding the future (BWB, 
2017) and Governing for the future (Emerald, 2017).

Foreword
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‘wellbeing washing’ a gloss on a website? 
What we citizens want to know – this would need another book 

– is how much difference the introduction of wellbeing objectives 
has made to the advice of officials in Treasury and other depart-
ments over resource allocation (‘taxpayers’ money’), at the top of 
hierarchies and near the bottom, at ‘street level’. We would also 
like to know what are the targets (not just feel-good words) for 
reducing income concentration, as a step towards higher well-
being in society at large. For example, the richest 20 percent in 
Scandinavia have an average income some 3.5 to 4 times that of 
the average of the bottom 20 percent. The figure for the USA and 
UK is 7 to 8 times. New Zealand is 5.6. What could and should be 
done to bring the New Zealand figure down to, say, 5.0 or even 
4.5? Would the costs of doing so outweigh the benefits? 

We would also like to know the steps being taken to strengthen 
New Zealand’s generally weak local governments, in line with the 
localisation principles Girol elaborates (which at a general level 
were endorsed remarkably early in the Municipal Corporations 
Act 1842, as quoted here); steps which should include citizens’ 
assemblies with recommending authority. Such localisation 
might strengthen positive feedback of the wellbeing approach, 
as against the negative feedback sure to come from many of the 
asset-rich and those enjoying income from owning and manag-
ing capital, not to mention many mainstream economists. The 
issue of how to institutionalise positive feedback is critical for the 
sustainability of the wellbeing approach – because its sustaina-
bility runs smack into the collective action problem, that the ben-
efits are widely diffused while many of the costs are concentrated 
on unappreciative asset-owners. 

Put another way, the issue is how to create mechanisms, 
including citizen assemblies, that keep the state operating as a 
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caring and guiding state, without damaging private enterprise, 
rather than operating as the grabbing hand of oligarchic elites 
using wellbeing as a mask for private economic and political gain. 

Yes, ‘fiscal responsibility’ is code for a moral order that priv-
ileges status over fairness; but ‘fiscal irresponsibility’ can be 
even worse — see Argentina and Weimer Republic, most of whose 
citizens longed for a good dose of ‘responsibility’. Yes, modern 
monetary theory usefully expands the legitimate scope of pub-
lic spending; but only where people have confidence in the gov-
ernment’s capacity to run a balanced budget and in the central 
bank’s discipline not to engage in a printing festival, even as it 
speaks favourably of MMT. Yes, more government involvement 
in national resource allocation is needed – active labour market 
policies, public investment bank, R&D policy, wage subsidies, 
affordable housing, libraries, free museums, subsidies to farm-
ers and grocers to offer affordable fruit and vegetables in low-in-
come areas; but there is a thin line between guided capitalism 
and crony-capitalism, as seen in America where it is often more 
profitable to invest in lobbying than in R&D. The problem is that 
these complexities break the binary moral narrative of good and 
bad, and hence do not appeal to many voters, politicians and 
mainstream economists. Post Covid, we will see high tension 
between those demanding ‘re-globalisation’ and a big retrench-
ment in government spending (forgetting that ‘fiscal austerity’ 
was a main reason why a resilient recovery failed to emerge after 
2010), and those pressing to rethink national objectives and the 
role of government.

Girol’s is an important addition to this debate. He steers the 
narrative between the complexities as beautifully and tightly 
woven as a Turkish carpet. Along the way he presents gems like 
these words from Antoine de Saint-Exupery, ‘If you want to build 
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a ship, don’t drum up people to collect wood and don’t assign 
them tasks and work, but rather teach them to long for the end-
less immensity of the sea’. The same for reorienting public policy 
towards wellbeing.



Robert H. Wade is professor of global political economy at the Lon-
don School of Economics. Son of a New Zealand diplomat, edu-
cated at Wellington College, Otago University, Victoria University, 
and Sussex University, he has worked at the Institute of Devel-
opment Studies (Sussex University), the World Bank, Princeton 
University, MIT, and Brown University; and done field work in 
Pitcairn Island, Italy, India, South Korea, Taiwan and inside the 
World Bank. His book Governing the market (1990, 2004) won the 
American Political Science Association’s Best Book or Article in 
Political Economy, 1989–1991. He was awarded the Leontief Prize 
in Economics in 2008.
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In The faith of a heretic (1961), the German philosopher Walter 
Kaufman proposes four cardinal virtues as a foundation for 
answering the following questions: How are we to live? By what 
standards should we judge ourselves? For what virtues should 
we strive? His four cardinal virtues are: ‘humbition’ (a made-up 
word referring to a fusion of humility and ambition), love, cour-
age, and honesty.

It is the second one of these (love) that is the centre of interest 
for this book. Kaufman gives the word a very specific meaning. 
As Wes Cecil, the producer and narrator of the lecture series For-
gotten thinkers, interprets it, ‘I love you’ for Kaufman means: 

‘I desire for you the same way that I desire for me – I want you 
to have what you want, what you wish, what you need, and to 
avoid what you do not want, exactly the same way I feel about 
it for me. Not that I want the same things for you as I do for me; 
but if you think you want something, I have the desire for you 
to get it as strongly as you do.’

In short, ‘I love you’ means that I want you to live the life that 
you want to live. I will be as happy as you, if you do; and as unhap-
py as you, if you don’t.

This book asks and answers the question: how would we 
design, govern, implement, and evaluate public policy if we 
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based it on our love for future generations, true to the meaning 
that Kaufman gives to: ‘I love you’?

We have no idea what future generations will value and how 
they will want to live. Nor do we wish to prescribe how they 
should choose to live – so long as they don’t prevent others from 
living the lives they value. We want to prepare and look after the 
‘wellbeing garden’ (the broader ecosystems) that will provide 
them with the opportunities and capabilities to survive and thrive 
– to flourish in safety. As Walter Benjamin expressed it, ‘We want 
to liberate the future from its deformation in the present’.2

Wellbeing is about the ability of individuals and communities 
to live the lives they value – now and in the future – as an aspect 
of their human rights.3 To prevent the enjoyment of valued lives 
would frustrate those rights. Ensuring justice across generations 
should guide a public policy that has intergenerational wellbeing 
as its objective.

This book covers the processes by which wellbeing-focused 
public policy objectives should be established, prioritised, imple-
mented, managed along the way, funded, and evaluated on an 
ongoing basis – while also ensuring that they remain relevant as 
social preferences change over time. In short, it is about govern-
ing and investing for intergenerational wellbeing.

2 Wellmon (2020).
3 See Hunt (2007) on the evolution of human rights as an idea.
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Bache and Reardon (2016) suggest that the (re)emergence of 
wellbeing as an explicit policy objective over the last ten years or 
so, with the term wellbeing highlighted, reflects a confluence of 
several developments. There is the growing realisation that the 
more recent (say over the last thirty years) primary focus of pub-
lic policy on material sources of wellbeing (economic growth and 
so on) is not delivering the other sources that people care about. 
In fact, these other sources of wellbeing (such as environmental 
quality, social connections, and the absence of poverty in the 
sense of deprivation) are deteriorating. 

This is becoming a global trend, one that is very visible thanks 
to the increasing availability of relevant data. Reflecting growing 
popular discontent and public pressure, there is a strengthening 
political will, supported by such data, financial resources, and 
analytical capability, to do something about it. The term well being 
policy has emerged as a slogan, or umbrella term, for all these 
activities.

The opening remarks of the OECD Secretary-General Angel 
Gurria to the OECD international workshop on Putting well- 
being metrics into policy action (2–4 October 2019), as well as all the 
presentations at that workshop, provide strong confirmation and 
plenty of evidence in support of these claims.

Gurria refers to concerning challenges relating to poverty 

1. Introduction
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and related vulnerabilities, widening economic inequalities (now 
also affecting the middles classes), rising unemployment and 
labour-market insecurities (especially affecting the young), per-
sistent gender divides on pay and other market outcomes, falling 
average life satisfaction, rising mental disorders, fewer people 
reporting that they have friends and family to count on in times of 
need, diminishing voice and influence on what governments do, 
and increasing concerns about climate change and biodiversity.

He concludes by urging governments to rethink their policy 
priorities, balancing the recent focus on sustaining economic 
growth with people-focused policies that promote wellbeing and 
sustainable development. There is a need for an urgent transition 
from measurement to action, to address these issues.

The failure of public policy to deliver better lives for everyone, 
and therefore the need for a radically different approach to public 
policy and public management, constitutes the springboard for 
this book. ‘A key empirically-based argument … is the point that, 
since the Second World War in particular, governments have 
introduced a range of policies in domains closely associated with 
wellbeing (for example in education, health, and social welfare) 
without a discernible impact on aggregate levels of – specifically 
– happiness’.4

As the contributions from several countries to the OECD 
workshop referred to earlier highlighted, there is a strong will 
to address these concerns, and plenty of resources are available 
to do so. There is little evidence to give us confidence, however, 
that we possess the knowhow to convert these into wellbeing 
outcomes. We find ourselves searching for our lost keys under 
the wrong street light, using frameworks, concepts, and tools not 
suited to address the problems at hand.

4 Bache and Reardon (2016), p133.
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Table 1 (extracted from the Wellbeing Budget 2019) shows the 
New Zealand record of this failure. This is not the New Zealand 
we want our grandchildren to inherit. We correctly label the 
problems highlighted in Table 1 as ‘wicked problems’ but seem 
to have no idea how we should tackle them. To use the language 
of Kay and King (2020), they present major risks to our ‘reference 
narratives’ – our core values and long-established way of life as 
a society.

We now have multiple definitions of happiness or wellbeing, 
several academic disciplines bringing a variety of perspectives 
to these concepts, lots of survey-based evidence to identify the 
sources of wellbeing, numerous indicators for each of these 
‘domains of wellbeing’, a multiplicity of measures for each of 
these indicators, reliable estimates of correlations between them, 
methods to do cost-benefit analyses using ‘wellbeing’ (rather than 
dollars) as the ‘currency’ for such analyses, and much more.5

But we seem to be at a loss regarding how to improve well-
being – both the key contributors to wellbeing (such as mental 
health), and wellbeing generally. The purpose of this book is to 
suggest a way of closing this gap and equipping public policy to 
work towards improving wellbeing.

Policy refers to a deliberate effort to influence the outcomes of 
activities (‘deliberative choice of a calculative kind’6) organised 
by businesses, communities, non-government organisations, 
governments, and other entities. It includes the design, imple-
mentation, and evaluation of such efforts, as well as planning for 
responses to failures.

In the case of public policy, which is all about making choic-
es on behalf of society at large (i.e. social or collective choices), 

5 Adler and Fleurbaey 2016; Frijters et al. (2019).
6 Williamson (2000), p597.
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Table 1. Examples of evidence behind the wellbeing budget priorities

Taking mental 
health seriously

Improving child 
wellbeing

Supporting 
Māori and 
Pasifika 
aspirations

Building a 
productive 
nation

Transforming the 
economy

Mental health
In any year, 
one in five New 
Zealanders 
will have a 
diagnosable 
mental illness, 
with three-
quarters of 
lifetime cases 
starting by the 
age of 25

Material 
hardship 
Around 150,000 
children in New 
Zealand live 
in households 
experiencing 
material 
hardship

Living 
standards 
Māori and 
Pacific people 
rank low in 
most measures 
of wellbeing 
relative to the 
rest of the 
population

R&D 
expenditure 
New Zealand 
has low 
research and 
development 
(R&D) 
expenditure 
relative to 
OECD countries

Greenhouse gas 
emissions
New Zealand 
has one of the 
highest per 
capita rates of 
greenhouse gas 
emissions in the 
OECD

Suicide rates 
New Zealand’s 
suicide rate for 
young people is 
among the worst 
in the OECD

Health 
outcomes 
41,000 
children are 
hospitalised 
each year for 
conditions 
associated with 
deprivation

Income level 
disparities 
Māori and 
Pacific people 
have lower 
income levels, 
on average, 
than other 
groups

Future of work 
and automation 
21 percent 
of current 
workforce 
tasks may be 
automated by 
2030

Quality of 
waterways 
Waterways in 
our farming 
areas have 
markedly higher 
pollution than 
in catchments 
dominated 
by native 
vegetation

Homelessness 
One in 100 New 
Zealanders are 
homeless, based 
on the 2013 
Census

Family violence 
New Zealand 
has high rates 
of family 
violence

Educational 
attainment 
Māori and 
Pacific people 
are less likely 
to attain higher 
educational 
qualifications 
than other 
groups

Productivity 
New Zealand’s 
productivity is 
lower relative 
to other OECD 
countries

Soil erosion 
Annual soil 
erosion of 720 
tonnes per 
square kilometre 
is reducing 
our land’s 
productivity and 
harming aquatic 
ecosystems

Young people in 
employment  
12 percent of 
young people 
aged 15–24 
years are not 
in education, 
employment or 
training

Crowded 
housing
Over 40 percent 
of Pacific 
children and 
roughly 25 
percent of 
Māori children 
live in crowded 
homes

Disparities in 
health status 
Māori and 
Pacific people 
are less likely 
to report good, 
very good 
or excellent 
health than 
other groups

Incomes
New Zealand’s 
incomes are in 
the bottom half 
of the OECD 
as measured 
by per capita 
Gross Domestic 
Product (GDP)

Waste
New Zealand’s 
level of waste 
per capita 
has increased 
substantially 
since 2013

Source: New Zealand Government (2019).
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the effort is organised and managed by government, through its 
various agencies and departments. In this context ‘the govern-
ment’ is the generic term we use to refer to any collective agency 
(central, regional, and/or local) through which we may wish to 
organise the production and/or delivery of ‘public goods’ – goods 
or services whose production or consumption benefit or hurt a 
wider group of people than the direct producers and consumers 
of these goods and services.

Public policy can be thought of as the bridge between pri-
vate actions and broader environmental, social, and economic 
outcomes. As individuals and communities try to improve their 
lives, some of their actions have wider benefits such as the cre-
ation of beautiful music or scientific breakthroughs (positive 
externalities, in economists’ language) but they may also incur 
broader costs, such as pollution or epidemics (negative external-
ities). We could think of the main purpose of public policy as fur-
nishing the preconditions for human flourishing by magnifying 
actions that have wider social and environmental benefits, while 
minimising actions that have wider costs.

Public policy has multiple layers. This book delves into the 
design and implementation of public policy at a system level as it 
relates to the ‘large world’.7 It explores and provides an answer to 
the questions, how do we create the natural, social, and economic 
environment (opportunities) where the pursuit of valued lives is 
possible, and fashion the acquisition of the capabilities that enable 
the pursuit of these valued lives?

Why public policy?
Individuals and communities are constantly striving to live the 
lives they value, subject to their capabilities and opportunities, 

7 As Kay and King (2020) refer to it.
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and conditioned by the constraints they encounter. They do so in 
a social setting. The natural question that then arises is, why is it 
the business of government to support their endeavours?

Factors well beyond the control of individuals and commu-
nities will significantly constrain their striving for wellbeing. 
Examples of such factors include environmental quality; the 
infrastructure required to support economic activity (such as 
roads, railways and broadband); the institutions (courts, parlia-
ment and democratic elections) that ensure personal freedoms 
and political voice; and social cohesion. These all have some 
features of ‘public goods’ – sources of wider benefits (‘positive 
externalities’) that enrich individual and social life on a sus-
tained basis.

Individuals and communities (especially smaller ones) would 
have neither the incentives nor the resources to invest adequate-
ly in these public goods, although they would benefit hugely from 
having access to them.

I’m not suggesting here that the benefits associated with these 
positive externalities would not be provided at all in the absence 
of government action. But they may be under-provided. It is likely 
that ‘decentralised market decisions lead to the under-provision 
of public goods such as infrastructure, or the over-provision of 
public bads such as pollution’ (Sachs 2015, p155). Through appro-
priate and deliberate collective action, we may be able to make 
markets, communities, and institutions work more effectively 
and efficiently in delivering these public goods.8

Of course, public policy does not need to be grounded exclu-
sively in such notions of ‘market failure’. Mazzucato (2016) for 
one emphasises the wider role of public policy in the economic 
domain (going beyond simply fixing market and/or system fail-

8 Haldane (2015).
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ures), by drawing on a vast literature on the subject. She, like 
Tirole (2017), highlights the complementary roles of the state and 
markets; Rajan (2019) adds another pillar – communities. Mazzu-
cato argues that when governed effectively and efficiently, ‘the 
State’s visible hand is firm but not heavy, providing the vision 
and the dynamic push (as well as some “nudges”) to make things 
happen that otherwise would not have’.9

In any case, as Schmidt (2015) argues, referring to the ‘fallacy 
of failure thinking’, the debate about ‘market failure’ versus ‘gov-
ernment failure’ as it relates to the common good, is a logically 
and empirically unresolvable ideological debate. From this per-
spective, the search for optimal policies based on an equilibrium 
framework is a meaningless and futile exercise. In a world of 
‘radical uncertainty’ and ‘adaptive complexity’,10 there is no exog-
enously given ‘optimum’ (equilibrium) benchmark against which 
we can assess the performance of markets, the government, or 
any other set of institutions; so ‘failure’ cannot be determined.

Markets, governments and communities are all imperfect 
institutions, whatever that may mean. The key is to acknowledge 
this, as well as the complementary strengths of all these entities 
towards improving overall wellbeing, when they do function 
reasonably well. We should design public policy in a way that 
enhances the governance of all these institutions, with the aim 
of enhancing their collective efficiency and effectiveness in 
improving individual and community wellbeing.

Finally, economics, as a discipline, does not have a monopo-
ly on framing and evaluating public policy. As I will argue, the 
wicked problems we are facing around the world require a multi-
disciplinary approach. There are all kinds of reasons in addition 

9 Mazzucato, 2015, p2.
10 See chapter 2 in this book.
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to economic ones, including moral and ethical, for which govern-
ments may choose to influence individual and community deci-
sions and actions – again because they want to magnify the good 
and minimise the wrong or the harmful from a broader social 
and environmental perspective.

Philosophical and ethical foundations
One cannot develop public policy recommendations in an ethical 
and philosophical void.11 Following Sen (1999, 2009) I take the 
view that wellbeing is all about human beings and the communi-
ties to which they belong having the capabilities and opportuni-
ties (i.e. substantial freedoms) to live the kinds of lives they value, 
and have reason to value.12

The philosophical and ethical foundations on which the policy 
framework of this book are built are well summarised by Layard 
and O’Donnell (2015). After quoting Thomas Jefferson (‘The care 
of human life and happiness […] is the only legitimate object of 
good government’), they write: ‘What should be the goal of pub-
lic policy? We agree with Thomas Jefferson. What matters is the 
quality of life, as people themselves experience it. And the best 
judge of each person’s life is that same person. Is she happy with 
her life; is she satisfied? In a democracy that should be the crite-
rion for good policy.’13

As the United States Declaration of Independence (1776) 
expressed it, ‘We hold these truths to be self-evident, that all men 
are created equal, that they are endowed by their Creator with 
certain unalienable Rights, that among these are Life, Liberty 
and the pursuit of Happiness [my emphasis].’14

11 Sen (2009).
12 See Karacaoglu, King, and Krawczyk (2019), and Reid (2019) for an exten-

sive list of references.
13 Ibid., p77.
14 The emphasis is mine.
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Providing the ‘enablers’ (in the form of improved capabilities 
and opportunities) to achieve a better life is simply a necessary 
condition; it does not guarantee the achievement of better out-
comes, a better life. Indeed, ‘the key idea behind the capabilities 
approach is that individuals differ in their ability to transform 
resources into wellbeing or “flourishing”.’15

Undoubtedly, there are individuals (including young chil-
dren) who, for all sorts of reasons, are not capable of being the 
best judges of their own wellbeing. Under such circumstances, 
the families, other loved ones and immediate communities sur-
rounding them, are best placed to make these decisions for them.

If, to take an example, despite best efforts in the formula-
tion and implementation of public policy, youth suicide keeps 
increasing in communities around the country, should this be 
a concern for public policy as well? Our answer is an emphatic 
‘yes’. The design and implementation of public policy need to be 
accountable for delivering a good life to all citizens, as individual 
citizens themselves wish to live it.



The rest of the book is structured as follows.
In chapter 2, I define wellbeing in terms of the ability of indi-

viduals and communities to live the lives they value, provided 
they do not interfere with others’ rights to do the same. I provide 
six critical and complementary justifications for a radically dif-
ferent approach to public policy when its objective is to enhance 
wellbeing. First, wellbeing is multidimensional. Second, wellbeing 
is intergenerational. Third, the various dimensions and sources 
of wellbeing are strongly interdependent. Fourth, individual lives 
are lived in social settings. Fifth, the ‘large world’ in which our 

15 Chakravarty and Lugo (2016), p246.
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social life is embedded is radically (or fundamentally) uncertain. 
Sixth, both individual and social lives are dominated by adaptive 
complexity and reflexivity. It is the universal and simultaneous 
presence of all six justifications that demand a radically different 
approach to public policy.

Chapter 3 articulates a framework for a wellbeing-focused 
public policy in a world of radical or fundamental uncertainty and 
complexity. At a system level, such a framework has three com-
plementary dimensions. First, an environment (natural, social, 
and economic environment – the ‘wellbeing garden’) which 
makes the pursuit of valued lives possible (i.e. the opportunities). 
Second, investments that provide individuals and communities 
with the capabilities to pursue their valued lives. Third, a shift 
of policy focus from direction to nourishment – from looking for 
‘optimal solutions’ to well-defined problems, to building resilience 
to potential (unknown) systemic risks that threaten valued ways 
of living, partly by encouraging creative responses to systemic 
shocks through both individual initiative and cooperative com-
munity mechanisms.

Chapter 4 further develops the theme that in a world of fun-
damental uncertainty, investing in resilience provides the critical 
bridge to the sustainability of wellbeing across generations. Well-
being-resilience has two key and complementary dimensions: 
surviving and thriving. These will be delivered through invest-
ments that create the capacities to absorb systemic shocks to how 
we want to live (surviving), as well as adapt towards enhancing our 
collective wellbeing in the aftermath of shocks (thriving). In an 
intergenerational context, adaptability also involves the ability to 
respond positively to the changing preferences of younger gen-
erations. The chapter also discusses ways in which resilience to 
potential systemic risks can be built.

Chapter 5 is about governance arrangements underpinning 
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a wellbeing-focused public policy. I argue that, in a world dom-
inated by radical (or fundamental) uncertainty and adaptive 
complexity, a public policy that aspires to deliver sustainable 
wellbeing across generations as its primary outcome, needs to be 
supported by governance arrangements that can deliver five crit-
ical outputs: a long-term focus on policy making; inclusive deci-
sion-making mechanisms that aggregate the wisdom, expertise 
and experience of all stakeholders; institutions that enable and 
encourage (and indeed mandate) an integrated environmental, 
social and economic approach to public policy; a suitable sup-
porting funding infrastructure; and adaptive time consistency, 
that is ongoing alignment of public policy with collective wellbe-
ing as the preferences of society evolve over time.

Chapter 6 places communities at the centre of inclusive poli-
cy processes, and explores different avenues for giving effect to 
inclusivity. Individual and family lives are lived in social settings, 
and the imperative of social cohesion for sustainable wellbeing 
means that the engagement of communities as full participants 
in the end-to-end public policy and management process is crit-
ical. Amartya Sen (2018) refers to this as evidence-informed and 
discussion-based, participatory governance. In a world of adap-
tive complexity, in the absence of genuine community engage-
ment and participation, it is impossible to generate sustainable 
improvements in social cohesion and environmental quality. I 
acknowledge however that localism does not provide a panacea; 
and ensuring genuine participation by communities is a major 
governance challenge in itself.

Chapter 7 is about the assessment of the effectiveness of a 
wellbeing-focused public policy. I argue that four complementary 
types of assessment are required. First, whether more resources 
are being made available to support better lives. Second, whether 
these resources are being converted into higher capabilities and 
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opportunities for a better life. Third, asking people whether their 
lives are improving or not. Fourth, whether public policy is cre-
ating the platform in the form of a suitable wellbeing garden for 
sustainable intergenerational wellbeing.

Chapter 8 looks at policy priorities. I argue that, given where 
New Zealand is right now as a country, the top two priorities of 
a public policy that has intergenerational wellbeing as its pri-
mary objective should be a universal and comprehensive ‘leave 
no one behind’ strategy, complemented by long-term environ-
ment-friendly investments that generate sustained employment 
growth.

Chapter 9 highlights the congruence and alignment of indi-
vidual and social wellbeing. It proposes that when individuals 
live lives that enhance collective wellbeing, their individual well-
being also improves.

This book was substantially completed before the Covid-19 
pandemic rolled across the world. While most unfortunate, this 
event nevertheless provides a perfect platform for rethinking 
public policy in a radically different way. In the epilogue, I take 
the opportunity to highlight how a wellbeing framework can be 
helpful in designing and implementing public policy in response 
to Covid-19 in a way that enhances wellbeing across generations.



I will be using the term ecosystems frequently throughout this 
book. I use this term in the sense of a community of interacting 
organisms and their natural, social, physical and economic envi-
ronments. These organisms can be human beings and non-hu-
mans, as well as institutions (such as the government, courts of 
law, and banks). They may take the form of complex networks, 
or interconnected systems, and their effective and efficient func-
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tioning is critical for, among other things, social cohesion, envi-
ronmental health and financial stability.

One of the most critical messages of this book is that unless 
an integrated environmental, social, cultural and economic pol-
icy framework is adopted, taking into account the critical inter-
dependencies between associated ecosystems, a public policy 
that is focused on intergenerational wellbeing cannot achieve its 
objectives. Human lives are lived in social settings, and society is 
embedded in a natural environment.

There are two other senses in which I advocate an integrat-
ed approach to public policy and public management. The first 
is multi-disciplinarity, drawing on political science, philosophy, 
history, sociology, psychology, biology, and economics to inform 
thinking about public policy. The second is a reference to inclu-
sivity in the processes followed in designing and implementing 
public policy, drawing on the wisdom and experience of all those 
who will be affected by it, across different levels of government, 
the scientific and business communities, and NGOs, as well as 
different genders and ethnicities.

Finally, and critically, I question the usefulness of a public 
policy that is based exclusively on any particular ideology or 
school of thought. Very much in the spirit of Beinhocker’s (2016) 
argument, I believe that the profound environmental, social and 
economic problems we are facing make the traditional left vs 
right debates irrelevant. We have a lot to learn from all schools 
of thought. My aim is to suggest an approach to public policy 
and management that reflects their collective wisdom, towards 
improving human lives now and into the future.
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Our public policy platform is the concept of love introduced in 
the Preface. The objective of public policy is to make it possible 
for individuals and communities to live the kinds of lives they 
value, in the present and into the future without compromising 
others’ rights to do the same. This is what individual and com-
munity wellbeing is all about.

It follows that the key question facing a public policy that has 
intergenerational wellbeing as its objective, and respects the 
rights of individuals and communities to live the lives they value, 
is the following: how do we create the environment in which the 
pursuit of valued lives is possible; and then support universal 
access to the capabilities and opportunities (in terms of the sub-
stantial freedoms) that enable the pursuit of these valued lives?16

By approach to policy, we are referring to the end-to-end pro-
cess of deciding on the challenges and opportunities that public 
policy should be focusing on; governance arrangements; priori-
tisation of outcomes and policies; funding; implementation; eval-
uation along the way, on the basis of effectiveness, efficiency, and 
equity; and planning for the possibility of failure.

In this setting, there are six critical yet complementary justi-
fications underpinning the call for a radically different approach 
to public policy. First, wellbeing is multi-dimensional. Second, 

16 See Sen (1999, 2009), Nussbaum (1999, 2000), and Rawls (1971).

2. Wellbeing and a radically 
different policy approach
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wellbeing is intergenerational. Third, both the various dimensions 
and sources of wellbeing are strongly interdependent. Fourth, 
individual lives are lived in social settings. Fifth, the ‘large world’ 
in which our social life is imbedded is radically (or fundamental-
ly) uncertain.17 Sixth, both individual and social lives are domi-
nated by adaptive complexity and reflexivity.18 It is the universal 
and simultaneous presence of all six justifications that demand a 
radically different approach to public policy.

I want to very briefly anticipate the primary consequences of 
these justifications for the approach to public policy advocated in 
this book before they are explored in detail in the chapters that 
follow.

The multidimensional aspect of wellbeing affects both the 
framing of the objective of public policy and the assessment or 
evaluation of public policy. The focus on intergenerational wellbe-
ing has a major influence on how the policy approach is governed 
and implementation is funded. Interdependence affects the nature 
of the modelling work – in other words the evidence base – that 
informs the prioritisation of both public policies and supporting 
investments. Radical uncertainty shifts the focus of public policy 
from searching for optimal solutions to investing towards build-
ing resilience. Complexity, reflexivity, and the emphasis on social 
settings all affect the implementation of public policy and the 
nature of effective policy interventions, with a critical focus on 
inclusivity and effective participation by all stakeholders, that is 
participatory governance.

Multidimensionality 
Although we do not know, nor do we wish to pass judgement on, 

17 Kay and King (2020).
18 Soros (2013), Arthur (2014).
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Figure 1. The OECD wellbeing framework

Source: OECD (2019 a).

how people want to live their lives, we have the benefit of numer-
ous studies covering a large variety of countries and cultures 
across time to help us identify the main influences on individu-
al wellbeing. In other words, based primarily on robust, survey 
based, empirical evidence, we have a broad sense of the common 
elements of what individuals value.19 These are summarised in 
figure 1.20 

The key dimensions of current wellbeing represented in the 
upper half of figure 1 can be classified under the categories qual-
ity of life (health, work-life balance, knowledge and skills, social 
connections, civic engagement, environment quality, safety, 

19 See Boarini et al. (2014), Smith (2015).
20 See OECD (2020).
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subjective wellbeing) and material conditions (income and wealth, 
work and job quality, housing). These can be conceptualised as 
primary goods, to use Rawls’ term,21 access to which is critical to 
achieving wellbeing in a broad sense.

The fundamental points highlighted by figure 1 and associ-
ated studies referred to above are as follows. Economic growth 
(income and other material sources of wellbeing) are necessary 
but not sufficient for wellbeing. In addition to their material com-
forts people care about many other aspects of life. Income can 
buy some of these other items (such as housing, education, …) 
but not all – for instance, social connections, civic engagement, 
good governance, clean environment. Furthermore, if we only 
focus on income growth, we may actually cause damage to other 
aspects of life that people care about, such as a clean environ-
ment (China), or work-life balance (South Korea).

The complementarity between these key dimensions of well-
being and the well-known Maslow’s hierarchy of needs22 depict-
ed in figure 2 is self-evident. Maslow’s hierarchy suggests that 
primary human needs are physiological: food, water, shelter and 
warmth. These are followed by higher sets of needs, including 
safety, belonging and self-esteem. The highest level in the hierar-
chy of needs is described as self-actualisation and refers to activ-
ities that unlock the unique character and contribution inherent 
in each person that can best be developed if the other more basic 
needs are securely in place.

At the bottom of figure 1 are a set of capital stocks that repre-
sent the resources for future wellbeing: natural capital, human 
capital, social capital, and economic capital. Brief descriptions of 
these can be found in New Zealand Treasury (2019).

21 Rawls (1971), pp90–95.
22 Maslow (1943).
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In terms of these resources for future wellbeing, there are 
emerging concerns on a much wider front than simply material 
resources: 

‘Looking forward, there is no room for complacency. As storm 
clouds gather on the horizon, mainly from environmental and 
social challenges, all OECD countries need to take action if 
they are to maintain today’s well-being for future generations.

‘Nearly two-thirds of people in OECD countries are exposed to 
dangerous levels of air pollution. … Reductions in greenhouse 
gas emissions (GHG) in the OECD are far from sufficient to 
meet climate policy goals and, in almost half of OECD coun-
tries, more species are at risk of extinction. Household debt 
in almost two-thirds of the OECD exceeds annual household 
disposable income and has deepened in a third of member 
states since 2010.

Figure 2. Maslow’s hierarchy of needs

SELF- 
ACTUALISATION

Pursue inner talent
Creativity Fulfilment

SELF-ESTEEM
Achievement Mastery
Recognition Respect

BELONGING – LOVE
Friends Family Spouse Lover

SAFETY
Security Stability Freedom from fear

PHYSIOLOGICAL
Food Water Shelter Warmth

Source: Highgate Counselling Centre,  
http://highgatecounselling.org.uk/members/certificate/CT2%20Paper%201.pdf
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‘While trust in government has improved by 3 percentage 
points on average since 2010, less than half of the population 
across OECD countries trust their institutions, and only 1 in 
3 people feel they have a say in what the government does. 
Women hold just one-third of all seats in OECD parliaments, 
and hence, inclusive decision-making remains a distant goal.

‘Overall, recent advances in well-being have not been matched 
by improvements in the resources needed to sustain well-be-
ing over time. From financial insecurity in households, 
through to climate change, biodiversity loss and threats to 
how democratic institutions perform their functions, we 
need to look beyond maximising well-being today. Ensuring 
continued prosperity for people and the planet will require 
bold and strategic investments in the resources that underpin 
well-being in the longer run.’23

Interdependence
There is a very large and rich literature on the meaning and 
sources of wellbeing.24 Though there is a lot of debate on these 
matters, everyone agrees that the sources of wellbeing are 
diverse, interconnected and complex (figure 3).25

Wellbeing is a state of mind that reflects a set of complex rela-
tionships between material, relational, and subjective domains. 
This interplay must be understood as firmly located in society 
and shaped by social, economic, political, cultural and psycholog-
ical processes.26 Improving wellbeing requires at least as much 
focus on the processes followed as they do on the outcomes being 

23 OECD (2020), p17.
24 Adler and Fleurbaey (2016).
25 Reid (2019).
26 Gough et al. (2007), McGregor (2007), White (2010).



 21

Wellbeing and a radically different policy approach

sought; indeed desired outcomes cannot be achieved unless the 
processes followed are genuinely and effectively inclusive.

This requires a balanced and integrated approach to public 
policy and management, across: the natural environment, soci-
ety, and the economy; generations; society; the centre, regions, 
and communities; the big picture and the detail – a policy that 
sees the big picture but takes care of the detail as well.

Social context
The list of key dimensions of wellbeing in figure 1 relates to 
individual wellbeing. Needless to say, individual lives are lived 
in social settings. There are strong interdependencies between 
individual and community wellbeing.

As Kay and King (2020) explain, societies, communities and 
individuals have a very strong sense of what they value in life – 
the kind of lives they wish to live. Kay and King refer to these as 
‘reference narratives’. The major systemic risk that public policy 
needs to concern itself with is the threat to these reference nar-

Figure 3. Diverse and interconnected sources of human wellbeing
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ratives. If we can give people an assurance that their reference 
narratives will be protected, that provides a platform for creative 
explorations and human flourishing.

In addition, as Helliwell (2019) reports, social sources of well-
being, especially those delivered in person, are of even greater 
importance for subjective wellbeing (one of the key dimensions of  
individual wellbeing listed in figure 1) than previously thought. 
In recent World Happiness Reports, six factors have been found to 
explain three-quarters of the differences in average life evalu-
ations among countries and over time: GDP per capita; healthy 
life expectancy; and an additional four that can be described as 
social factors (having someone to count on in times of trouble; 
a sense of freedom to make life choices; generosity; and trust-
worthy environment, as proxied by the absence of corruption in 
business and government).

The largest gains come from the measure of social support. 
Within the social, the dominance of the local is of first-order 
importance – belonging, in an atmosphere of mutual support and 
trust. This goes far beyond being free from the risk of attack by 
others, as measured for example by fear of walking the streets at 
night, with remedies promised by the gated community; it is the 
capacity to feel embedded in a community where trust, belong-
ing, and mutual support are the accepted norms.27

In short, if our purpose is to improve human lives as people 
wish to live their lives, then we need to place a lot of emphasis on 
the health and wellbeing of the communities in which those lives 
are lived.

In this context, the determinants of cooperative behaviour is 
most critical. Several studies show a very close link between the 
level of trust among the members of a community and the degree 

27 See also Santos (2020).
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of cooperative and pro-social behaviours. In turn, individuals 
living in communities where trust and cooperation are high also 
experience higher levels of individual wellbeing.28

Radical uncertainty
We are trying to improve lives in a world dominated by radical 
uncertainty29 and adaptive complexity.30 In this type of world, which 
is the real world we are living in, there are no buttons to push 
that will generate well-defined outcomes. Which button would 
you push, for example, to ‘solve’ a mental health problem?

Under radical (or fundamental) uncertainty, with the set of pos-
sible states of the world and/or their probabilities unknown, opti-
misation at a public policy level (in the ‘large world’ as Kay and 
King (2020) label it) becomes impossible. While we may have a 
broad idea of the types of catastrophes our natural environment, 
society, and economy are most likely to be exposed to, we simply 
do not know what the future will look like.

We live in a world of radical uncertainty in which our under-
standing of the present is imperfect, our understanding of the 
future even more limited, and in which no one person or organ-
isation can hold the range of information required to arrive at 
the best explanation. Narrative reasoning is the most powerful 
mechanism available for organising our imperfect knowledge. 
Understanding the complex world is a matter of constructing 
the best explanation – a narrative account – from a myriad of 
little details and the knowledge of context derived from personal 
experience and the experience of others.31

In the kind of world where we design and implement public 

28 See Carattini and Roesti (2020) for supporting evidence.
29 Kay and King (2020), King (2016), chapter 4.
30 Arthur (2014).
31 Kay and King (2020), Kindle p6041.
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policy, there is neither an optimal (or indeed maximal) solution 
we can jump to, nor a clear destination we can grope towards; 
there is complete uncertainty – both about future preferences 
and future possibilities. At a system level, the whole purpose of 
public policy is to create resilience towards unknown unknowns 
by investing in shock absorbing and creative capacities, so that 
current and future generations can survive and thrive.

Adaptive complexity
Under adaptive complexity, particularly in a social context, actions 
and outcomes cannot be separated. There is reflexivity: there are 
no external (exogenous) social or economic facts that are inde-
pendent of our actions. Individuals’ actions and interactions with 
others influence the social and economic outcomes that emerge, 
which in turn lead to reactions, and on it goes.32

One of the main teachings of complexity economics is that 
creative ideas are primarily generated bottom up – not top down 
– through interactions and cross-fertilisations of ideas promul-
gated by human contacts via various means. A critical role for 
the policy maker is that of supporting and connecting. Creativity 
remains the source of innovation, technological progress and 
prosperity under all frameworks – how we encourage and sup-
port it is the point of difference. Think of a landscaper instead of 
an architect; their focus is on creating the right ecosystems for 
people, communities and ideas to flourish.

32 Soros (2003).
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How do we frame a wellbeing-focused public policy in a radically 
(or fundamentally) uncertain and complex world?

At a broader (system) level, such a framework would have 
three complementary dimensions. First, to create the environ-
ment (natural, social, and economic environment – the ‘wellbeing 
garden’) which makes the pursuit of valued lives possible (i.e. the 
opportunities). Second, to support the investments that provide 
individuals and communities with the capabilities to pursue their 
valued lives. Third, to shift the focus of policy from direction to 
nourishment – from looking for optimal solutions to well-defined 
problems to building resilience to unknown potential systemic 
risks that threaten valued ways of living, as well as encouraging 
creative responses through cooperative community mecha-
nisms.33

In an intergenerational context, systemic resilience has three 
distinct but complementary attributes. First is shock-absorbing 
capacity (for example, following earthquakes, financial-system 
disruptions, or social disruptions); second is adaptability in the 
aftermath of shocks; third is creativity and inventiveness (which 
are critical ingredients of adaptability) – underpinned by indi-
vidual freedoms and social cohesion.

In what follows, we take the messiness (that is, uncertainty 

33 See also Ostrom (2009).

3. Public policy in a radically 
different world
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and complexity) of the environment in which human lives are 
lived and public policy is implemented as a given. We then adopt 
the following foundational concepts and principles for a wellbe-
ing-focused public policy – and follow them through consistently 
in our analysis and recommendations in this book.

First, wellbeing is associated with the capabilities and oppor-
tunities of individuals and communities to live the lives they val-
ue. Second, we respect the rights of individuals and communities 
to choose and live the lives they value. Third, valued lives are 
diverse, and are history-, time-, culture- and context-dependent. 
Fourth, lives are lived in social settings. Fifth, we want everyone 
to live the lives they value – provided they respect others’ rights 
to do the same. Sixth, everyone includes future generations. 
Finally, the future is radically, or fundamentally, uncertain.

It follows that the broader environment in which wellbeing is 
attainable on a sustainable basis across generations would have 
the following characteristics. A natural environment conducive 
to human life, which means that environmental quality matters. 
Broader material and financial conditions need to be conducive 
to the pursuit of material prosperity. People have access to the 
rights and liberties (i.e. the personal freedoms) to choose and 
enjoy all aspects of their lives. They also need to have an effective 
voice, sharing the power to influence collective decisions. They 
need to experience safety and security. They need to be able to 
live together in peace and harmony with social cohesion. There 
needs to be equitable access to all the public-goods sources of 
wellbeing.

These are precisely the systemic outcomes that public policy 
needs to deliver. They represent some of the critical domains 
of public policy, and they can be delivered only through public 
policy because they each have very strong public good charac-
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teristics. Given the huge number of positive externalities asso-
ciated with each, individuals or small communities will tend to 
under-invest in the sources of these public goods, which means 
that they will be under-provided.

To use a term that I learned from Othmar Winkler (2009), we 
need a ‘macroscope’ to bring the multiple developments in our 
natural environment, society and economy together so that we 
can see the big picture. This in turn helps us to develop frame-
works for analysing and improving this picture. The wellbeing 
framework provides such a macroscope for public policy.

Figure 4 conceptualises the primary systemic purpose of a 
wellbeing-focused public policy as the enlargement of the well-
being garden (or a wellbeing frontier), in which social life takes 
place, now and into the future. The perimeter of the wellbeing 
garden is defined by five posts that are tied together by a ribbon 
that surrounds them.

Moving clockwise, the first four posts represent the environ-
mental, economic, political/legal and social outcomes (or oppor-
tunities) that underpin wellbeing. These are the key dimensions 
of the social and individual reference narratives, as Kay and King 
(2020) refer to them. The fifth post to which the ribbon is tied, 
represents the moral imperatives, in terms of equity and fair-
ness (achieved by universal access to these outcomes), on which 
a wellbeing garden would be based. Thus, it is not only the availa-
bility of these first four outcomes that underpin sustained social 
wellbeing, but equal access to them by all members of society – 
which is what the aspiration of leaving no one behind is all about.

These are precisely the systemic outcomes that a wellbe-
ing-focused public investment strategy would be pursuing. 
They provide the environment (natural, social, political/legal, 
economic, and moral foundations) which makes the pursuit of 
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valued lives possible (i.e. the opportunities). The key focus of the 
strategy would be to invest towards building systemic resilience 
to potential threats to the key pillars that define the way we wish 
to live, to our reference narratives. The components of systemic 
resilience that sit in the middle of figure 4 provide individuals 
and communities with the capabilities to pursue their valued 
lives.

It is worth re-emphasising that all these pillars or posts that 
surround the wellbeing garden, thus defining its boundaries as 
well as representing the foundations of sustainable collective 
wellbeing, are strongly interdependent. By way of examples, if 
social cohesion collapses so too does potential economic growth. 

Figure 4. Wellbeing garden
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If we cause serious harm to the natural environment, we end 
up compromising our economic growth potential. And so on. 
Our public investment decision environment should be strongly 
aware of these interdependencies, and deliberately exploit them 
in designing and implementing long-term public investments 
towards enlarging the wellbeing garden.

The critical policy question is this: what should the focus of 
these investment strategies be? With intergenerational wellbeing 
as our primary focus, and given the substantial uncertainty of 
the future, achieving systemic resilience emerges as a critical out-
put of public policy. Investing in resilience provides the bridge to 
achieving sustainable intergenerational wellbeing in a world of 
fundamental uncertainty. By expanding the wellbeing garden we 
would also be enhancing the resilience of our society, now and in 
the future.

The key components of systemic resilience that we need to 
invest in, towards enlarging the wellbeing garden, are pictured 
in the middle of figure 4. In summary, investing in:

 Social resilience delivers social cohesion.

 Human resilience provides a major platform for equity.

 Democratic resilience underpins the protection of individual 
freedoms (rights and liberties) and political voice.

 Economic and financial resilience enhances potential economic 
growth.

 Environmental resilience helps sustain environmental quality.

In a decision environment of radical uncertainty, there are no 
optimisation problems to be ‘solved’. Instead, there are safe and 
creative wellbeing gardens to be created through appropriate 
enhancements of the types of systemic resilience that sit in the 



 30

Love you – Public policy for intergenerational wellbeing

middle of figure 4. What we have in mind are long-term invest-
ments in ecosystems (including institutions) that will provide a 
fertile ground for the outcomes that surround the wellbeing gar-
den to emerge, and endure across generations.

Good strategies for a radically uncertain world acknowledge 
that we do not know what the future will hold. Such strategies 
imagine alternative future scenarios, and ensure that plans are 
robust and resilient to a range of plausible alternatives.34 Radical 
uncertainty provides the opportunity for entrepreneurship, and 
is fundamental to an understanding of social, technological and 
economic progress.35 If, through appropriate investments, we 
can somehow protect our way of life – our reference narrative – 
this would provide a safe platform from which we can launch our 
creative explorations towards flourishing. This is precisely what 
systemic resilience is meant to deliver.

‘This new economic thinking may also provide the foundation 
for new political narratives. Eric Liu and Nick Hanauer, in their 
2011 book The gardens of democracy, explore the possible shape of 
such a narrative. They liken the narratives of traditional econom-
ics to “machine-thinking” and advocate a shift to “garden-think-
ing” that emphasises the dynamic, constantly evolving nature 
of the economy, and the interconnectedness of society. The state 
then plays the role of a gardener helping create the conditions in 
which the garden of society can flourish.’36

This thinking and approach is also perfectly aligned with the 
Darwinian theory of evolution.37 Darwin recognised the critical 
influence of environmental factors – in this case the natural envi-
ronment – on the chances for the survival and thriving of species. 

34 Kay and King (2020), Kindle p6232.
35 Ibid, p6342.
36 Beinhocker (2016).
37 Darwin (2003).
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Here we are focused on identifying, and then deliberately investing 
in, the environmental, social, and economic ecosystems that sup-
port the surviving and thriving of individuals and communities.

As Sir Paul Nurse explains in his interview with Jim Mora on 
Radio New Zealand38, there are five great ideas of biology that 
characterise living things. One of these is that all life evolves by 
natural selection; this is a way of living things acquiring purpose 
and excellent adaption to their environment and how they live 
without being designed – evolution by natural selection delivers 
purpose without design. Maybe God (the creator) created a sys-
tem that could evolve in this way – a very beautiful mechanism 
– maybe more beautiful than the individual creation of lots and 
lots of different species. Or, as Carlos Rovelli puts it, ‘There is no 
such thing as intentionality in nature. It isn’t design that directs 
the combination of things, but it is the combination of things that 
gave rise to intentionality.’39

One could then imagine the distinctive role of public policy, in 
total alignment with the intent of Paul Nurse’s creator, as setting 
up a social system that has the capacity to evolve, sustainably, 
into the indefinite future, without design, that is without prede-
termining the ultimate shape or destination of such an evolution. 
The primary focus of such a public policy would then be to ensure 
that human beings have the opportunities and capabilities to 
participate in, contribute to, and benefit from that evolution. The 
pillars that surround the wellbeing garden of figure 4 represent 
the key systemic ingredients of that social system, which collec-
tively ensure the sustainability of wellbeing into the uncertain 
future – without any presumption that we can pre-design where 
it may head towards. 

38 Nurse (2020).
39 Rovelli (2020), pp94–5.
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How we undertake these investments is explored in some 
detail in chapter 5. Suffice it to emphasise at this stage, that 
there is no one-to-one relationship between investments in the 
capital stocks that sit at the bottom of figure 1 and the compo-
nents of systemic resilience that sit in the middle of figure 4. In 
fact, investments in various types of capital will be required to 
deliver each type of systemic resilience. For example, delivering 
environmental resilience will require investments in natural 
capital, but also human capital (in the form of education), as well 
economic capital of the sort that operates with clean technology.

Even then, these foundations are necessary but not sufficient 
for delivering the desired wellbeing outcomes to the citizens. 
Consequently, the domain of public policy also includes govern-
ance and management processes for the effective delivery of 
these outcomes in an equitable and fair manner. This is where 
the role of communities becomes so important.

Once we decide to respect the rights of individuals and com-
munities to choose and live the lives they value and acknowledge 
that valued lives are diverse, and are history-, time-, culture- and 
context-dependent, the processes we follow in designing, prioritis-
ing and implementing public policy become critical in achieving 
the ultimate objectives of public policy.

The degree of inclusiveness of these processes is of primary 
importance. The fact that individual and family lives are lived in 
social settings, and the imperative of social cohesion for sustain-
able wellbeing, makes the engagement of communities as full par-
ticipants with the whole public policy and management process 
critical. We expand on this theme in chapter 6.

Welfare state vs wellbeing state
This is a good point to distinguish between a welfare state and a 
wellbeing state. This is a contentious matter from a purely eco-
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nomic policy perspective, as going through the economics litera-
ture over many decades, one sees the terms welfare and wellbe-
ing being used interchangeably; not always, but most of the time.

However, that is beside the point. There is in fact a funda-
mental difference between the mid-20th century ‘entitlement 
state’ (welfare state) and the early-21st century ‘enablement and 
self-empowerment state’ (wellbeing state).40

A welfare state focuses on delivering welfare itself, through 
redistribution of income and other direct sources of wellbeing, 
funded through taxation, social insurance or borrowing which 
will eventually need to be repaid through future taxation.

A wellbeing state, on the other hand, is focused on enabling 
individuals and communities to look after themselves through 
appropriate investments in the ecosystems that sit in the middle 
of figure 4, again funded with taxation and borrowing.

The role of a welfare state is to deliver welfare directly to those 
in need. Agency is typically assumed to reside with the govern-
ment. A wellbeing state, on the other hand, aims to expand the 
opportunities and capabilities (i.e. substantial freedoms) of indi-
viduals to enhance their own wellbeing, underpinned by appro-
priate incentive structures. Its primary purpose is to enable the 
individuals and communities to live the lives they value. 

Agency for improving wellbeing rests primarily with the indi-
viduals. The responsibility of citizens is to be actively engaged 
in pursuing what they want. Unless their circumstances make it 
inevitable, they cannot be passive recipients of what they value.41 
To the extent that welfare payments or support is required, it is 
strongly conditional on recipients’ best efforts towards improv-
ing their lives.

40 Cadogan (2013). [Italicised terms reflect my associations in the context of 
this book.]

41 Dalziel and Saunders (2014), Sen (2009).
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A wellbeing state is the steward on behalf of current and 
future generations of the ecosystems that underpin the types of 
systemic resilience represented in the middle of figure 4. While 
individuals do manage their own assets (including human capi-
tal), only a representative government can take a systems view, 
dealing with systemic risks and opportunities.

The evolution of public policy – or social policy to be more 
precise – over the centuries may also provide useful background 
and context to this distinction.

Broadly speaking, the aim of social policy is to improve people’s 
lives. The most obvious way to do this is to lift people out of pover-
ty, which is broadly defined as lack of access to what they need or 
value. It is to reduce and ultimately eliminate deprivation from the 
sources of wellbeing. The imperative of looking after the poor goes 
back 3,000 years and is a common theme across humanity, includ-
ing Chinese, Christian, Hindu, Islamic and Jewish traditions.

A distinct additional, and possibly complementary, aim of 
social policy may be to improve the opportunities for people to 
live better lives. For example, this could be achieved through 
better access to education, health services, employment, housing 
and so on. It also involves removing inequities regarding such 
access across, say, genders, ethnicities, and age groups.

We can summarise the evolution of social policy in the indus-
trialised economies of Europe (including the Scandinavian 
countries), the USA, the UK, Canada, Australia and New Zealand, 
using the parameters above as a prism. When we do that, we 
could broadly describe the evolution of social policy since the 
end of the 19th century as follows:42

 From being tax- (pay as you go) funded, to being social-insur-
ance (save as you go) funded.

42 Boston (2019), Cadogan (2013).
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 From being primarily focused on helping the poor and needy, 
to adopting a widening welfare state role, and then towards 
adopting an enabling role.

 From individual responsibility, to broader state responsibili-
ty, back towards individual and family responsibility.

 From being universal, to becoming targeted (means-tested).

 From being a provider, to becoming an enabler.

 From an ideology of welfarism, to a wellbeing (social invest-
ment) focus.

Building on this broad-brush narrative:

‘the basic regime changes in welfare can be briefly described 
as follows. The laissez faire liberal state can be identified 
as existing from its 1770s inceptions until the 1870s before 
another paradigm began to modify it, that of the dirigiste lib-
eral state, which sought to “correct” capitalism, through reg-
ulatory instruments, and by establishing Government-Owned 
Companies (GOCs) and State-Owned Enterprises (SOEs).

‘The main period of this post-classical liberalism in setting up 
the “enterprise state” and social provision state lay between 
the 1870s and the 1910s in countries ranging from the United 
Kingdom, to New Zealand, Germany, Austro-Hungary, United 
States state governments and Italy.’43 

Welfarism is a much more modern concept. It represents a grad-
ual:

‘response of the liberal state to modernising industrial cap-
italist economies … 19th century reactions to the Industrial 
Revolution were transformed into the mid-20th century wel-
fare state. The brutal Poor Laws system became the late Victo-

43 Cadogan (2013), p3.
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rian and Edwardian pension or social insurance state, which 
in turn became the mid-20th century welfare state.

‘The welfare state … came under review from the late 1970s 
in all OECD polities. The 1970s oil shock crises precipitated 
a profound review of the mixed economy state that brought 
about the emancipation of capital and of the markets that we 
know as neoliberalism. Prometheus was unbound.

‘The welfare systems [were] made to do what they were argu-
ably not set up to do: to provide long-term living standards 
support for large, unproductive sectors of the population and 
to subsidise the active economy. Instead of providing social 
safety nets to support the poor, the disabled and dependent, 
welfare states [were] converted into routine and universalised 
mechanisms of domestic economics. As infrastructure, they 
[became] the support systems for normal capitalist produc-
tion. … The outright poor and unemployed and single mothers 
have been in constant hazard of stigmatisation.

‘A marked shift has also occurred from the more utopian and 
therapeutic and “social engineering” aspirations of the mid-
20th century towards the new governance and regulation of 
“responsibilitisation”. Although a prolonged crisis has beset 
welfare provision in OECD nations since the financial crisis 
of 2008, the turn towards responsibilitisation is much older, 
dating from around 1990.

‘Today, the sustainability and morality of publicly supported 
welfare systems are being debated pro and con at an intensity 
never experienced before. Opinion polls arguably show the 
greatest scepticism of welfare and antipathy to welfare recipi-
ents since the welfare state commenced.’44

44 Cadogan (2013), pp3–4.
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It is most important to note in this context that:

‘In the early days of the European welfare state, social and 
economic policies were seen as working in the same direction. 
This view persisted for several decades. When, in the United 
Kingdom, Beveridge drew up his 1942 plan for postwar social 
security, he collaborated with Keynes to ensure that macro-
economic and social policy worked together, notably via the 
role of social transfers in providing automatic stabilisers.

‘In the United States, Moses Abramovitz argued that “the sup-
port of income minima, health care, social insurance, and 
other elements of the welfare state, was [...] a part of the pro-
ductivity growth process itself”. Only later in the 1980s and 
1990s, did the predominant view shift and come to see social 
protection as an impediment, rather than as a complement, to 
economic performance.’45

Following the 2017 general election, and faced with the realities 
depicted in table 1, we (in New Zealand) are now experimenting 
with what can be described as a wellbeing approach to social pol-
icy. The essence of this approach is empowerment and enable-
ment through appropriate public investments; an enhanced ver-
sion of the ‘social investment approach’ adopted by the 2008–17 
National Party led government.

45 Atkinson (2015), p265.
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In a world of substantive uncertainty, investing in resilience 
provides the critical bridge to the sustainability of wellbeing 
across generations. It is by investing in systemic resilience that 
we expand the wellbeing garden in an intergenerational setting. 
This can be achieved through appropriate, and complementary, 
public and private investments in the ecosystems that sit in the 
middle of figure 4 in chapter 3.

As already noted, in this context, wellbeing-resilience has 
two key and complementary dimensions – surviving and thriving. 
It is equity and fairness, in terms of having access to all forms 
of systemic resilience, that provide the glue to sustainability of 
wellbeing across generations.

Resilience can be usefully defined as the ability to prepare and 
plan for, absorb, recover from, and more successfully adapt to 
adverse events (National Research Council 2012). It refers to the 
capability of the economy and society to respond to significant 
systemic shocks, while continuing to operate reasonably effec-
tively and efficiently in the aftermath – measured, in principle, 
in terms of the speed and cost of adaptation. A system may show 
resilience to major systemic shocks not necessarily by return-
ing exactly to its previous state following a shock, but instead by 
finding different ways to carry out essential functions; that is, by 
adapting.

4. Resilience as a platform for 
sustained prosperity
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In an intergenerational context, systemic resilience has three 
distinct but complementary attributes: first is shock-absorbing 
capacity (for example following earthquakes, financial-system 
disruptions, or social disruptions); second is adaptability in the 
aftermath of shocks; and third is creativity and inventiveness 
(which are critical ingredients of adaptability), underpinned by 
individual freedoms and social cohesion.

To paraphrase North (1994), in a dynamic context, adaptive 
rather than allocative efficiency is the key to long run wellbeing. 
Successful economic, political, and social systems have evolved 
flexible institutional structures that can survive the shocks and 
changes that are part of successful evolution.

In a world of complexity and radical uncertainty, individuals 
and communities do not know the best course of action open to 
them. In fact, there is no objective, independent of our actions, best 
course of action to be discovered and implemented. Individuals 
constantly strive and experiment towards improving their lives 
or preserving the ways of living they value. The primary focus of 
policy then shifts to encouraging and incentivising individuals to 
continue doing so, while expanding the boundaries within which 
this ongoing experimentation takes place, as well as monitoring 
and ensuring that these boundaries are not crossed.46

Haldane (2018), partly based on the work of Broadberry and 
Wallis (2017), provides a very powerful and persuasive example 
of the interface between resilience, institutions, public policy, 
and wellbeing over a long period of time covering hundreds of 
years. This narrative is summarised in figures 5 and 6.

Here we see that the sustained growth in human prosperity 

46 Managing the system as a whole to ensure that critical boundaries are not 
crossed during adjustments to policy moves or to systemic shocks is the 
focus of ‘viability theory’ which we discuss and apply in a public policy 
context in Karacaoglu et al. (2019).
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since the Industrial Revolution turns out to be not exclusively, or 
even primarily, an economic growth story underpinned by inno-
vation and productivity growth – the standard narrative – but a 
resilience story as well. Growth spurts were ever present for at 
least a thousand years. Deliberately created social institutions 
such as schooling, health services, social welfare, that protected 
humanity from the potential negative effects of contractionary 
periods owing to war, disease, economic catastrophes and more, 
over the period since the Industrial Revolution, made a huge dif-
ference.

Adopting this new narrative, our proposed policy response 
to complexity and radical uncertainty is to expand the focus of 
policy from direction (where necessary) to also include nourish-
ment as a contributor to building resilience to potential systemic 
risks that threaten our way of life, in other words our collective 
reference narrative.

The wellbeing garden of figure 4 can be enlarged through 

Figure 5. Real GDP per head since 1000 CE
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Figure 6. Real GDP per head since 1000 CE

 700 YEARS OF GROWTH / DECENNIAL GROWTH

Sources: Broadberry and Wallis (2017) and Bank of England calculations.
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appropriate (in terms of quantum, quality and composition) 
investments. The critical questions are: investments to what end, 
in what, and how?

Private and local investments are always taking place in the 
capital stocks that sit at the bottom of figure 1. Individuals and fam-
ilies are constantly investing in their own and their children’s edu-
cation and health (human capital); private companies are investing 
in factories, farms, land, financial institutions, and so on (economic 
capital); local governments and communities are investing in play-
grounds, churches and all kinds of other sources of social capital; 
individuals, private businesses and local councils are investing 
towards cleaning waterways, lakes, and so on (natural capital).

Inevitably, all these investments in, for example, building 
schools and hospitals, involve various degrees of participation 
and contributions from, and are done in partnerships between, 
private individuals and businesses, local and regional govern-
ments, and central governments. There are very good reasons 
for this, economic and otherwise.

Here we are particularly focused on investments of a different 
and complementary nature, investments in broader infrastruc-
tures or ecosystems. What we have in mind are long-term invest-
ments in ecosystems (including institutions) that will provide a 
fertile ground for public good outcomes such as social cohesion 
and clean natural environment to emerge – and to endure. The 
existence of such ecosystems will also attract creative private 
investments that will attempt to exploit them for private gain, 
while also generating social benefits. For example, if private 
banks are to invest in a country, they want to see an established 
legal system, payments system, protection of property rights, as 
well as broadband and other related infrastructures. These are 
the types of investments to which we are referring.
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Indeed, given our focus on expanding the wellbeing garden, 
the primary aim is to create the ecosystems that enable these 
other smaller investments to take place. This is the key insight of 
Mazzucato (2013, 2015): the public sector as the initial, pioneer-
ing investor and ecosystem creator in which the private sector, 
NGOs and others can find a fertile and profitable ground to invest 
in, and flourish. As Mazzucato points out, most of the radical, 
revolutionary innovations that have fuelled the dynamics of cap-
italism – from railroads to the internet, to nanotechnology and 
pharmaceuticals – trace the most courageous, early and capi-
tal-intensive entrepreneurial investments back to the state.

Sustainability 
Figure 7 captures two main ideas. First, the interactions between 
various types of capital in generating sustained wellbeing. As 
Costanza et al. (2017), where we have borrowed this figure from, 
emphasise, it is the complex interactions between these various 
forms of capital assets that affect human wellbeing. Built capi-
tal and human capital are embedded in society, which is in turn 
embedded in the rest of nature.

Second, sustainability refers to the sustainability of human 
wellbeing, not necessarily to the sustainability or preservation of 
any particular form of natural capital. We should allow for the 
possibility of substitutability of various types of natural and oth-
er forms of capital in generating human wellbeing.

This last point is extremely contentious in the sustainability 
literature, and is at the heart of the intense debate between pro-
ponents of weak and strong sustainability. A very useful discus-
sion of this distinction, including empirical evidence, is provided 
by Pelenc et al. (2015).

Under weak sustainability, we allow for a degree of substitut-
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ability both within different categories of capital stocks (such as 
different elements of natural capital) and across them (such as 
between natural capital and human capital) in generating well-
being. Under strong sustainability, at the very extreme all main 
categories of capital stock are pure complements in generating 
human wellbeing, with no substitutability allowed between them 
(although a degree of substitutability within each category may 
be allowed).

While in principle this is an empirical matter, in fact, it is 
very difficult to resolve it empirically. A practical and cautious 
approach, supported by Pelenc et al. (2015) as well, is to treat nat-
ural, social and economic ecosystems at large as complements 
– strong sustainability – while allowing substitutability at the 
margin within different categories of capital – weak sustainabili-
ty – in the generation of human wellbeing.

Figure 7. Sustainable human wellbeing
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Investing in systemic resilience
The crucial policy question then becomes: what are the critical 
ingredients of systemic resilience that could serve as a platform 
for sustained wellbeing across generations, and how do we invest 
towards enhancing them?

Let us go back to the proposition that most individuals and 
communities are constantly striving to pursue the lives they val-
ue, subject to their capabilities and opportunities (i.e. substantial 
freedoms), and conditioned by the incentives to which they are 
subject. They do so in social settings, which have strong refer-
ence narratives.

A wellbeing-focused public policy, imbedded in an uncer-
tain and complex world, strives to first create the environment 
where the pursuit of valued lives is possible, and then support the 
acquisition of the capabilities and opportunities that enable the 
pursuit of these valued lives. It also ensures that this support is 
effective in improving all lives, leaving no one behind.

We suggested that the broader environment in which wellbe-
ing is attainable on a sustainable basis, across generations, would 
have the following characteristics:

 A natural environment conducive to human life – hence, envi-
ronmental quality matters.

 People are free to choose all aspects of their lives.

 They need to share the power to influence collective decisions 
– have an effective voice.

 They need to enjoy safety and security.

 They need to be able to live together in peace and harmony 
with social cohesion.

 There needs to be equitable access to all the public-goods 
sources of wellbeing.
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 Broader material and financial conditions need to be condu-
cive to the pursuit of material prosperity.

In this context, wellbeing resilience has two key and complemen-
tary dimensions – surviving and thriving. Equity and fairness, in 
terms of having access to all these forms of systemic resilience, 
provide the glue to sustainability of wellbeing across generations.

If we, through public policy and management, can give com-
munities spread across the country the assurance that their way 
of life – their reference narrative – will be protected, this would 
provide them with the platform from which they can launch their 
explorations, be creative, thrive and flourish.

The critical dimensions of systemic resilience that would 
support the emergence of such an environment, conducive to 
sustainable wellbeing across generations, are: environmental, 
social, human, democratic, and economic (physical and finan-
cial).

We note that these –  and not just narrowly defined capital 
stocks – sit in the middle of the wellbeing garden of figure 4. It is 
by enhancing these five categories of resilience that we expand 
the wellbeing garden.

For each one of these, the key steps in investing towards sys-
temic resilience would involve trying to:

 Identify the key outputs that each of the critical ecosystems 
supporting intergenerational wellbeing delivers, as well as the 
potential catastrophes they are exposed to.

 Imagine the key systemic features that would, first, prevent 
such catastrophes from eventuating so that these key outputs 
continue to be delivered; second, absorb the shock so that the 
consequent damage is minimised if it were to take place; and 
third, support and facilitate a quick adaptation and recovery.
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 Identify the key partnerships that would help create these sys-
temic features, and involve them in reviewing and adjusting 
what we come up with in step 2.

 Collectively, explore and identify the types of interventions 
and investments (including the creation of institutions) that 
would bring about the systemic features identified in step 2.

 Make sure that the institutions established to deal with the 
fundamental systemic catastrophe are adaptable – that they 
have the capacity to evolve in response to the evolution of the 
environment in which they operate, including the impact of 
emerging technologies.

 Make sure that the presence of such institutions does not blunt 
the incentives of private individuals, businesses or communi-
ties to do the best they can for themselves, while internalising 
the consequences of their actions on others.

 Consider the complementarities between the outcomes of step 
4, across all critical ecosystems.

 Prioritise and undertake the investments that are identified 
in step 4, while taking into consideration the complementari-
ties identified in step 7.

Before demonstrating with examples how this would work (i.e. 
how these steps would be implemented) in practice, it needs to 
be emphasised that the common ingredients across all policy 
interventions we recommend towards enhancing these five 
types of systemic resilience, are partnerships and institutions (see 
chapter 6). And for these partnerships to work effectively and on 
an enduring basis, we need to build and maintain trust across all 
stakeholders.
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Building resilience to the five critical systemic risks
We now turn to exploring how we can build resilience to the crit-
ical systemic risks we identified above – environmental, social, 
human, democratic, and economic – by following the steps in the 
previous section. In all cases, leadership and partnerships (based 
on a strong foundation of trust) will play a critical role in effec-
tive implementation. In some cases, such as those relating to the 
broader economic / financial system, central government would 
lead, while in others, such as those relating to social cohesion, 
local and regional government would take the lead. However, in 
all cases effective implementation will require engagement with 
communities and strong partnerships based on mutual trust.

Democratic resilience – curtailing power and privilege
One of the most important contributions that good institutions 
can make towards delivering sustained wellbeing across gen-
erations is to curtail power and privilege. Yet institutions are 
human-designed and created, and there will be a lot of pressure 
for creating and preserving the types of institutions that will 
serve the interests of the powerful. A broad and deep analysis of 
this dilemma, including a survey of associated ideas over millen-
nia, is provided by Acemoglu and Robinson (2012, 2019).

Creating good institutions is the main vehicle through which a 
wellbeing state delivers good public policy. Good institutions are 
those that provide equal access to opportunities and capabilities 
to a broad cross-section of society. For such access to generate 
good environmental, social and economic outcomes, institutions 
need to also provide security of property rights.

Whether actual public policy pursues this purpose or not, 
and whose wellbeing is its focus, depends on the institutions that 
exist in a society. These institutions are the outcomes of social 
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decisions, made by humans, chosen for their consequences; they 
reflect the evolution of the distribution of power in society. The 
distribution of power in turn is a reflection of the distribution of 
political and economic resources.47

Circumstances supporting good institutions are more likely 
to emerge when we have political institutions that place checks 
on those who hold political power; political power is broadly dis-
tributed and complemented by good investment opportunities; 
and when there are only limited rents that power holders can 
extract from the rest of society.

As the role of the state evolves, and possibly expands, taking 
on more responsibilities in a complex world, how do we ensure 
that it continues to serve, rather than dominate and suffocate, 
our freedoms and liberties? Based on English Philosopher John 
Locke’s work, Acemoglu and Robinson (2019) associate liberty 
with ‘people being free from violence, intimidation, and other 
demeaning acts. People must be able to make free choices about 
their lives and have the means to carry them out without the men-
ace of unreasonable punishment or draconian social sanctions’ 
(p. xii), also emphasising that no one ought to harm another in his 
life, health, liberty, or possessions (p. xi).

‘For liberty to emerge and flourish, both state and society 
must be strong. A strong state is needed to control violence, 
enforce laws, and provide public services that are critical for a 
life in which people are empowered to make and pursue their 
choices. A strong, mobilised society is needed to control and 
shackle the strong state.’48

A great outcome would be for the state and its elites to learn to 

47 See Acemoglu et al. (2005), Acemoglu and Robinson (2012).
48 p. xv.
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live with the shackles that society puts on them. As well, differ-
ent segments of society need to learn to work, live, and enjoy life 
together despite their differences – in other words enjoy strong 
bridging capital – a key component of social capital.49 This requires 
mutually supporting interactions between governments (nation-
al, regional and local), communities and markets. The outcomes 
of policies should be thought of as ecosystems that facilitate such 
effective cooperation, including institutions.

One deliberate public investment to that end, strongly advo-
cated by Rajan (2019), is to strengthen the communities through 
local empowerment (i.e. ‘localism’ – a topic we return to in chap-
ter 6). This is totally aligned with the call of Banerjee and Duflo 
(2011, 2019) to complement the strong macro-level institutions 
that Acemoglu and Robinson (2012, 2019) strongly advocate as a 
platform for sustained liberty and prosperity, with local institu-
tions that represent the cultures and idiosyncratic preferences 
of the various communities in which individual lives are lived.50

Resilience to systemic risks to the financial system 
A proposal for public policy formulation and implementation 
when facing radical uncertainty and adaptive complexity is well 
developed by King (2016) in the context of monetary and finan-
cial policy.

An efficient and stable financial system is a critical ingredient 
of economic infrastructure as a platform for sustained overall 
wellbeing. How can public policy support an efficient and effec-
tive financial system, while at the same time ensuring sustainable 
financial stability by protecting it from potential catastrophes?

We are dealing with a complex system of intricately interre-

49 Growiec et al. (2017) .
50 See chapter 6 in this book.
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lated networks of financial institutions.51 These institutions play 
some critical roles, including: money creation (banks create 
deposits to finance risky lending), payments services, financial 
intermediation between borrowers and lenders, and maturity 
transformation (linking the present to the future).

This case is a useful demonstration of how the resilience-build-
ing steps identified above can be followed in managing this chal-
lenge.

As King (2016) convincingly argues, the main catastrophe the 
financial system, and through it the wider economic system, is 
exposed to is the drying up of liquidity for the whole financial 
system in a financial crisis (as it did in 2007/8). Avoidance of this 
type of systemic catastrophe through liquidity provision to the 
whole system is a critical public good.

Only central banks can perform this function, appropriately 
supported by key partners. In New Zealand, the key partners they 
should be working with in designing the system are the domestic 
private banking system, Australian parents of NZ’s main banks, 
Australia’s central bank (RBA), international financial organ-
isations such as the IMF (International Monetary Fund), and 
members of CoFR (Council of Financial Regulators) such as the 
Financial Markets Authority (FMA), and New Zealand Treasury.

The main complementarities in this context are between 
monetary and fiscal stability/resilience and economic resilience.

How a central bank performs the function of ensuring access 
to liquidity for the financial system under all circumstances, and 
what incentives and constraints it wraps around it, is critical for 
the overall ongoing functioning of the system in an effective and 
efficient manner.

The way central banks have attempted to insure against 

51 See Haldane and May (2011).
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financial catastrophe, by providing liquidity in an effective and 
efficient manner, has evolved over time. King argues that the 
traditional lender-of-last-resort (LOLR) mechanism for providing 
system liquidity has reached its use-by date, and it needs to be 
replaced by a pawnbroker-for-all seasons (PFAS) strategy, which 
he argues is a coping strategy in the face of radical uncertainty.

‘The aim of the PFAS is threefold. First, to ensure that all 
deposits are backed by either actual cash or a guaranteed 
contingent claim on reserves in the central bank. Second, to 
ensure that the provision of liquidity insurance is mandatory 
and paid for upfront. Third, to design a system which in effect 
imposes a tax on the degree of negative externalities generat-
ed in our financial system – private financial intermediaries 
should bear the social costs of their actions.’52

In implementing this set of measures, we need to ‘ensure that 
the risks involved in money and banking are correctly identified 
and borne by those who enjoy the benefits from our financial 
system’.53 The measures we put in place should also ensure that, 
first, private institutions do internalise the wider (social) conse-
quences of the risks they incur in the pursuit of profits, mainly 
through imposing higher equity ratios on their total assets; and 
second, that their creativity in using their balance sheets is not 
blunted through inappropriate regulations.

Since systemic risks cannot be privatised, we need to put 
measures in place to minimise their occurrence. These meas-
ures include, significantly higher capital adequacy ratios, lever-
age ratios, liquidity ratios, pre-insurance, and collateralisation.

The technicalities associated with these terms need not dis-

52 Ibid, p271.
53 Ibid, p251.
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tract us here. Suffice it to say, they are all measures targeted 
at making sure that the shock-absorbing capacity of the entire 
financial system as well as individual financial institutions are 
strengthened. Equally important is ensuring that these generic 
restrictions do not interfere with how financial institutions man-
age their balance sheets [assets (loans) and liabilities (deposits)]: 

‘We could leave the banks free to lend money as they please, 
provided we no longer allowed them to manufacture the mon-
ey they lend. In short: nationalise money, but do not national-
ise banking.’54

In the case of New Zealand, recent decisions to raise bank capi-
tal adequacy ratios, and the ongoing review of the Reserve Bank 
Act (including the review of bank resolution arrangements, and 
deposit insurance and depositor protection options) are exam-
ples of actions being taken, in consultation with all the key part-
ners identified above, to strengthen both the stability and the 
resilience of the wider financial system.

Resilience to systemic risks to the natural environment
For environmental infrastructure and ecosystem services, the 
equivalents of liquidity (for the financial system) are the climate 
system and biodiversity.55 

Climate warming and a gradual extinction of species diver-
sity are the two sources of environmental disaster. This may be 
contested on the basis that it represents a very narrow perspec-
tive. There appears to be a broader consensus around the nine 
interlinked planetary boundaries identified by Rockström et al. 
(2009). This is not critical for our purposes; the approach advo-

54 See Fisher (1936).
55 De Perthuis and Jouvet (2015).
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cated here can easily accommodate a broader range of critical 
systemic threats to environmental resilience.

Critical ingredients of the climate system and biodiversity are 
protected by natural regulatory systems needed for the repro-
duction (sustainability, viability) of natural capital stocks. The 
critical difference between financial and environmental ecosys-
tems is that, in the case of the latter, once we breach the critical 
boundary(ies), there may be no turning back, so there needs to 
be a comparatively much greater focus on prevention (or mitiga-
tion) through appropriate policy interventions.

The key systemic features that would reduce the likelihood 
of a shock, absorb the shock so that the consequent damage is 
minimised if it were to take place, and support and facilitate a 
quick adaptation and recovery are, strong environmental/natu-
ral capital, strong culture of awareness of environmental risks, 
and lifestyles and production processes that minimise environ-
mental damage. 

The key partnerships that need to work extremely well in 
exploring and assessing options are, local/regional government, 
community groups (such as iwi), central government, NGOs; 
major economic actors (such as farmers and manufacturers).

The appropriate (and strongly complementary) policies come 
in three categories, just as they do with financial system risks. 
First, we need to make sure that we do not come anywhere near 
an environmental catastrophe. Second, and as a supporting 
precautionary measure, we need to ensure that all the comple-
mentary mechanisms are working to guide both consumption 
and production, towards products and services using cleaner 
technologies. Third, there needs to be genuine engagements with 
all key partners and stakeholders, assuring them that any major 
changes that are required will ensure just transitions. 
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We want to avoid an ecosystem collapse, in the form of an 
irreversible environmental disaster, in an effective, efficient, and 
equitable manner, taking into consideration both cross-society 
and intergenerational equity. Concurrently, we wish to use a suite 
of policy instruments to encourage the switch of both consump-
tion and production towards clean products and services.

The set of policies that are aimed at keeping the ecosystem 
away from catastrophic boundaries are generically referred as 
prudential policies,56 and typically have caps on various activi-
ties, such as emissions, as a critical ingredient. These caps are 
complemented by market mechanisms such as trading – thus 
cap and trade policies are common, as with emissions trading.

Prudential policies are policies that place a very high value on 
reducing the likelihood of a disastrous outcome, even if this is 
costly (in the short term) in terms of other objectives foregone. 
Such an approach is often advocated where there is great uncer-
tainty about the conditions under which a disastrous outcome 
would occur.

Complementary incentive measures include large-scale 
deployment of environmental pricing (for example carbon price 
to deal with greenhouse gas emissions), R&D subsidies favour-
ing the switch to clean technology, and taxes and other penalties 
against the use of dirty technology.

A critical ingredient is obtaining a political mandate for the 
external costs of development and production to be absorbed 
by those who reap most benefit. The obstacle is the interface 
between politics and vested interests. This is why education is 
such a critical ingredient of the solution; when people under-
stand and insist on, say, a carbon tax, politicians will introduce it.

Equally important is an agreement on and strong and wide-

56 Carlin and Bowles (2017), chapter 20.
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spread support for just and viable transitions, a topic we will 
return to in chapter 8. Suffice it to say at this point, that all invest-
ments need to be tested against the sustainability constraint of not 
shrinking the wellbeing garden of figure 4. ‘Justice’ specifically 
refers to the equity or fairness dimension of that garden. ‘Viability’ 
refers to the desirability of not shrinking or pulling back any of the 
five dimensions of the garden, including the equity dimension. 

In the very context of viable transitions, we need to look for 
integrated and mutually reinforcing environmental, social and 
economic solutions towards achieving sustainability, such as 
education, and poverty reduction. An example would be invest-
ing in ecosystems that support circular economies, complement-
ed by local/regional investments that facilitate a switch to cleaner 
products and consumption, such as no plastic use.

Main complementarities are between environmental and eco-
nomic resilience in particular – but also social resilience.

Resilience to systemic social risks 
What would a catastrophe in, or collapse of, a social ecosystem 
be like? In recent times, Yugoslavia and Syria provide a flavour of 
the answer, and plenty of other examples exist across the world 
and throughout history. It results in the total collapse of the social 
order and disintegration of social cohesion.

The obvious systemic answer to immunising the social sys-
tem for such a catastrophe is sustainable social cohesion, under-
pinned by heavy investment in bridging capital.57 Specific policies 
towards that end need to be strongly grounded in the history, 
culture and values of the society one is living in. The lead should 
come from local governments and communities, appropriately 
funded and supported by the centre.

57 Growiec et al. (2017).
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In the New Zealand context, there are (historical) bicultural 
and (emergent) multicultural dimensions to ensuring social 
cohesion. In the Maori-Pakeha (European) bicultural context, 
social cohesion has been sustained through the recognition of 
and partial compensation for historical injustices, education, 
and a deliberate set of attempts to promote and imbed bicultural-
ism. What also helps a lot in New Zealand’s specific context is the 
role that sport, education, music and other social activities, play 
as catalysts towards building bridging capital.

What about the equivalents of market mechanisms and asso-
ciated incentives that are so integral to solutions for economic, 
financial, and environmental stresses? Do they exist in the 
broader social sphere? The answer is yes, and it takes the form 
of strong and diverse communities. Coupled with economic 
prosperity and a sense of equity or fairness, these provide strong 
incentives for people to live in harmony.

To repeat, and to strongly re-emphasise, the glue that holds it 
all together is trust, within and between various groups of stake-
holders.

Enhancing human resilience
The discussion of human resilience has deliberately been left to 
the end. Human resilience will benefit from improvements in all 
other types of resilience – natural environment, social, demo-
cratic, and economic. For obvious reasons, all of these will con-
tribute to individuals’ capabilities and opportunities to survive 
and/or thrive – the two dimensions of resilience.

In addition, giving all individuals access to good education, 
health services, basic amenities, housing and safety will have a 
direct positive impact on human resilience. Through that, it will 
also have a direct positive influence on equity – one of the pri-
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mary pillars surrounding, and defining the boundaries of, the 
wellbeing garden.

In the context of just transitions, providing support in adjust-
ing to major shocks, through various institutions such as unem-
ployment benefits, job training, and support from labour unions, 
is a very valuable foundation for human resilience.

Protecting individuals from material poverty is another 
channel through which public policy can contribute to human 
resilience. Banerjee and Duflo (2011, 2019) explain in detail how 
cash, care, employment, and voice are the foundations of direct 
support towards supporting human resilience, when delivered in 
ways that respects human dignity.

Key partnerships associated with investing in human resil-
ience are wide ranging. By way of examples, delivery of health 
and educational services will almost certainly require well-func-
tioning partnerships (supported by mutual trust) between cen-
tral and local government. Cash support will most probably come 
from central government, while care will be delivered at the com-
munity level. Employment can be provided through both nation-
al and regional programmes. Giving effective voice to everyone 
will certainly require active effort at both national and local level.

If our focus is on supporting both human surviving and thriving, 
the support of human resilience needs to be particularly sensi-
tive to ensuring that the care and support provided does not blunt 
the incentives of human beings to look after themselves and their 
families. As Banerjee and Duflo (2019) highlight and document, 
this is intensely ideological territory. There is no strong evidence 
to support the view that supporting individuals to survive and 
thrive, disincentivises effort towards self-improvement.
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In a world dominated by radical uncertainty and adaptive com-
plexity, a public policy that aspires to deliver sustainable wellbe-
ing across generations as its primary objective, needs to deliver 
the five outcomes that surround the wellbeing frontier of figure 4 
(environmental quality, potential economic growth – i.e. mate-
rial sources of wellbeing, personal freedoms and political voice, 
social cohesion, and equity). These outcomes will be delivered 
through appropriate, and complementary, public and private 
investments in ecosystems that will enhance the types of resil-
ience that sit in the middle of figure 4 in chapter 3.

The subject matter of this chapter is to elaborate on the gov-
ernance infrastructure that would make all this happen. We 
argue that such a governance structure, to be effective and 
enduring, needs to deliver five critical outputs: a long-term focus 
in policy making; inclusive decision-making mechanisms that 
aggregate the wisdom, expertise, and experiences of all stake-
holders – that is, effective and equitable participation; a suitable 
supporting funding infrastructure; institutions that enable and 
encourage, and indeed mandate, an integrated environmental, 
social, and economic approach to public policy; and adaptive time 
consistency – ongoing alignment of public policy with collective 
wellbeing, as the preferences of society evolve over time.

We conclude the chapter by noting that the components of 

5. Governing for 
intergenerational wellbeing
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such a governance infrastructure are in operation in various 
countries around the world. Our plea and hope is that New Zea-
land should and can show the world how to implement this in a 
comprehensive and fully integrated way.

Safeguarding the future, supported by inclusive processes
The key components of a systemic governance regime that is 
focused on anticipating and safeguarding the long-term future 
have been laid out and discussed in detail in Boston (2017 a, b; 
2019) and Boston et al. (2019). Figures 8 and 9 below, both bor-
rowed from Boston (2017 a), provide an extremely useful rep-
resentation of these elements.

This is great, all true, and extremely useful, but how do we 
give effect to it?

Assuming there is the political will, the steps to be followed 
are clear58 – and every one of them is being implemented some-

58 See Boston et al. (2019).

Figure 8. Attributes of anticipatory governance
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where in the world (see below in this chapter). They are very much 
aligned with the steps advocated in figure 10 by Wallace (2019). 
This chapter also borrows several ideas from Warren (2019).

1. Clearly separate the short-term, three year management role of 
government from the long-term stewardship role of Parliament. 
The ongoing focus on separation of political powers59 needs to be 
matched by an equally intense focus on the separation of polit-
ical (including intergenerational) responsibilities.60

2. On behalf of the New Zealand public, current and future, 
Parliament specifies intergenerational wellbeing as the core 
objective of public policy. Through appropriate legislation, it 
declares that each government will be held accountable for 

59 See, e.g. Palmer and Butler (2016).
60 As advocated by Boston (2017 a, b) and Boston et al. (2019). 

Figure 9. Ways of improving anticipatory governance
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pursuing policies that promote this objective.

3. To operationalise step 2, Parliament sets the long-term envi-
ronmental, social, and economic objectives and associated 
targets aligned with shared and sustainable, intergeneration-
al wellbeing.

4. It does so under advice from an independent office for wellbe-
ing (IOW) (mirroring the Parliamentary Commissioner for the 
Environment) – directly accountable to Parliament.

5. A multi-party, cross-Parliament, Parliamentary Governance 
Group (PGG) acts as the governance group for the IOW.

6. The distinctive role of the IOW is to monitor, on behalf of Par-
liament, progress towards the long-term wellbeing objectives 
that are prioritised. The IOW has the resources which are 
capable of assessing the long-term wellbeing impacts of the 
government’s strategic investments.

7. In implementing steps 3 and 4, Parliament ensures, through 
appropriate collaborations with local and regional councils, 

Figure 10. Key characteristics of wellbeing laws
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that regional and local voices are reflected in setting wellbe-
ing objectives and priorities.

8. The implementation of steps 3 and 4 is also informed by 
inputs from a What works wellbeing network of NGOs, local and 
regional government representatives, academics, and so on, 
working collaboratively to generate policy-informing ideas 
based on engagements with communities and research – like 
the UK model referred to in figure 11.61

9. Parliament legislates that the government will set short-term 
targets towards achieving the long-term targets set under step 
3 and, each year, as part of its annual budget, will provide a 
report on how it is progressing against those targets.

10. Both the long-term monitoring by the IOW (see step 6), and the 
short-term policies and reporting undertaken by the govern-
ment under step 9, will refer not only to national averages but 
also to the distribution of various wellbeing measures across 
various segments of society.

61 Hey (2019).

Figure 11. What Works Network – UK
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11. A dedicated investment manager associated with each long-
term outcome – such as child poverty – and reporting to the 
IOW, plays the public sector stewardship role. Cost-benefit  (or 
more specifically cost-wellbeing) analyses, using wellbeing as 
the currency, provides the main analytical tool for the interac-
tions between these investment managers and the IOW.62

12. Where it is deemed appropriate by the IOW that the delivery 
of a certain long-term outcome requires substantive commu-
nity ownership and participation in the achievement of that 
outcome, a community-based manager and budget holder 
(typically part of local/regional government), accountable to 
the IOW, is established.

It is clear from the governance structure outlined above, that the 
successful pursuit of long-term objectives requires the establish-
ment of critical partnerships, based on mutual trust, between 
Parliament, the government, ministries, and local and regional 
government, as well as other stakeholders such as businesses, 
scientists, academics and so on. The proposed governance pro-
cess also acknowledges the role of communities in effective gov-
ernance towards intergenerational wellbeing. This role is institu-
tionalised by making sure that the voices of the communities are 
reflected in the wellbeing objectives, priorities, and targets set at 
local and regional levels.

Funding
How should such long-term investments be funded? There is a 
critical nexus between finance and sustained development, which 
provides a distinctive role for public policy. Innovation-support-
ing investment needs a long-term commitment, supported by 
62 See Adler and Fleurbaey (2016), Fujiwara and Dolan (2016), Frijter et al. 

(2019), Jara and Schokkaert (2016).
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patient finance, as well as an appetite for risk-taking in the face of 
radical uncertainty.

This is especially the case when we are talking about trans-
formative infrastructure investments, such as those supporting 
green growth, nanotechnology, biotechnology, and so on. These 
are the circumstances when the state needs to lead (and has his-
torically done so); only then does the private sector, including 
venture capital, follow.63

In a similar vein, Campiglio (2016) adds:

‘In order to carry out their activities, low-carbon firms neces-
sitate credit. Under certain economic conditions, of which the 
post financial crisis period represents the most recent realisa-
tion, banks may lack the confidence to create new credit even 
in the presence of right prices and profitable investments. 
This credit market failure, together with the deep uncertain-
ties surrounding the future implementation of a carbon price, 
makes the case for considering a wider portfolio of policies.

‘Examples include green differentiated reserve and capital 
requirements, modifying the risk weights for computing cap-
ital requirements in favour of low-carbon assets and other 
quantitative macroprudential policies aimed at easing lend-
ing conditions for low-carbon firms.’64

Long-term investments in ecosystems are eventually funded 
through taxes or levies – pay as you go (PAYGO), or social insur-
ance (i.e. public saving in various forms to fund future needs 
and contingencies) – save as you go (SAYGO). An interim funding 
mechanism may be to borrow and pay, but both the principal 

63 Mazzucato and Wray (2015); Mazzucato and Perez (2014); Mazzucato and 
Semienuk (2018).

64 p227.
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of the debt and interest accrued on it will eventually be funded 
through PAYGO or SAYGO mechanisms.

We know that if the real return on capital is higher than the 
real growth rate of the economy, funding long-term investment 
expenditures via SAYGO is intergenerationally more efficient 
and equitable than doing so via PAYGO.65 In New Zealand, SAYGO 
machinery has already been established in the form of the NZ 
Superannuation Fund. This would provide an excellent vehicle 
for funding investments by enhancing the resilience of key infra-
structures.

Funding would be provided through a strategic portfolio 
allocation (say 20 percent) from the NZ Superannuation Fund. 
To accommodate this, the NZ Superannuation and Retirement 
Income Act 2001 would need to be amended to include a clause to 
the effect that ‘The Fund remains a long-term, growth-oriented, 
global investment fund. However, its strategic portfolio alloca-
tion recognises that its reason for being is broader than simply 
funding superannuation, but also includes all long-term, wellbe-
ing oriented, investment activities of the state.’

It is critical that the private sector is brought in as a partner 
and co-investor in infrastructure projects, participating in the 
selection of investments, their funding, as well as in managing 
associated risks:

‘There are a number of models that can be adapted for new 
infrastructure projects. The Government has already begun 
work on coordinating the infrastructure pipeline and finding 
new ways to unlock private sector investment in infrastruc-
ture delivery. For example, the Infrastructure Funding and 
Financing Act 2020 (IFF) offers a new model for the provision 

65 Evans et al. (2013), p. ii.
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of housing and urban development using special purpose 
vehicles to raise finance for new or upgraded infrastructure, 
with the cost paid, over time, through the rates system.

One successful model used offshore is the co-investment 
model, where a Government agency invests alongside the pri-
vate sector. An example of this is the mutual investment mod-
el adopted in Wales. The structure is based on a public private 
partnership but with a Government agency investing in the 
special purpose vehicle alongside the private sector. Another 
example is an infrastructure bank that unlocks co-invest-
ment from the private sector.

This approach ties in nicely with the Government’s focus on 
climate change. There are a number of examples overseas of a 
government-sponsored investor being established to grow the 
green investment sector in partnership with the private sec-
tor. In the last term, the Government took some initial steps 
in this direction by establishing Green Investment Finance to 
catalyse the development of a green investment market and 
facilitate private investment. There is a great deal of experi-
ence and expertise in the private sector in structuring and 
funding new renewable energy projects (including wind and 
solar in Australia) that can be harnessed to help achieve New 
Zealand’s development of new renewable generation and elec-
trification of transport networks.’66 

Once long-term investment priorities are determined and 
approved by Parliament, the management of the budget would 
work as depicted in figure 12.

Any funding allocation to local and regional projects would 

66 Hunt and Peachey (2020).
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be managed through the community-based manager and budget 
holder (typically part of local/regional government), accountable 
to the IOW, referred to in step 12 under governance. Targets, time-
lines and budgets would be confirmed, and ongoing funding would 
be conditional on delivery against these targets. The allocation of 
funding would also be conditional on the processes being followed 
to give voice to the community in setting priorities for budget bids.

There is another issue that is distinct but extremely relevant 
in the current context. If we are going to fund collective expendi-
tures undertaken by government through taxes, what type of 
tax is most appropriate – i.e. meets all three of the effectiveness, 
efficiency and intergenerational equity criteria? I will answer 
this question with an example to illustrate the types of conversa-
tions we need to be having as a society if we take the public policy 
objective of intergenerational wellbeing seriously.

In chapter 8, I make a case on grounds of both fairness and 
equity (both intra- and intergenerational equity) for providing 
each child from a low income/wealth family (in other words, it 
will be means-tested), with an investment fund at birth, to be 
accessed when they reach the age of 18, for specific uses, such as 
education, establishing a business or buying a home.

I suggest that, to that end, we establish a NZ Children’s Fund, 
which is to be the equivalent of our NZ Super Fund. The Fund 
would be funded through a land tax levied on the value of unim-
proved land. As we already have a land tax in New Zealand, the 
tax rate would have to be raised for this purpose. As Coleman 
(2018) carefully explains, a land tax is effective (hard to avoid), 
efficient (causes minimum distortions in decisions relating to the 
allocation of economic resources), and intergenerationally equi-
table (partly through lower house prices, it transfers resources 
from current to future generations).
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Figure 12. Traditional and wellbeing budget processes
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Furthermore, to generate support for such a tax, we would 
make it a hypothecated (or ring-fenced or earmarked) tax, ded-
icating the revenue from it specifically and exclusively for the 
purpose of funding the NZ Children’s Fund. Such a proposal may 
prove to be palatable to the land-owning part of the population 
if they believe and trust that this will genuinely improve the 
life-chances of young people from low-income/wealth families.67

Establishing such an infrastructure is an example of the 
deliberate creation of an institution specifically targeted to build-
ing trust, through transparency and accountability, for serving a 
highly desirable social purpose.

Integrated approach
Human lives are lived in social settings, and society is embedded 
in a natural environment. Unless an integrated environmental, 
social and economic policy framework is adopted, taking into 
account the critical interdependencies between the associated 
ecosystems, a public policy that is focused on intergenerational 
wellbeing cannot achieve its objective.

The costs and risks associated with not adopting an integrated 
approach is the potential harm to the sustainability of wellbeing. 
By way of example, an excessive focus on increasing economic 
growth, without taking care of how this is achieved, can cause 
serious environmental damage.

The benefits of adopting an integrated approach boil down to 
finding the most effective, efficient and equitable ways of gener-
ating sustained wellbeing, by identifying and exploiting the inter-
dependencies of key investments. For example, reducing poverty 
has positive benefits on all five pillars that define the boundaries 
of the wellbeing garden.

67 See also Ryan Greenaway-McGrevy, Ryan, et al. (2020).
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The imperative for adopting an integrated approach is 
grounded in the impossibility of finding silver bullets for achiev-
ing sustainable wellbeing across generations. Rather, we need to 
think of complementary policies of the sort explored in chapter 
8. In anticipation of that discussion, and only by way of example, 
consider a focus on improving mental health, and suppose that 
we do make progress towards achieving it for some.

This would certainly increase the wellbeing of those individu-
als directly. It would also contribute to their wellbeing indirectly, 
by making them more productive, thus capable of earning higher 
incomes. If we stop there, however, these higher incomes will be 
spent on higher consumption, generating higher economic activ-
ity and causing increased pollution. One way of addressing this 
dilemma would be to complement policies aimed at improving 
mental health with those that switch both production and con-
sumption towards more environmentally-friendly products.

Adaptive time consistency
‘Time consistent policies are not policies that are never 
changed, but policies where any changes required by new 
circumstances are consistent with maintaining the original 
purposes of the policy. They are important for the socially 
desirable performance of the private and public sectors. This 
is because they provide stability that enables individuals and 
the state to plan for the future.

‘We argue that time consistency is achievable if intergenera-
tional arrangements between the state and the populace are 
treated as relational contracts. A relational contract is quite 
different from a legal contract since the latter typically impos-
es specific constraints on arrangements. A relational contract 
does not define specific constraints but rather a process for 
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developing and changing rules by which all parties agree to 
abide”.68

A very good example of time-consistent policies is provided by 
the rules, including voting thresholds, that countries impose for 
making changes in their constitutions.

This is why democratic institutions are so critical in helping 
us resolve tensions through public reasoning and deliberation.69 
The democratic process, in the form of representative democ-
racy, supported by appropriate institutions, provides the forces 
that push towards an alignment of collective action (implement-
ed through the government as our agent) with evolving private 
and communal interests.

To paraphrase North (1994), in a dynamic context, it is adap-
tive rather than allocative efficiency that is the key to long run 
wellbeing. Successful economic, political, and social systems 
have evolved flexible institutional structures that can survive the 
shocks and changes that are part of successful evolution. This 
ensures time consistency.

International benchmarks and examples
Are the suggestions made so far pie in the sky? Not at all. In fact, 
most of the suggestions provided above, in relation to govern-
ance and funding, are being implemented somewhere in the 
world. This means that they cannot be dismissed as academic or 
impractical. The only question is, do we have the conviction and 
the will to emulate others who are succeeding?

Denmark is one of the countries that sets a benchmark worth 
emulating. ‘For many modern Europeans, Denmark was “num-
ber one” – rich, socially cohesive, with enviable infrastructure 

68 Evans et al. (2013), p. ii.
69 See Bertram and Terry (2013), Sen (2009), Walzer (1983).
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and environmental standards – and it regularly features near 
the top in surveys of the world’s happiest populations. “Hygge”, 
sometimes defined as “cosy contentment and well-being through 
enjoying the simple things in life”, has recently become one of 
the few Danish words to enter the English language.70 … The peo-
ple of Denmark or Switzerland can enjoy uncertainty because 
they experience little risk and are secure in their reference nar-
ratives.’71

A second example is Finland. One of the explanations provid-
ed as to why Finland is the ‘happiest country in the world’72 is 
that people who live there are broadly content with their lives. 
The rich are less rich, the poor are less poor; everyone matters 
and feel valued; by and large everyone has the same sort of treat-
ment; they think they have good schools; they believe they have 
good hospitals; everyone goes to those good schools and good 
hospitals; there is fair play; things are fairly done; there is there-
fore less envy and less anger and less resentment.73

A few more examples follow. Of course, they are illustrative 
only, not exhaustive.

 Bhutan is a country that has made wellbeing the primary objec-
tive of public policy; it has recognised the critical influences of 
environmental, social and economic factors on wellbeing; and 
it has developed and is applying a Gross Happiness Index (GHI) 
in designing, evaluating, and monitoring the success of public 
policies.74

 The Scandinavian countries – Denmark, Finland, Norway, 

70 Kay and King (2020), Kindle edition. p6265.
71 Ibid., p6292.
72 Helliwell et al. (2019).
73 Morpurgo (2020).
74 Tobgay (2016).
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Sweden – which consistently rank highly on international well-
being comparisons, have put a lot of emphasis on equity and 
fairness in the design and implementation of their public poli-
cies.75

 Several OECD countries are closely monitoring the progress of 
wellbeing, as well as economic indicators, in assessing public 
policy – and are actively pursuing inclusive growth strategies.76

 The Netherlands, among others, has established an inde-
pendent and publicly-funded institution to assess the broader 
impacts of proposed public policies, and has independent 
reporting of such progress.77

 The Netherlands also has a ‘circular economy by 2050’ pro-
gramme.78

 In Australia, the government has been exploring the idea of 
establishing an Evaluator General, situated within the Depart-
ment of Treasury (not an independent institution), to assess/
evaluate proposed social and economic investment pro-
grammes.79

 In Wales, the Wellbeing of Future Generations Act (2015) has 
established a Future Generations Commissioner as a guardian of 
the interests of future generations.80 Among other activities, 
they are empowered to undertake independent reviews of pub-
lic policy actions.81

 In the United Kingdom, a What Works Wellbeing network has 

75 Investopedia (2019).
76 OECD (2019).
77 Stoel (2019).
78 Government of the Netherlands (2016).
79 See Dennett (2018) for a brief overview.
80 See also the proposal of Agar (2020) in this context.
81 Future Generations Commissioner, Wales (2020).
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been established to provide evidence-informed suggestions on 
how to improve lives. It is based on strong collaboration among 
various groups and agencies, and is partly publicly funded.82

 The United Kingdom Green Book (HM Treasury 2018) provides 
central government guidance on the appraisal and evaluation 
of public sector projects, using a broad spectrum of criteria.

 The United Arab Emirates (UAE) appointed a Minister of State 
for Happiness and launched the National Programme for Hap-
piness and Positivity.83

OECD (2019) electronic presentations are publicly available 
and provide numerous other examples of very exciting initia-
tives towards designing, implementing, and evaluating wellbe-
ing-based public policies.

To be fair, New Zealand is not standing still. The OECD (2019) 
review notes, with approval, that ‘Improving the well-being of New 
Zealanders and their families is one of three strategic priorities for 
the [NZ] government. Their broad programme includes amending 
legislation to embed well-being objective-setting and reporting; 
developing well-being frameworks and indicator sets; and using 
well-being evidence to inform budget priority-setting and decision 
making, including by embedding well-being analysis in policy 
tools.’84

The same review also highlights that a wellbeing approach to 
public policy is being implemented:85

 ‘Building on many years of work, the Treasury has recent-
ly updated its Living Standards Framework and released a 
Dashboard for measuring and reporting on well-being.

82 Hey (2019).
83 United Arab Emirates (2017).
84 p2.
85 Ibid., p4.
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 The concepts and indicators included in the Dashboard are 
generally well-aligned with those measured in other coun-
tries, but there are gaps, including in some aspects of natural 
capital where New Zealand has experienced some downward 
trends or fares poorly.

 Work to address these gaps is ongoing, and a more compre-
hensive database (Indicators Aotearoa New Zealand) is being 
developed by Stats NZ.

 Five priorities were agreed for the 2019 Budget using well-be-
ing evidence. All agencies seeking funding for new initiatives 
were expected to identify well-being impacts.

 The Treasury’s cost-benefit analysis tool has been updated to 
link impacts to well-being domains and can be used as a sup-
porting tool for developing budget bids.

 Priority was given to initiatives that align with the budget pri-
orities and show cross-agency and cross-portfolio collabora-
tion. The government is also considering options for embed-
ding a well-being approach in legislation.

 The latest proposals for the Public Finance Act would require 
governments to set well-being objectives and report on them 
annually, while the Treasury would report on well-being 
every four years. This follows the passing of the Child Poverty 
Reduction Act in 2018, which put into law the requirement to 
have both measures of and targets for child poverty.’

We can add some others to the list.
It is good to see that under the new, 2020, Labour Govern-

ment, the finance and infrastructure portfolios are overseen 
by the same Minister, who also happens to be one of the main 
champions of the wellbeing approach to public policy. This pro-
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vides a great opportunity for adopting an integrated governance 
approach to wellbeing policy, as outlined above.

Pursuing the ‘four well-beings framework’, the Local Govern-
ment (Community Well-being) Amendment Act 2019 (LGAA 2019) 
has reinstated the promotion of social, economic, environmental 
and cultural wellbeing of communities to the statutory purpose 
of local government. Under this Act, the local authorities have 
to take into account ‘the likely impact of any decision on each 
aspect of well-being’ (cl. 7). 

The Social Wellbeing Agency (the former Social Investment 
Agency) has a broad programme of work that is exclusively 
focused on using data and analytics to inform social policy.86

The Impact Lab, along the lines of What Works Wellbeing in the 
UK, based on global and local research and evidence, and lived 
experiences, identifies social interventions that have a positive 
impact on improving lives.87

In a similar vein, institutions such as Transition-HQ88 are 
emphasising the importance of not violating critical environ-
mental / climate constraints in designing and implementing 
public policies.89

We have several, informal, cross-party groups of Members 
of Parliament (MPs) advocating for various positive social out-
comes, such as improving mental health.90

While all this is extremely encouraging and promising, one of 
the most important lessons we still have to learn from the world, 
especially from the likes of the What Works Wellbeing approach, is 
the critical importance of evidence-informed delivery (that is, out-

86 https://www.govt.nz/organisations/social-wellbeing-agency
87 https://impactlab.co.nz
88 https://www.thq.nz
89 Also see Krumdieck (2020).
90 Alexander (2019).

https://www.govt.nz/organisations/social-wellbeing-agency
https://impactlab.co.nz
https://www.thq.nz


 80

Love you – Public policy for intergenerational wellbeing

comes), as distinct from and a complement to evidence-informed 
policy.

In this context, the work of the Impact Lab, referred to above, 
is most encouraging. Their primary purpose and motivation are 
to identify initiatives, grounded in communities spread around 
the country, that are actually making a positive difference in 
people’s lives, with a view to raising funds for them.

On a broader, systemic, scale, having well-designed govern-
ance structures are essential, but they are not sufficient. Some-
one has to actually do what has been decided (think of the failure 
of KiwiBuild) and deliver the critical outputs that are essential 
to achieving the environmental, social and economic outcomes 
that have been prioritised. We need to reinstitute a version of 
the Ministry of Works and Development (the Department of Pub-
lic Works), which was founded in 1876, and disestablished and 
privatised in 1988,91 to coordinate, with private sector and local/
regional partners as required, and implement the infrastructure 
projects.

Equally important, and to repeat, is the importance of taking 
into account the critical constraints (those that surround the 
wellbeing garden of figure 4) in the prioritisation, design and 
implementation of public policies. 

Another critical lesson is that the process followed in both 
designing and implementing public policy matters for the 
achievement of enduring environmental, social and economic 
outcomes. The more inclusive the process, the higher the likeli-
hood of an enduring positive outcome for sustained wellbeing.92

Also not to be forgotten, based on examples provided by Den-
mark and Switzerland, is the importance of making the protec-

91 Wikipedia (2020).
92 OECD (2019 (b)).
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tion of the national reference narrative – how people want to live 
and what they value most about their lives – a major focus of our 
wellbeing strategy, through investing in resilience. That provides 
the platform for these countries’ success in flourishing through 
creativity, underpinned by the assurance that their way of life 
will be protected through effective risk management.

Finally, and following from the points made above, the assess-
ment of public policy, that is its evaluation, should also be out-
comes (or delivery) based.
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In the previous chapter we argued that one of the critical outputs 
that wellbeing-focused governance arrangements need to deliv-
er is inclusive decision-making mechanisms that aggregate the 
wisdom, expertise and experience of all stakeholders to inform 
the end-to-end policy approach. In this chapter, after a brief dis-
cussion of participatory development, we explore the role of institu-
tions in public policy when wellbeing is the objective, and explore 
the types of institutions that are most conducive to achieving 
inclusive processes towards that objective.

The fact that individual and family lives are lived in social 
settings, and the imperative of social cohesion for sustainable 
wellbeing, makes the engagement of communities as full partic-
ipants in the end-to-end public policy and management process 
critical. ‘Policies aimed to improve people’s quality of life need to 
include their experiences, aspirations, and priorities.’93 This pro-
vides the crucial link between the participatory and capabilities 
approaches to public policy.

Participatory development94

Participatory development views the recipients of development 
as being at the forefront of, and actively involved in, decisions that 

93 Reid (2019), p44.
94 This section is substantially based on Reid (2019).

6. Inclusive processes required 
for sustainable wellbeing
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affect their lives. Wellbeing priorities are defined by the commu-
nities. Public policy operates at the system level and ensures that 
communities have the resources and the voice to give effect to 
these priorities, calling on help and support from the centre as 
required.

Early promoters of this field were Freire (1970), and Fals-Bor-
da and Rahman (1991), who were involved in what Hickey and 
Mohan (2004) termed emancipatory participation. They advo-
cated for methods that incorporated the perspectives of local 
residents in the research and planning phases of development, 
principally through participatory action research (PAR), and 
emphasised the political nature of participation as a struggle 
against political, social, and economic exclusion.

The importance of participatory theory and practice to well-
being is its attention to, and critical engagement with, power, 
politics and context. Prioritising wellbeing at the local level, as 
a participatory approach would do, legitimises discourse that 
would otherwise be overlooked in top-down frameworks, refo-
cusing our attention on whose wellbeing is being promoted and 
in what ways.

The World Bank’s Poverty Reduction Group used participatory 
approaches to determine the selection of quality-of-life domains 
in their Voices of the poor project.95 Collecting over 60,000 voices 
from 60 countries, three volumes discussed well-being and ill-be-
ing from the perspective of poor communities. The key themes 
that emerged from the findings were the central importance of 
people’s agency and capabilities, and the fact that wellbeing was 
viewed multidimensionally, not just in terms of income.

Scott (2012) notes that local conceptualisations of wellbe-
ing, forged through an active process of debate and discussion, 

95 See Narayan et al. (2000).
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encourage more locally appropriate policies and increase capac-
ity to address the complexities involved in assessing wellbeing at 
the community level. Research by Dorn et al. (2007) suggests that 
participation of this kind is linked with an increase in subjective 
wellbeing (SWB) because it is likely to produce political outcomes 
that are closer to people’s preferences.

This also highlights the critical links between participatory 
and capabilities approaches to wellbeing. At the heart of the 
capabilities approach is an assessment of people’s freedom and 
agency. Sen (1996) writes that a focus on development without 
freedom is incomplete: ‘the “good life” is partly a life of genuine 
choice, and not one in which the person is forced into a particular 
life – however rich it might be in other respects’.96

Some complementarities emerge at the intersection of partic-
ipatory research and the capability approach. To begin with, the 
use of participatory methods is essential to the successful appli-
cation of the capability approach. Sen (1999) notes the funda-
mental importance of public debate and deliberate participation 
in the process of choosing the dimensions of wellbeing.

This sentiment is echoed by Alkire (2005). ‘If the capability 
approach is applied in a way that is consistent with its own tenets, 
then its operationalisation depends upon the thoughtful partic-
ipation of many users and much public debate. For that reason, 
the capability approach is very conducive to participatory under-
takings.’97

Alkire (2002) lists four commonalities between the two 
approaches:

 the purpose of participation is to obtain outcomes that people 
value while also directly supporting empowering choices;

96 p59.
97 p218.
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 they both consider the issue of ‘who decides’ as important as 
‘what is decided’;

 they recognise that there may be no best choice, but that dis-
cussion offers an effective means of separating better from 
worse choices; and

 they both promote reasoned deliberation as a valid method for 
evaluating and making policy.

So, what would a participatory approach to public policy that is 
focused on building resilience to unknown systemic shocks look 
like? How would it be framed? How would it be implemented so 
that adaptive complexity is taken into consideration as well? The 
foundations of such a policy would include:98

 a recognition of the limits of what we are likely to know about 
a complex and functioning order;

 a recognition that individuals and communities will respond 
and adapt to whatever changes are put in place;

 the contributions to resilience of social, natural, regional 
diversity;

 the indispensable role of practical knowledge, informal pro-
cesses and improvisation in the face of unpredictability;

 an appreciation of the complementary roles of the centre and 
the local/regional communities; and, in that very context,

 the advantage that the centre has in seeing the big picture, 
identifying trends early, and intervening in a timely fashion 
in epidemics.

One of the main teachings of complexity economics is that cre-

98 Scott (1998).
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ative ideas are primarily generated bottom up, not top down, 
through interactions and cross-fertilisations of ideas promul-
gated by human contacts via various means. A critical role for 
the policymaker is that of connecting and supporting. Creativ-
ity remains the source of innovation, technological progress, 
and prosperity under all frameworks – how we encourage and 
support it is the point of difference. Think of a landscaper rather 
than an architect – the focus is on creating the right ecosystems 
for people, communities and ideas to flourish.

This type of policy framework embraces localism, encour-
agement of experimentation at the local level, small steps in 
implementation, reversibility and fast failures, and planning on 
surprises. It is built around the benefits of decentralisation and 
emergence. Collective wellbeing is pursued not by searching 
for investment levers that will enhance well-defined social out-
comes, rather by making it easier for people to pursue the varied 
lives they value, with no predefined desired social outcomes.

As Beinhocker (2016) argues, we must take a more deliberate-
ly evolutionary view of policy development. Rather than think-
ing of policy as a fixed set of rules or institutions engineered to 
address a specific set of issues, we should think of policy as an 
adapting portfolio of experiments that helps shape the evolution 
of the economy and society over time.

There are three principles underpinning this approach:

 Rather than predict, we should encourage experimentation 
in communities and at local levels, and then supporting local 
experiments, aimed at addressing local problems, when they 
are having locally desired outcomes. It is wise to undertake 
these experiments on a small scale first, ascertain which 
work, scale-up the ones that are working, and eliminate the 
ones that are not. Such an evolutionary approach recognises 
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the complexity of social-economic systems, the difficulty of 
predicting what solutions will work in advance, and difficul-
ties in real-world implementation. Failures then happen on 
a small scale and become opportunities to learn rather than 
hard-to-reverse policy disasters.

 Policies and institutions should be made as adaptable as pos-
sible. A good approach is to create rules that provide general 
frameworks, but then adapt to specific circumstances. One 
example is the way that California’s building codes have suc-
ceeded in reducing energy consumption. Rather than try to 
predict the state of energy-efficient technologies in future 
years, the regulators created a set of general performance 
standards that automatically ratchet up as the state of tech-
nology improved.

 And finally, policy makers need to think of themselves less 
as social engineers and more as system stewards. As Michael 
Hallsworth from the Institute for Government (IFG) explains, 
rather than engineering specific outcomes, government’s role 
as system steward is to create the conditions in which interact-
ing agents in the system will adapt towards socially desirable 
outcomes. Policy design and implementation are thought of as 
integral rather than separately, and mechanisms for feedback 
and continuous learning and improvement are built in from 
the beginning.99 

Institutions and wellbeing
In a complex and evolving world dominated by radical uncertain-
ty, the scope and instruments of public policy available to a well-
being state need to be expanded to include the comprehensive 
99 See Beinhocker (2016), from where this material is sourced, for a more 

detailed discussion of all these points.
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ecosystem that surrounds all decision makers. Instead of using 
direct interventions to achieve certain goals, the government 
could rather try to influence the rules of the game. The rules of 
the game are the institutions that define the individual agents’ 
action sets.

In this context, North (1994) describes institutions as ‘the 
humanly devised constraints that structure human interaction. 
They are made up of formal constraints (rules, laws, constitu-
tions), informal constraints (norms of behaviour, conventions, 
and self-imposed codes of conduct), and their enforcement char-
acteristics. Together they define the incentive structure of socie-
ties and specifically economies.’100

Hodgson (2006) offers a broader definition of institutions as 
systems of established and embedded social rules that structure 
social interactions. Institutions do not just constrain and influ-
ence the choices and actions of individual consumers and busi-
nesses. They also perform a critical enabling function, and their 
evolution is endogenous.101

According to North (1990, 1991), institutions comprise both 
informal constraints (such as sanctions, taboos, customs, tradi-
tions, codes of conduct) and formal rules (such as constitutions, 
laws, property rights). The former form part of the heritage we 
refer to as culture, while the latter are created by the state. In 
both cases, their fundamental role is to create order and reduce 
uncertainty.102

When wider wellbeing is the objective of public policy, what 
types of institutions are most suited, as instruments, to deliver-
ing that objective? Bennett et al. (2016) trace the origins of this 

100 p2.
101 Arvanitidis (2004), Acemoglu and Robinson (2013).
102 Bennett et al. (2016), p7.
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exploration to the classical economists Adam Smith, John Stuart 
Mill, and David Ricardo, stating that they ‘stressed the impor-
tance of institutions, public policy, and the rule of law in shaping 
economic performance and human wellbeing’.103

The modern version of this line of exploration, under the 
themes fundamental (as distinct from proximate) causes of eco-
nomic growth and development and deep roots of economic 
development, is well represented by the works of Acemoglu and 
Robinson (2013) and Spolaore and Wacziarg (2013), among many 
others.104

Case for localism as an institution
Rajan (2019) describes localism as ‘the process of decentralising 
power to the local level so that people feel more empowered in 
their communities. The community, rather than the nation, will 
become a possible vehicle for ethnic cohesiveness and cultural 
continuity.’ The underlying principle is that of subsidiarity: ‘pow-
ers should stay at the most decentralised level consistent with 
their effective use’.105

This does not mean that community powers will be unchecked. 
‘The state will have the responsibility of creating an inclusive 
framework at the national level, using open-access markets to 
include and connect a diverse set of local communities.’ Commu-
nities will be open to goods and services from across the nation, 
and the free flow of people, both in and out, will be guaranteed 
by law. This will all be assisted by free and competitive markets, 
and technology.106

103 pp5–6.
104 See also Hodgson (2014) for a broader discussion of institutions in the 

context of evolutionary economics. Appendix 1 in this book provides a brief 
survey of the empirical literature on the effects of institutions on econom-
ic and social outcomes.

105 p285.
106 Ibid. p285.
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In the New Zealand context, the spirit of localism is very nice-
ly captured by figure 13, which I have borrowed from Inspiring 
Communities (2020).

The figure highlights the recognition that ‘successful solu-
tions cannot be parachuted in from the outside. Success is framed 
within a collective lens – a local systems approach – where every-
one has something to contribute to activate positive change.’107 

In a country where different communities, cities and regions 
are prospering, potentially in very different ways, people have 
far wider opportunities to live the kinds of lives they want to live, 
without leaving the country.

107 Inspiring Communities (2020), p2.

Figure 13. Weaving our connections and contributions
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The role of good governance (see chapter 5) is to create the 
environment where such collaboration is encouraged and takes 
place. This includes, among other interventions, the communi-
cation of a strong sense of shared purpose, the empowerment of 
people to work differently to address the wicked problems they 
are addressing and to do what it takes, and to provide appropriate 
resourcing.108 

Central government agencies, assisted by technology that ena-
bles the collection and sharing of information on what various 
communities are trialling to improve their lives could provide a 
live database for everyone to contribute to, and share information 
about their experiments in improving their communities’ lives. 
They also have access to the analytical capabilities to assess what 
works and what does not, towards achieving community-defined 
objectives, to aid with investment decisions.

If there is to be increased devolved responsibility to local and 
regional governments for the delivery of services, this needs to 
be accompanied by increased sources of funding – with associ-
ated strong controls and incentives. As Crampton and Acharya 
(2015) argue, regional and local councils should be given a share 
of additional tax revenues generated when economic growth-en-
hancing policies are successfully implemented in the regions.

Several scholars, including Hayek (2013), note that the funda-
mental case for localism – deliberately supporting the flourishing 
of local communities and economies – is that local government is 
closer to the people it serves, is better able to reflect the needs of 
communities, is critical for the health and vitality of democracy, 
and provides a greater variety of choice that can accommodate 
different valued lives.

In this context, it is interesting and important to note the fol-

108 Inspiring Communities (2020), p7.
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lowing words from the Municipal Corporations Act 1842 in New 
Zealand: 

‘…the inhabitants themselves are best qualified, as well as 
by their more intimate knowledge of local affairs, as by their 
direct interests therein, to provide for the wants and needs of 
their respective settlements. … the central government would 
thus be deprived of the power of partiality in its legislation; 
while at the same time, the prosperity of the country at large, 
would be promoted by the honourable rivalry which would 
spring up among the various settlements.’

The rationale behind localism also finds support in the literature 
on incomplete contracts. The basic idea is to focus on the allo-
cation of residual decision rights through ownership decisions, 
as the fundamental response to uncertainty and contractual 
incompleteness. The ability to exercise residual control rights 
increases incentives to make relationship-specific investments 
by improving the ex-post bargaining position of an asset owner. 
Asset ownership should therefore be assigned to those with the 
potential to make the most important (value-enhancing), rela-
tionship-specific investments.

For example, the importance of the relationship between gen-
eral practitioners (GPs) and their patients provides an explana-
tion for the fact that GPs are the part of the health sector that in 
almost every country is privatised (that is, GPs, not the govern-
ment, ‘own’ the relationship with the patient). This leads to the 
recommendation that there should be less central government 
ownership of service delivery, with wider delegation of responsi-
bility for investment in outcomes and customer relationships to 
private or community service delivery organisations.109

109 Evans, Quigley, Guthrie (2012).
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In general, communities and regions want to own and solve 
their own problems; they are keen to pursue a partnership model 
with the central government. They want central government to 
facilitate, and participate in, exploratory conversations around 
the respective roles and responsibilities of central and local 
government in promoting regional economic development and 
broader wellbeing. They are keen on mutually respecting and 
beneficial partnerships.

One of the skills communities do not have, for example, is set-
ting up controlled trials and then evaluating their performance. 
Nor do they have the knowhow, technology and resources, to 
collect and share the data gathered from these trials so that they 
contribute to broader learning.

Localism – not a panacea
Localism, while a critical ingredient of public governance in 
addressing wicked problems, is not a panacea. Nothing is.

One of the key issues relates to the collective action prob-
lem.110 In essence, the problem, as it relates to managing the nat-
ural environment (just to take one example), can be described 
as follows. Power of private interests is concentrated, organised 
and effective. Public interest, on the other hand, relies on a dif-
fuse collective concerned with environmental damage. Benefits 
gained from extraction are much greater than any loss incurred 
at an individual level. Everyone gains benefits from nature, but 
not enough obvious benefits to fight as hard as those that benefit 
from extraction. No one feels the losses as hard either from envi-
ronmental damage. So the odds tend to be in the favour of the 
damaging actions over conservation. The adverse consequences 
of this specific problem for natural resource management in gen-

110 Olson (1971).
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eral, and fresh water management in particular, in New Zealand 
are extremely well analysed by Brown (2017).

This provides one plausible explanation as to why localism, 
despite being promoted as a great idea for a very long time, has 
not been embraced and implemented with enthusiasm in New 
Zealand.

At an international level, another main determinant of the 
degree of localism in various countries is the level of trust in local 
versus central government. One example comes from Sweden. 
After endorsing the view that there are good reasons to expect 
that citizens will appreciate local government more than central 
government, Erlingsson (2020) goes on to explain why, over the 
last few years, Swedes have started to trust municipalities less 
than the central government:

‘…the unfortunate combination of three factors have brought 
about this curious circumstance: 1) the far-reaching decen-
tralisation and principal role Swedish municipalities have 
successively been given in implementing assignments which 
lie at the heart of Swedish welfare state policies; 2) that several 
of the municipalities’ assignments are particularly suscepti-
ble to corruption; and 3) that the increase in responsibilities 
as well as the increased danger zones for corruption has not 
been accompanied by institutions that ensure transparency 
and checks-and-balances in local government, ultimate-
ly leaving Swedish local government with institutions that 
obfuscate accountability.’111

Institutions are an incomplete prescription for sustained wellbeing
Good institutions are a critical, and necessary, foundation for an 

111 p1.
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effective wellbeing policy. There is a huge volume of literature, 
supported by heaps of empirical evidence, that good institutions 
are necessary – in fact critical – for sustainably good environ-
mental, social and economic outcomes.

But are they adequate? Amartya Sen (2017)112 distinguishes 
between two traditions:

Social contract tradition
 Nature of the perfectly just society – perfection-focused 

approach.

 Institution-focused – concentrating on getting the institutions 
right.

Social choice approach
This approach focuses on social realisations, including:

 Outcomes that emerge, as well as …

 … the processes through which those outcomes come about.

The focus here is on comparative justice and injustice, concen-
trating on actual outcomes that reflect not only institutions but 
also social interactions and other factors that generate actual 
outcomes.

What matters is not only getting the institutions right, but also 
what results from these institutions and other arrangements – 
reflecting actual behaviours and social interactions – dealing 
with and removing manifest injustices.

This is also precisely the point made by Banerjee and Duflo 
(2011) as well when they critically but constructively analyse the 
effectiveness of macro institutions in improving people’s lives, 
112 pp362–364.
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also citing other scholars such as William Easterly and Jeffrey 
Sachs. ‘The focus on broad INSTITUTIONS as a necessary and 
sufficient condition for anything good to happen is somewhat 
misplaced.’113

As a complement, they advocate a ground-up (organic) 
approach to the emergence of good institutions, gradually over 
time, suited to local circumstances and needs, and supported by 
central governments as appropriate. Such institutions cannot be 
imported and/or imposed from abroad. They need to be nour-
ished from within, supported by freedom and liberty.

‘Careful understanding of the motivations and constraints of 
everyone (poor people, civil servants, taxpayers, elected poli-
ticians, and so on) can lead to policies and institutions that are 
better designed, and less likely to be perverted by corruption 
or dereliction of duty. These changes will be incremental, but 
they will sustain and build on themselves. They can be the 
start of a quiet revolution.’114

Critical role of political economy
This all fits in nicely with a very rich literature on complexity eco-
nomics, institutional economics, and evolutionary economics, 
which are totally in tune with the Darwinian theory of evolution 
– arguing that a deliberate policy of encouraging different local 
experiments, and then selecting and amplifying the successful 
ones, can help complex economic and social systems evolve and 
flourish. The distinctive role of policy is to encourage, nudge, and 
support, while putting controls in place to prevent the building of 
excesses.115

113 p264.
114 p265.
115 See Arthur (2014), Ostrom (2009).
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As Dietz et al. (2003) put it, ‘Human institutions – ways of 
organising activities – affect the resilience of the environment. 
Locally evolved institutional arrangements governed by stable 
communities and buffered from outside forces have sustained 
resources successfully for centuries, although they often fail 
when rapid change occurs. Ideal conditions for governance are 
increasingly rare. Critical problems, such as transboundary pol-
lution, tropical deforestation, and climate change, are at larger 
scales and involve nonlocal influences. Promising strategies for 
addressing these problems include dialogue among interested 
parties, officials, and scientists; complex, redundant, and layered 
institutions; a mix of institutional types; and designs that facili-
tate experimentation, learning, and change.’116

However, this is where political economy challenges come 
into play. 

‘A major challenge for these more adaptive approaches to pol-
icy is the political difficulty of failure. Learning from a port-
folio of experiments necessitates that some experiments will 
fail. Evolution is a highly innovative but inherently wasteful 
process – many options are often tried before the right one 
is discovered. Yet politicians are held to an impossibly high 
standard, where any failure, large or small, can be used to call 
into question their entire record.

‘Likewise, politicians are always expected to have clear plans, 
and simple, easy to understand answers in which they have 
unshakeable confidence. You would never hear a politician 
give a speech where she or he says, “It is a complex problem, 
we’re not sure what to do. But we have several good ideas that 
we’ll try on a small scale. We’ll then ramp up the ones that 

116 p1907.
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work and close down the ones that don’t, and then have a good 
shot at solving it.”

‘For some reason, we don’t mind such an approach when it 
is used by doctors looking for new drugs, energy companies 
looking for oil, or venture capitalists looking for the next big 
idea. But we seem to prefer politicians who tell us the world is 
simple and predictable, even though we know it to be complex 
and unpredictable.

‘So, an explicit, widespread use of new economic approaches 
to policymaking may require some education of citizens, the 
media and politicians themselves on the risks of overconfi-
dent top-down solutions, and the importance of small-scale 
failures as a way to learn and prevent large-scale disasters.’117
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There is now an emerging consensus on the need to augment 
income with complementary measures of wellbeing in evaluat-
ing the success of public policy, since income is not a good proxy 
for all indicators of wellbeing.

While dissatisfaction with income as a measure of wellbeing 
has a long history,118 the move to expand measures of wellbeing 
beyond income was given a significant impetus with the publi-
cation of the report of the Stiglitz-Sen-Fitoussi Commission.119 
Useful surveys of this broad literature are provided by the con-
tributions in Adler and Fleurbaey (2016).

At a practical level, and consistent with the point about the 
inadequacy of an exclusive or primary focus on income as a 
source or measure of wellbeing, we can assess whether we are 
pursuing and achieving genuinely wellbeing-focused policy 
objectives through four complementary lenses.

First, by establishing whether more resources are being made 
available to support better lives – say, more funding for housing.

Second, by assessing whether these resources are being con-
verted into higher capabilities and opportunities (i.e. ‘function-
ings’) for a better life – say, better quantity and quality of housing. 

118 See, for example, Coyle (2014, 2015); Nordhaus and Tobin (1972); Saunders 
and Dalziel (2017); Waring (1988); Fleurbaey and Blanchet (2013); Boarini 
and d’Ercole (2013); van den Bergh (2009).

119 Stiglitz et al. (2009).

7. How do we know if policy is 
effective?
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 Wellbeing snapshot – current and future
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Third, and as a complementary step to the first two, by sim-
ply asking people, through various survey-based assessments of 
subjective wellbeing, whether their lives are improving or not. As 
a subset of, and complement to, this third tool, we can also spe-
cifically target the most disadvantaged people in the population 
and ask them whether their lives are improving.

Where intergenerational wellbeing is the objective of public 
policy, there needs to be a fourth assessment specifically target-
ed at evaluating whether public policy is creating the platform for 
sustainable intergenerational wellbeing. Good public policies, in 
this specific context, are those that enlarge the wellbeing garden. 
To anticipate what follows, this is an attempt to apply a rights 
based, as distinct from a utility centred, evaluative framework to 
public policy choices.120

When we are dealing with a multidimensional wellbeing 
function, policy makers will always be looking for policy inter-
ventions that have multiple and mutually reinforcing benefits. 
Below we assess New Zealand’s progress on wellbeing through 
these complementary lenses.

Looking backward
Figure 14 is from OECD (2020 c). It provides a summary of cur-
rent (top half) and future-looking (bottom half) indicators of 
wellbeing.

New Zealanders generally enjoy high levels of wellbeing, as 
indicated by the OECD’s How’s Life indicators. Overall, outcomes 
are particularly good for employment and long-term unemploy-
ment, housing size, perceived health, social support and air qual-
ity.

Compared with other OECD countries, average earnings and 

120 Sen (2017), p420.
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household income are low, reflecting low productivity, housing 
affordability is a significant challenge, a large share of people 
usually work long hours (50 or more per week) or do not have 
much time off work, and feelings of safety are below the OECD 
average.

Over the last decade, child poverty rates have increased on 
some measures (such as those based on a relative poverty line of 
50 percent of median equivalised disposable household income 
before housing costs) but declined on others (such as those based 
on the same relative poverty line but after housing costs).’121

We can also assess New Zealand’s performance relative to 
its own history, for example by considering recent trends. As we 
can see from table 2 below, from the 2017 OECD Review of New Zea-
land,122 some of the components of wellbeing – including income 
and wealth, the employment rate, real earnings, work-life bal-
ance, life expectancy at birth – have improved in New Zealand 
over the past ten years, while others – labour market insecurity, 
incidence of job strain, housing affordability, civic engagement 
– have deteriorated. Note that subjective wellbeing (SWB) is sep-
arately reported in table 2.

A very detailed analysis of SWB across various population 
segments, classified by gender, ethnicity, age etc., is provided by 
McLeod (2018). Beneath the bonnet of an on average high well-
being picture for New Zealand, that work highlights a number of 
significant inequalities, which were also picked up in the Wellbe-
ing Budget 2019.

By way of an example, figure 15 presents the wellbeing perfor-
mance of our Maori population relative to New Zealand averages.

121 OECD (2019 a), p7.
122 OECD (2017 a).
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Table 2. Change in New Zealand’s average wellbeing over the past ten 
years

Dimension Description Change

Income and 
wealth

Household net adjusted disposable income has increased over 
the past decade. After rising sharply from 2005 to 2007, growth 
stalled in 2008, resuming in recent years and peaking in 2013.

Þ

Jobs and 
earnings

In 2015, the employment rate was very close to its 2005 level, 
having fallen from 2006 to 2010 and gradually recovered in more 
recent years. Real earnings in New Zealand are 14% higher than 
a decade ago. Other job indicators have worsened in the last 10 
years: labour market insecurity remains relatively high compared 
to 2005, and the incidence of job strain has risen by almost 7 
percentage points.

ÙÚ

Þ

à

à

Housing 
conditions

The number of rooms per person has remained relatively stable 
since 2005, and above the OECD average. Housing affordability 
has meanwhile worsened slightly in the past decade, with the 
proportion of income spent on housing costs increasing from 
25.8% in 2005 to 26.2% in 2014.

ÙÚ

à

Work-life 
balance

The share of employees working 50 hours or more per week fell by 
2 percentage points from 2005 to 2015 in New Zealand, steeper 
than the 0.7 fall recorded for the OECD on average over the same 
period.

Þ

Health 
status

Life expectancy at birth has improved by roughly 2 years since 
2005, in line with the OECD average increase. Self-reported health 
has remained relatively stable from 2007 to 2016.

Þ

ÙÚ

Education 
and skills

The share of adults having completed upper secondary 
education increased by 2.5 percentage points from 2014 to 2016 
(comparable data are not available prior to 2014).

Þ

Social 
connections

The share of people who have relatives or friends whom they can 
count on to help in case of need has remained reasonably stable 
in the past 10 years.

ÙÚ

Civil 
engagement

Voter turnout among the population registered to vote fell by 3.3 
percentage points between the 2005 and 2014 general elections. à

Environ-
mental 
quality

Both satisfaction with local water quality and exposure to PM2.5 
air pollution have remained relatively stable in New Zealand over 
the past decade.

ÙÚ

ÙÚ

Personal 
security

The rate of deaths due to assault has fallen by almost one-
quarter compared to 2005. The proportion of people who feel safe 
when walking alone at night has increased gradually, from 61% in 
2005–2007 to 65% in 2014–16.

Þ

Þ

Subjective 
wellbeing

Life satisfaction in New Zealand has remained broadly stable and 
at relatively high levels over the past decade. ÙÚ

Note: for each indicator in every dimension: Þ refers to an improvement; ÙÚ indicates little 
or no change; and à signals deterioration. This is based on a comparison of the starting year 
(2005 in most cases) and the latest available year (usually 2015 or 2016). The order of the 
arrows shown in column three corresponds to that of the indicators mentioned in column two.
Source: OECD (2017 b). How’s Life? – https://www.keepeek.com//Digital-Asset-Management/
oecd/economics/how-s-life-2017_how_life-2017-en#.Wpu1EuhubD4
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Looking forward
‘New Zealand fares well in several aspects of the four capitals 
– natural, financial and physical, human, and social – that 
underpin future well-being. At least half of the indicators 
monitored by the OECD in each category rank amongst the 
top third of OECD countries, except for financial and physical 
capital.

‘Nevertheless, reforms will be needed to counter the deterio-
ration over the past decade in some areas of relative strength, 
notably students’ cognitive skills at age 15, long-term unem-
ployment and land area covered by forests.

‘New Zealand does less well in building knowledge capital 
through R&D, natural capital through greenhouse gas (GHG) 
emissions and freshwater abstractions, and human capital 
owing to the spread of obesity. The expansion of dairy farming 
has catalysed a deterioration in water quality, and biodiversity 
is under threat.

‘Social capital is particularly strong. A factor that contributes 
to [it] is low perceptions of corruption, although there has been 

Figure 15. Māori wellbeing measures viz NZ averages
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some deterioration in recent years. Perceptions of the use of 
public power for private gain are also low.’123

In summarising, both the backward looking and current as well 
as future-looking indicators of wellbeing in New Zealand, the 
OECD Report (2019 a) states:

‘Well-being is high on most dimensions but weaknesses, such 
as relatively low productivity and earnings, uneven distribu-
tion, challenges of housing affordability and child well-being, 
and threats to natural capital, need to be addressed.

‘Embedding the well-being approach further into public 
policymaking holds the promise of making policy advice 
and implementation more effective, through better targeted 
actions, a deeper understanding of trade-offs, and more coor-
dinated collaboration across agencies.’124

123 OECD (2019 a), p7.
124 OECD (2019 a), p11.

Figure 16. ‘Genuine savings’
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The future-looking summary presented above can be comple-
mented in two ways. First, by presenting an analysis of ‘sustain-
ability’, and second through the prism of the quality of public 
policy presented in figure 4, the prism of the wellbeing frontier.

Sustainability
A recent paper by Qasim et al. (2018) uses the genuine savings 
(or weak sustainability) concept, to assess the sustainability of 
wellbeing for New Zealand. An indicator of weak sustainabili-
ty is when income from the use of non-renewable resources is 
reinvested in renewable resources to maintain total wealth and 
to achieve non-declining human wellbeing over time. According 
to this framework, an economy which saves more than the com-
bined depreciation of its stocks of natural capital and produced 
capital will be weakly sustainable.125

Although Qasim et al. (2018) report some evidence of weak 
sustainability for the New Zealand economy over the long term 
(1950–2015), they also report on indicators highlighting pres-
sures arising from strong population growth and low productivi-
ty growth on the sustainability of wellbeing in New Zealand. 

As a nation, New Zealand is not saving sufficiently to expect 
growing wellbeing over time. Figure 16 demonstrates this result 
in the form of a gross savings gap expressed as a percentage of 
gross national savings. The gap measures the extent to which 
New Zealand as a nation needs to increase its saving in order 
to maintain its per capita wellbeing over time. The key message 
is that New Zealand should continue to increase its savings 
and investing at levels necessary to ensure sustainable future 
increases in wellbeing.

125 Ibid, p2.
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Wellbeing garden
I start by providing some measures that shed light on recent 
trends in the key pillars defining the boundaries of the wellbeing 
garden, before I then present the evolution of the size and shape 
of the garden across time. This is my attempt to operationalise 
the assessment of the success or failure of an intergenerational 
rights-based evaluative framework for public policy.126

The OECD’s (2017, 2019) assessments of trends in New Zea-
land, when viewed through the lens of the main pillars defining 
the boundaries of the wellbeing garden, highlight some of the 
stresses building on the shape and size of the garden:

 On equity, ‘Disposable income inequality is above the OECD 
average, reflecting less-than-average redistribution through 
taxes and transfers … and the child-poverty rate, which is 
around the OECD average, is more than double the rate in 
the best performing OECD countries. Living standards and 
economic growth also vary considerably ethnically and geo-
graphically.’127

 ‘House prices have risen, affordability has dropped and home-
lessness is high, calling for urgent reforms to ease constraints 
on housing supply.’128

 A recent paper by Smith (2018) has also raised serious con-
cerns about poverty in New Zealand, emphasising the point 
that, improving economic indicators such as the declining 
unemployment rate, has not been able to reverse the trend of 
increasing poverty in the country.

 With respect to the potential economic growth rate, productivity 

126 Sen (2017), p420.
127 OECD (2017 a), p16.
128 OECD (2019 a), p12.
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is highlighted in both the 2017 and 2019 reports as a chal-
lenge. This is a major influence on the potential growth rate 
of the economy. ‘Despite generally good macroeconomic- and 
structural policy settings, New Zealand has relatively low pro-
ductivity levels and hence earnings.’129

 On matters relating to environmental quality, the OECD report 
(2017 a) notes that: [These same messages are again empha-
sised in the OECD (2019 a) Review.]

 Strong growth in primary industries may jeopardise envi-
ronmental quality. Pollution from farming and urbani-
sation is reducing water quality, and water scarcity is an 
increasing concern.

 Greenhouse gas emissions are high and continue to grow. 
While half of emissions come from agriculture, total trans-
port and industry emissions are rising fastest.

 New Zealand has one of the world’s largest shares of threat-
ened species. (Executive summary).

 On social capital, which provides the foundation for social 
cohesion, the OECD (2019 a) is complimentary on New Zea-
land’s performance: ‘Social capital is particularly strong. A 
factor that contributes to high social capital is low perceptions 
of corruption, although there has been some deterioration in 
recent years. Perceptions of the use of public power for private 
gain are also low.’130

We can complement the preceding analysis with a measure of 
the evolution of the size and shape of the wellbeing garden. In 
this context, figure 17 should be seen as illustrative only, since 
the underlying data is pretty weak. We do not have consistent 

129 OECD (2019 a), p12.
130 p7.
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Figure 17. Evolution of the New Zealand wellbeing garden (or frontier)
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data over a long period of time to provide a basis for reliable time 
series on the five pillars that define the boundary of the garden. 
This is why we have deliberately provided only two representa-
tions of the perimeter of the garden, based on data for (around) 
the periods 2005 and 2018. Treating 2005 as the base (index no 
= 100), we have represented the 2018 data as a deviation (ratio) of 
the same (or corresponding) measure from that base.

If we wish to assess public policy from an intergeneration-
al wellbeing perspective, we need high-quality data to help us 
measure the size of the wellbeing garden. In the words attributed 
to Antoine de Saint-Exupery, ‘If you want to build a ship, don’t 
drum up people to collect wood and don’t assign them tasks and 
work, but rather teach them to long for the endless immensity of 
the sea.’131

 The equity dimension of the wellbeing frontier conceptually 

131 https://bobramseyseminars.com/2014/04/15/if-you-want-to-build-a-ship

https://bobramseyseminars.com/2014/04/15/if-you-want-to-build-a-ship
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represents widespread access to all forms of wealth. We have 
used the data presented in one of the reports to the Tax Work-
ing Group132 on wealth inequality, using a wealth Gini coeffi-
cient as a measure.

 The Environmental Quality measure is from Wendling et al. 
(2018) based on their Environmental Performance Index. The 
index covers 24 performance indicators across 10 ‘issue cate-
gories’ covering environmental health and ecosystem vitality. 
New Zealand’s ranking went from 1 to 17 between 2006 and 
2018 – and its performance index went from 88.0 to 76.0. How-
ever, the authors warn that because of changes in index-con-
struction methodology, this comparison may be misleading. 
Based on a baseline score of 73 (roughly based on ten years 
ago), one can see the score of 76 as an improvement. In short, 
like with the other data used to construct the wellbeing fron-
tiers between 2005 (or thereabouts) and 2018 (or thereabouts), 
these data need to be viewed with caution.

 The economy represents the potential growth rate of the econ-
omy – and is sourced from the OECD Databases (OECD Data; 
OECD Statistics).

 The society dimension conceptually represents social cohe-
sion and is proxied by survey-based generalised trust data, 
obtained from Ospina and Rozer (2016).

 The freedom measure is based on the Human Freedom Index 
constructed by Vásquez and Porčnik (2019).

Broadly speaking, based on the evidence and data presented in 
this section, we can conclude that there are stresses building 
on New Zealand’s wellbeing garden. These stresses are concen-

132 IRD and NZ Treasury (2018).
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trated on the natural environment and equity. If these stresses 
are not addressed, they have the potential to create pressure on 
social cohesion and potential economic growth as well. These are 
the main sources of concern about the strength of the platform 
for an intergenerationally sustainable wellbeing for New Zealand.

As the OECD (2019 a) Review summarises: ‘Well-being is high 
on most dimensions but weaknesses, such as relatively low 
productivity and earnings, uneven distribution, challenges of 
housing affordability and child well-being, and threats to natural 
capital, need to be addressed.’133

If required for policy analysis and prioritisation,134 the total 
‘size’ of the wellbeing garden (WG) can be calculated by multiply-
ing the measures for each of the five domains: WG = Eq x En x Ec 
x So x Fr. Viable policy interventions – those that push out or leave 
unmoved each of the five pillars defining the boundaries of the 
wellbeing garden – can then be prioritised by ranking their impact 
on the ratio of the change in the size of the garden, thus measured, 
to the cost of the intervention (some sort of benefit/cost analysis). 
We would do this in comparing only viable policy interventions.

Doing so could be subject to the same types of criticism that 
the well-known equation I = P x A x T has been subjected to. The 
expression equates human impact on the environment (I) to the 
product of three factors: population (P), affluence (A), and tech-
nology (T). One of these criticisms is that the equation ignores 
(or makes light of) the interdependencies between P, A, T – and 
implicitly treats them as independent.135

Such interdependencies are at the centre of our modelling 
work (see Karacaoglu et al. 2019 and chapter 9 of this book). They 

133 p11.
134 See chapter 8 of this book. 
135 Chertow (2008), Wikipedia I=PAT.
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help us prioritise potential policy interventions aimed at expand-
ing the wellbeing garden. The suggested measure of the size of 
the garden is simply a proxy for the failure or success of such 
policy interventions. This is what I turn to in the next chapter.

Before I do so, it is worth emphasising that there are other eval-
uative frameworks, which can be viewed as complementary to, and 
narrower than, the one suggested here. Among such alternatives, 
the prominent one is based on measures of subjective wellbeing 
(SWB), and variations thereof (such as equivalent incomes). These 
are essentially variations of what Sen (2017, p420) refers to as ‘util-
ity-centred’ evaluative frameworks. A practical application and 
illustration is provided by cost-benefit analyses of projects, where 
the measurement of both costs and benefits is in terms of subjec-
tive wellbeing (or equivalent incomes) – cost-wellbeing analyses.136 
These are perfectly suitable for small-world exercises (to use the 
language of Kay and King 2020), such as cost-benefit analyses of 
projects, in environments of limited uncertainty.

Our focus is on the design and implementation of public policy 
at a system level, as it relates to the large world (of Kay and King 
2020) – and one that is dominated by radical uncertainty. We sug-
gest that in that type of social choice environment, our comple-
mentary approach adds distinctive value, especially when we are 
assessing the comparative merits of longer-term systemic inter-
ventions, focused on enhancing intergenerational wellbeing. We 
suggest that using the categorisation proposed by Sen (2017, p420) 
this would represent a rights-based policy approach – where the 
expansion of the wellbeing garden symbolises enhanced oppor-
tunities for all concerned, including future generations, to live the 
lives they value.

136 Adler and Fleurbaey (2016), Frijters et al. (2019), Jara and Schokkaert 
(2016), MacCulloch (2016) provide examples and lots of references.
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If there were the political will to set up the governance and fund-
ing structures along the lines advocated in chapter 5, then the 
processes outlined in that chapter would generate the required 
prioritisation through a very inclusive process. Such prioritisa-
tion needs to be informed by analysis and evidence.

If I were advising an Independent Office of Wellbeing (IOW) in 
New Zealand on what we need to be prioritising, given where we 
are right now as a country, what would my advice be – towards 
laying the foundation for a better future and why?

Prioritisation
Martin and Pindyck (2015) pose the following question: faced 
with numerous potential catastrophes, with uncertainties sur-
rounding occurrences and timings, which should society attempt 
to avert? Of course, we can also ask the question in a positive way: 
faced with numerous investment opportunities at a systems lev-
el, which should society prioritise? In answering this question, 
we need to keep in mind the policy objective of improving well-
being on a sustainable basis across generations.

This is also the type of question on which the broader poli-
cy-oriented literature on the United Nations Sustainable Devel-
opment Goals (SDGs) is increasingly focused:137 considering the 

137 Griggs et al. (2013).

8. What would I prioritise  
and why?
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strong dependencies between these goals, which should we pri-
oritise so that we achieve the highest sustainable social return 
on our investment? In planning for and prioritising these invest-
ments, it is critical that we take their complementarities in gen-
erating wellbeing into account.

Burns and Howard (2018) discuss the implications of the 
SDGs’ multidimensional framework, arguing for a more integrat-
ed understanding of how the component dimensions interrelate. 
They argue that while it is possible to effect positive change in 
one dimension of wellbeing, there may be no practical improve-
ment in an individual’s circumstances unless there are parallel 
changes in related dimensions.138

In line with this broad literature, the answer suggested by 
our analysis is that priorities should be set by identifying policy 
interventions that have multiple, mutually reinforcing, benefits 
in terms of enhancing intergenerational wellbeing.

In principle, prioritisation of a set of viable policies when inter-
generational wellbeing is the policy objective can be based on the 
change in the size of the wellbeing garden, subject to the constraint 
that viable policy interventions are those that push out or leave 
unmoved each of the five pillars surrounding the wellbeing garden.

Following the identification of the set of viable policy inter-
ventions, we would rank policies to reflect the ordering of the 
ratios of the expansion of the size of the frontier to the cost of the 
proposed intervention – a form of benefit-cost analysis, using a 
rights-based evaluative framework.

At this stage of the development of the wellbeing framework, 
we do not have adequate data nor a complete model, to apply such 
a thorough benefit-cost analysis for policy prioritisation. Never-
theless, what follows is based on the same principles.

138 See also Burns and Worsley (2015), Clark (2005), Costanza et al. (2017).
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My priorities
The priorities identified and discussed below have been informed 
by the stresses on the wellbeing frontier that were identified in 
chapter 7. These stresses are concentrated on the natural envi-
ronment and equity. If they are not attended to with some degree 
of urgency, they will also start putting pressure on the other key 
dimensions of the wellbeing frontier, such as social cohesion. 
On the flip side, if they are dealt with adequately and in the right 
manner, they will have positive benefits for the other dimensions 
of wellbeing, such as potential economic growth.

The priorities and the way they are configured and applied 
also reflect the complementarities between the domains of well-
being. These are arrived at through modelling exercises.

Top two priorities
Our own work139 suggests that, given where we are right now, 
the top two priorities of a public policy that has intergeneration-
al wellbeing as its primary objective, should be a universal and 
comprehensive leave no one behind strategy, complemented by 
investments that build resilience to systemic risks to the natural 
environment, both accompanied by just and viable transition 
strategies.

It is important to emphasise that this prioritisation is condi-
tioned by our starting point, which includes (by way of examples) 
financial system stability and resilience, as well as social cohe-
sion. In other words, at this stage, there are no apparent major 
stresses on these specific dimensions of the wellbeing garden.

Of course, the obvious next questions are: why (what is the 
justification for this specific set of prioritisations) and how (how 
would we give effect to them)?

139 Karacaoglu et al. (2019).
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Leaving no one behind
Let us start by emphasising that there is a huge difference 
between a leaving no one behind strategy and an anti-poverty 
strategy. The latter is primarily about reducing pain and depri-
vation today. It is about giving, redistribution and welfare. The 
former is about making sure that all citizens have the opportuni-
ties and capabilities (that is, substantial freedoms) to pursue the 
lives they value. It is about investing, enabling, pre-distribution 
and wellbeing.

These are of course complementary strategies, and they are 
all necessary. Nevertheless, ‘Defining people by their problems 
is turning circumstance into essence. It denies hope.’140 Camfield 
(2006) describes the advantages of a capabilities-based wellbeing 
approach from an ethnographic perspective. It spurs much need-
ed critical awareness on the positive dimensions of the human 
experience, enabling researchers to explore what ‘people have 
and are able to do, rather than focusing on their deficits, which 
should produce more credible and respectful representations of 
people’s lives to inform development policy and practice.’141

Giving top priority to a leave no one behind strategy would 
make a positive contribution to all five dimensions of systemic 
resilience that we identified as critical in chapter 4. To see why 
this is so intuitively, imagine that we are all stakeholders in a 
private company. We may be workers in the company, or holding 
management positions in it, and/or shareholders, or may have 
lent the company funds.

Let us assume further that this company has demonstrated 
that it cares deeply about its employees. It has established a cre-
che for the children of its employees. It has a hospital and medi-

140 Banerjee and Duflo (2019), p322.
141 Camfield (2006), p2.
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cal centre that looks after them when they are unwell. It also has 
a retirement home where employees can live after their retire-
ment, should they choose to do so. Workers and managers have 
an effective voice at the company Board table, through member-
ship or other forms of representation.

As stakeholders we would be truly invested in this company. 
We would deeply care about its performance and sustainability. 
We would want it to do well. We would do our best to support it 
because when the company does well, we also do well, whatever 
stage of life we are in.

That is precisely what we wish to achieve with all our citizens. 
We want every citizen to be a stakeholder in the country in which 
we live. We want them to be invested in it. We want every citizen 
to be intensely interested in how the country is feeling and do 
their best for the wellbeing of the country at large, because when 
the country is doing well, each of us does well.

In such a country, each citizen would be intensely interested 
in how the government at all levels is performing, the quality 
of the natural environment, living at peace with each other, the 
country’s economic performance – because there is something 
in the country’ success for them, as individuals, as families, and 
as communities.

As Crouch (2020) expresses it:

‘Democracy thrives when there are major opportunities for 
the mass of ordinary people to participate, through discus-
sion and autonomous organizations, in shaping the agenda of 
public life, and when they are actively using these opportuni-
ties. …

‘Societies probably come closest to democracy in my maximal 
sense in the early years of achieving it or after great regime 
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crises, when enthusiasm for democracy is widespread and 
concern for political developments intense, as people feel 
their lives are being touched by them; when many diverse 
groups and organizations of ordinary people share in the task 
of trying to frame a political agenda that will at last respond 
to their concerns; when the powerful interests that dominate 
undemocratic societies are wrong-footed and thrown on the 
defensive; and when the political system has not quite discov-
ered how to manage and manipulate the new demands. These 
are democratic moments.’142

Broadening the availability of such opportunities and capabili-
ties helps reduce inequity and increase social cohesion. Through 
that channel, it increases potential economic growth, as well as 
increasing social and economic resilience. It also directly reduc-
es environmental degradation and increases environmental 
resilience because poverty is one of the biggest enemies of the 
environment.

‘Many current social problems are rooted in our neglect of the 
democratic process. The solution isn’t to dribble out enough 
crumbs to keep people at home, distracted, and otherwise 
pacified. Rather, we need to rejuvenate democratic politics, 
boost civic involvement, and seek collective solutions. Only 
with a mobilized, politically active society can we build the 
institutions we need for shared prosperity in the future, while 
protecting the most disadvantaged among us.’143

Investing towards a clean environment
An effective leaving no one behind strategy will have both posi-

142 pp4–5. 
143 Acemoglu (2019).
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tive and negative effects on the natural environment. As individ-
uals’ material, physical and psychological conditions improve, 
they tend to consume more. If nothing else is done, this higher 
consumption would lead to more pollution. On the other hand, 
people with higher incomes can afford to consume more envi-
ronmentally friendly products, such as electric vehicles.

It follows that if we were able to complement a leave no one 
behind strategy with a set of public policies that encourage the 
production and consumption of cleaner products, we would con-
currently be enhancing social, environmental, and economic 
resilience. This also provides an opportunity to direct any train-
ing and skilling programmes towards capabilities to operate 
cleaner technologies – contributing to both a leave no one behind 
strategy, as well as a cleaner environment strategy.

Just and viable transitions
All change is costly, and for some unsettling. In most cases of 
change, especially when major changes are involved, there will 
be winners and losers. On grounds of fairness, as well as main-
taining equity and social cohesion during periods of change, it is 
critical that transitions are managed well and equitably. This is 
what just transitions are all about, and it takes us back to the crit-
ical importance of partnerships and mutual trust in designing 
and implementing wellbeing policies.

To take an example, based say on the efforts to move the 
Taranaki energy sector away from fossil fuels, if (as we do now) 
we wish to gradually adopt more environmentally friendly pro-
cesses in our fuel production, current producers of these prod-
ucts need to be fully involved in every stage of the change pro-
cess. No one goes out of their way to deliberately cause damage 
to the environment. It is all about working collaboratively, in the 
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spirit of true partnership, to agree on where we want to get to and 
to manage the transition in a fair and equitable manner.

Focus on just transitions is very understandable and justifia-
ble. It partly reflects the legacy of the immense transition harms 
that were inflicted on various communities by the economic 
policies of the 1980s and 1990s with their primary focus on eco-
nomic efficiency.144 Equally important for sustainable wellbeing, 
however, is the requirement of a complementary focus on viable 
transitions. As shown in Karacaoglu et al. (2019), viability theo-
ry is focused on ensuring that dynamic systems do not violate 
critical boundaries as they respond to policy changes or external 
shocks. 

Viable policies are those that are chosen, designed and imple-
mented in a way that ensures that critical environmental, social 
and economic boundaries are not crossed. In the context of inter-
generational wellbeing, we define that critical boundary as the 
perimeter of the wellbeing garden of figure 4. As I pointed out in 
chapter 5, the works of Krumdieck (2020) and Transition-HQ are 
examples in New Zealand of efforts to make this idea practical. 
The wisdom that emanates from their explorations is that this 
cannot be centrally controlled – it needs to be embedded in the 
way we approach all our investment decisions, private and pub-
lic. In this context, the fact that the four wellbeings framework is 
now adopted by local and regional governments in New Zealand, 
as well as the increasing focus of the corporate sector on multiple 
bottom lines, are very encouraging developments. The govern-
ment should also insist on the New Zealand Infrastructure Com-
mission adopting this viability framework in its selection and 
prioritisation of all infrastructure projects. 

144 See, for example, Evans et al. (1996).
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How will these priorities be achieved?
This sounds fantastic, but how do we propose to achieve all this?

First and foremost, there is a requirement that those in lead-
ership positions develop and repeatedly communicate this nar-
rative to the citizens. The core message of the narrative is that 
the combination of leaving no one behind and clean environment 
strategies would provide extremely high returns in terms of sus-
tainable wellbeing, for ourselves as well as future generations.

The underlying narrative needs to be extremely well commu-
nicated and widely accepted if there is to be any chance of it being 
tried – let alone tried for long enough to work. We are talking 
about a massive transformational change in the way we govern 
this country which will require a commitment across several 
generations. This will not be achieved unless we have a shared 
narrative.

Although I did explain how this sort of massive transforma-
tion can be governed and funded in chapter 5, unless the broader 
narrative is widely endorsed and accountabilities for deliver-
ing the targeted wellbeing returns from these investments are 
clearly established and governed, there will be a huge amount of 
resentment about the financial costs associated with this trans-
formation programme.

Second, by showing that we care. This means providing every-
one with an opportunity to become a stakeholder in our society. 
By giving everyone access to education, healthcare and housing. 
By giving everyone who is capable, an employment opportunity. 
By making sure that everyone has a minimum level of adequate 
income. By looking after those who cannot look after themselves. 
By making sure that everyone has a voice in matters that affect 
them.
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This is the essence of the idea behind Universal Basic Services,145 
as distinct from Universal Basic Income. One of the most conten-
tious aspects of the conversations surrounding these ideas is 
whether these concepts are to be universal or means-tested. My 
strong preference is for means-tested access to government-pro-
vided and/or funded access to these primary services.

As Rajan (2020) puts it, ‘Inequality is a real problem today, 
but it is the inequality of opportunity, of access to capabilities, of 
place, not just of incomes and wealth. Higher spending and thus 
taxes may be necessary, not to punish the rich but to help the 
left-behind find new opportunity. This requires fresh policies not 
discredited old ones.’

These policies need to be concurrently focused on reducing 
suffering, while increasing opportunities and capabilities to pur-
sue valued lives.

For the current adult population, this needs to be delivered 
through training and employment opportunities as the top pri-
ority, and conditional cash support if the employment option is 
not available. Care also involves in-kind support as required for 
health and housing. For the young generation, the most effective 
and enduring way of showing care is to invest in them: in their 
education, health, and housing.

Access to assets provides a source of opportunities and capa-
bilities. In this vein, Smith (2018) argues for asset-based assis-
tance for high-risk children. Having identified children who are 
at high risk of future poverty (wards of the state), we would pro-
vide them with a reasonably generous cash endowment at the age 
of 18, so that they have the foundation for a positive start to their 
adult lives. The purposes for which this asset can be used for – 
such as education and skilling – would be strictly prescribed.

145 Coote and Percy (2020).
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A give and care system (to paraphrase Banajee and Duflo’s 
(2019) Cash and Care proposal) needs to be based on a strong 
partnership between central government, local and regional 
government, and communities. While cash will almost certainly 
be provided by the central government, most of the care will be 
delivered by the communities. However, equity and fairness are 
not a one-sided game. Every giving needs to be strongly condi-
tional on need and effort on the part of the recipient.

This is where the localism discussion of chapter 6 and the 
governance proposals presented in chapter 5 are also critically 
important. A lot of investment in building capability in commu-
nities through major local and regional government involvement 
is needed. Provision of central government funding should be 
accompanied by a strict requirement of accountabilities for the 
delivery of targeted outcomes.

Complementary clean environment strategies would be imple-
mented through a combination of taxes, regulations and subsi-
dies (including research and development subsidies) to encour-
age the switch of both production and consumption towards 
cleaner technologies and products. Concurrently, through R&D 
support and related measures, such policies would encourage 
investment in and thereby increased supply of human capital in 
the form of skilled labour and scientists who can work with clean 
machines. This package of policies is developed in Acemoglu et 
al. (2012) and summarised in Karacaoglu et al. (2019).

Subsidies for education and skilling can also help reduce the 
inequality in the distribution of human capital. By reducing the 
inequality in the distribution of market income, we would also 
be decreasing the inequality in the ownership of physical and 
financial (bank) capital through the convergence of saving rates 
across these clusters of individuals.
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An additional, critical, point was made very clearly by Sir Partha 
Dasgupta (2020). Population growth is one of the two main sources 
of stress on biodiversity, as well as the quality of the natural envi-
ronment in general. The second one is the growth and composi-
tion of human consumption. In a democratic society, it is almost 
impossible to imagine natural population growth being controlled 
by state-imposed rules and regulations. The main alternative is to 
achieve this over time through education and social persuasion. 
Here too investment in education yields huge dividends.

Where is the reasoning and evidence to support these priorities?
The reasoning and evidence supporting various facets of this 
narrative are extremely well developed in Acemoglu and Rob-
inson (2019), Banerjee and Duflo (2011, 2019), and Rajan (2019). 
Karacaoglu et al. (2019) provide an extensive survey of the associ-
ated literature. Appendix 2 of this book summarises some of the 
empirical literature supporting the narrative.

Figure 18 provides a summary of the outputs of some numer-
ical simulations, using a simplified version of the stylised model 
discussed in Karacaoglu et al. (2019). The main purpose of that 
model is to demonstrate the interactions of environmental, social 
and economic factors in influencing wellbeing. All simulations 
are calculated over a twenty-year period. The purpose of these 
simulations is to explore and demonstrate the interactions of 
wealth, poverty reduction, social cohesion, output, technology 
and environmental quality, in affecting wellbeing.

Starting from the upper left-hand side of figure 18, the first 
diagram represents the interaction between average per capita 
real wealth and wealth-poverty. In these simulations, poverty is 
measured (or represented) by the percentage of people whose 
ownership of wealth, broadly defined, is below a certain thresh-
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Figure 18. Simulations demonstrating the workings of policy 
recommendationsDynamic	  Model

2

old. The source of our long-run data on wealth for New Zealand is 
Qasim et al. (2018).

The diagram highlights and captures the very slow impact 
of an overall average increase in wealth on reducing poverty, in 
line with the evidence provided in Qasim et al. (2018). The solid 
(dashed) poverty line is obtained with no impact of comprehen-
sive wealth on reducing poverty. We note that poverty reduces 
from 20 percent to 19.2 percent over the twenty-year period due 
to policy-independent factors.

We then assume that average per capita wealth follows the 
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long-term improving trend shown in Qasim et al. (2018). We rep-
resent this trend numerically in this simulation as growth from 
$5,000 to $11,000 in 20 years, which assists a further decline in 
poverty to 16.4 percent – see the dashed line. So, in our model, a 6 
percent p.a. growth of comprehensive wealth can reduce poverty 
by about 4 percentage points after 20 years (i.e. from 20 percent 
to 16.4 percent). This is consistent with our expectation that an 
improvement in average per capita wealth alone will not suffice 
to make a significant dent in poverty levels.

The second diagram represents the consequential positive 
impact on social cohesion of the positive influence of increasing 
average wealth on poverty. These calibrations are informed by 
Green et al. (2011) and Larsen (2014), who confirm that social 
cohesion (measured by survey-based proxies for generalised 
trust) is very sticky, especially when we control for the main 
influences (such as inequality of various types and corruption) 
on it. Thus, in the diagram, social cohesion declines by only 0.9 
percentage points over twenty years, with the consequential 
improvement arising from the positive influence of increasing 
wealth on poverty being very marginal as well (dashed line).

The third diagram (the first diagram in the second row) 
depicts the consequential impact of an increase in comprehen-
sive wealth on environmental quality. The rate of environmental 
improvement due to self-cleaning is modest. We note that, in this 
calibration, both the natural improvement in environmental 
quality (with no production – the solid line), and the consequen-
tial positive impact on environmental quality (through reduction 
in poverty) of an increase in average wealth (the dashed line), are 
small. The parameter estimates are informed by the projections 
provided in Conti et al. (2016) and related USA Energy Informa-
tion Agency reports.
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We observe that the estimates characterise an economy with 
little environmental self-cleaning capacity and whose environ-
mental quality is positively, albeit only mildly, related to poverty 
reduction.

In the fourth diagram, we do allow for the impact of production 
on environmental quality, that is we turn on the output impact. 
We assume that per capita output (or real income) grows from 
$32,000 to $100,000 over the twenty-year period. We proceed 
to study the impact, over a twenty-year period, of production 
with dirty and relatively clean technologies represented by the 
share of output produced by each type of technology. Overall, we 
observe that environmental degradation can be reversed only if 
supported by strong policies, like one that would result in a six-
teen-fold decrease in the use of dirty technology – see the dashed 
line turning upwards.

In the last diagram, we bring all these influences together 
and assume that these various influences on wellbeing are of 
a complementary nature. In this figure we see five lines, each 
corresponding to a policy scenario that results in a different 
time profile of comprehensive wealth, output and technology 
improvement.

The fundamental point to note is that the largest positive 
impact on the externality multiplier on wellbeing results from a 
change in the composition of output. In other words, it happens 
as a result of the switch to cleaner technology in production and 
consumption.

It is also worth highlighting the positive impacts of a reduction 
in poverty, or increase in opportunity. Poverty reduction posi-
tively influences wellbeing through several, mutually-reinforc-
ing, channels. It is good for the environment because poor peo-
ple do not have the choices to consume environmental-friendly 
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products. It is also good for social cohesion because poverty is a 
source of all kinds of social tensions. Through these impacts, it 
then creates a series of second-round positive influences on well-
being, including social and environmental resilience.

Poverty-reducing or capability- and opportunity-enhancing 
measures provide examples of policy interventions that have 
multiple benefits. When dealing with multidimensional and 
mutually dependent environmental, social, and economic sys-
tems, these are the ideal types of interventions.

At an operational or management level, the distinctive fea-
tures of a wellbeing approach to public management is well-sum-
marised in the following table from Wallace (2019). The last col-
umn provides a useful summary of the main points in this book.

Table 3. Distinctive management features of a wellbeing approach

Public administration New public 
management

An emerging wellbeing 
approach

Aim Welfare Welfare Wellbeing

Measurement Input focus Output focus Outcomes focus

Structure Silo based Silo based
Horizontal integration 
(whole-of-
government)

Management Command and 
control

Command and 
control

Vertical integration 
(localism)

Service approach Professional Managerial Participation

Interventions
Universal care 
services and welfare 
for those in need

Universal care 
services and welfare 
for those in need

Universal care 
services and support 
for those at risk 
(prevention)
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Let us conclude by going back to the three questions posed in the 
preface:

 How are we to live? 
 By what standards should we judge ourselves? 
 For what virtues should we strive?

Throughout this book, these questions were addressed through 
the lens of public policy. But what about individual behaviour? 
Public policy cannot achieve its objectives unless human behav-
iour is aligned with these objectives. For example, if each of us 
lives a life that damages the natural environment, we cannot 
maintain or enhance environmental quality. If we each refuse to 
live in harmony with those from other backgrounds and cultures, 
we cannot achieve social cohesion in aggregate, and so on.

So what kind of individual behaviour and actions would be 
fully aligned with expanding the aggregate, collective wellbeing 
garden?

 Look after yourself, investing in yourself, in your own health, 
education and so on. 

 Be fair in dealing with others.

 Minimise your activities that harm the natural environment.

9. Living well – circular wellbeing
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 Work hard.

 Build networks and social connections.

 Do not hurt others.

 Enjoy your freedom and passionately protect the freedoms of 
everyone else.

I have good news. The science of wellbeing suggests that, if we do live 
our lives in alignment with these principles, we will also achieve 
individual wellbeing – through enhanced resilience.146

We have thus discovered the recipe for circular wellbeing. Pur-
sue a life that is fully aligned with expanding the social wellbeing 
garden, and you will have achieved personal wellbeing. Every-
body, including unborn generations, wins.

Go well!!!

146 Santos (2020).
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This book was substantially completed before the Covid-19 
pandemic rolled across the world. Although most unfortunate, 
Covid-19 provides a perfect platform and a great opportunity 
for implementing a public policy that is genuinely focused on 
enhancing intergenerational wellbeing.

The context
Covid-19 does not change the environmental, social and econom-
ic realities, and associated recent trends, faced in any country, 
New Zealand included. Some of these are highlighted in table 
1 in this book. In fact, apart from providing a temporary relief 
from adverse environmental pressures, as well as a most wel-
come boost to social capital (the network of relationships across 
communities that support and strengthen societies)147 Covid-19 
has magnified all the other trends highlighted in the table. The 
broader costs of Covid-19 will be borne disproportionately by the 
young, the less skilled, the materially poor, and our Māori and 
Pasifika populations.

The threat
Table 1 represents the New Zealand image of global environmen-
tal, social and economic pandemics, as highlighted recently by 

147 Haldane (2020).

10. Epilogue 
Covid-19 – a wellbeing-
focused policy response
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Angel Gurria (2019), though he did not use the word pandemic in 
that context. All this has been happening right under our nose for 
quite some time. For decades, scholars have been highlighting 
these emerging environmental and social catastrophes, and the 
response, if any, has been excruciatingly slow and disjointed.

Now we are faced with a health pandemic in the form of Cov-
id-19. This too should not come as a total surprise. Scholars and 
practitioners had imagined and warned about the possibility of 
such a pandemic.148 That too was not acted upon.

There are concerns that this health pandemic may provide a 
platform for, and morph into, an economic and social pandemic 
in the form of sustained unemployment.149 This would be devas-
tating, especially for young adults.

Frozen like a possum staring into the lights of a car speeding 
towards it, we had been staring into a perfect storm for quite some 
time.150 We froze in front of the headlights primarily because we 
had divergent and conflicting interests.

Yet when the Covid-19 pandemic did eventuate, the response 
– certainly in New Zealand as well as some other countries – was 
prompt and decisive.

What is going on here? Why do we respond so promptly and 
aggressively when lives and livelihoods are immediately at risk, 
yet drag our feet when there are potential existential threats fac-
ing our society and the human species?151

It is partly about vested interests, power, politics, and voice 
– especially the lack of voice for the poor and for future gener-
ations. It is also about the different natural human reactions to 
the certainty of the immediate threat to identified lives versus 

148 Hoffower (2020), Rodrik (2020), Sanger et al. (2020).
149 Tcherneva (2020).
150 Roubini (2020).
151 Stephenson (2020).
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the uncertainty of future threats to statistical lives.152 But it is 
primarily about the convergence of interests.

The opportunity
Covid-19 has created a once-in-a-generation opportunity to 
respond to all the existing and emerging threats highlighted 
above simultaneously, and in an integrated and coordinated way, 
serving all interests. It has done that precisely because the threat 
from this virus provided a catalyst for the convergence of a whole 
range of hitherto divergent interests.

Take Queenstown as a small example. For many years, a large 
part of the community had been agonising about the negative 
impacts of the excessive growth in tourism on the natural envi-
ronment, as well as the social fabric of Queenstown. The weight 
of power rested with those interest groups (mainly business 
interests) that favoured the status quo. They continued to advo-
cate for, and invest in economic infrastructures to accommodate, 
even larger tourist numbers.

Now that international tourism has dried up, and the status 
quo is no longer that lucrative, those same interests are gradually 
but surely joining the wider community in starting to imagine 
a world without large tourist numbers. Suddenly, people are 
imagining a Queenstown that may distinguish itself as an envi-
ronmental haven to which intellectual capital (and their families) 
is attracted from around the world. It could be a place where 
brilliant ideas are incubated and then commercialised globally. 
It could possibly accommodate a world-class university of some 
sort. And so on.

This is very powerful stuff. It really does present a unique 
opportunity, not only for Queenstown but for New Zealand at 

152 Chaudhuri (2020).
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large, and only because Covid-19 served as a catalyst for the con-
vergence of disparate and conflicting interests.

The pertinent question now is, how do we convert this oppor-
tunity into productive action which then generates wellbeing- 
enhancing outcomes?

Framing of public policy objectives 
Conversations around the potential consequences of Covid-19 
around the world, as well as the evolution of various responses 
to it, have centred around lives and livelihoods, impacts on the 
natural environment, economic and fiscal implications, inter-
generational considerations, democratic rights and personal 
liberties, as well as psycho-social (family, community, and wider) 
consequences.

Figure 4 captures all the key dimensions of these conversa-
tions around its perimeter. It conceptualises the primary pur-
pose of a wellbeing-focused public policy as the enlargement of 
the wellbeing garden in which social life takes place, now and 
into the future.

All the ‘pandemics’ referred to earlier (including environmen-
tal and social ones) are creating pressures towards shrinking the 
wellbeing garden. Environmental quality, potential economic 
growth (that is, the material sources of wellbeing), social cohe-
sion, personal freedoms and political voice and equity are now, 
or will soon be, under stress. The ecosystems that sit in the mid-
dle of the figure 4 are the areas where public policy should be 
investing, first to protect the garden from shrinking and second 
to expand it. Through such investments, we would be enhancing 
systemic resilience – both our capacity to absorb shocks, as well 
as our capabilities to recover following shocks.
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What should we do?
Worldwide efforts, including those in New Zealand, to contain 
and then eradicate the current health pandemic are underway. 
Like others, we are putting in place a range of immediate meas-
ures to protect jobs, incomes and cashflows as well as social wel-
fare benefits.

In his Covid-19 press briefing on 24 April 2020, Minister of 
Finance Grant Robertson referred to three phases of the eco-
nomic response to the pandemic: first, fighting the virus and 
cushioning the blow; second, positioning for recovery and kick-
starting the economy; and third, resetting and rebuilding our 
economy.

This discussion is about phase three and our focus is broader 
than the economy. It is about ‘laying the foundations for a bet-
ter future’, as the Governor-General expressed it in her speech 
from the throne on 26 November 2020. As a complement, and in 
addition to the first two phases of the response which are already 
well underway, here we have a unique opportunity to rethink and 
reshape our long-term investment strategy as a country.

This requires a highly integrated and inclusive approach. 
Integrated in the sense that infrastructure needs to include 
environmental, social and economic infrastructure. Inclusive, 
because we need a process by which all stakeholders, represent-
ing various layers of government, the private sector, NGOs, scien-
tists, age groups and ethnicities are involved, from the imagining 
phase to full implementation and evaluation.

The long-term policy question is this: which of the ecosystems 
that sit in the middle of the wellbeing garden in figure 4 do we 
invest in, and in what priority (taking into account their comple-
mentarities), so that: first, we prevent the shrinkage; and second 
we prepare the ground for the actual expansion of the garden?
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The strategic focus of our medium- to long-term response 
should be investing for sustainable employment creation 
in activities and industries – existing and to be collectively 
imagined – that are environment-friendly (Gurria 2020). This 
needs to be complemented by investments in human capital, that 
are targeted to upskilling the workforce so that they can be pro-
ductively employed using the new technologies that these long-
term investments will introduce into our environment-friendly 
production processes.

My proposed strategic focus on preventing unemployment 
and creating sustained, environment-friendly, employment at 
this very juncture has several foundations. First, unemployment 
(employment) has a major negative (positive) effect on wellbe-
ing (Layard 2011). Second, Covid-19 has led to a convergence of 
diverse interests towards imagining futures with positive envi-
ronmental, social and economic attributes. Third, in the absence 
of effective and acceptable short- and medium-term measures to 
control population growth, this is the best way of addressing our 
material needs without destroying the natural environment.153

Under this strategy, we would hit all the wellbeing buttons 
simultaneously: potential economic growth, equity, social cohe-
sion, environmental quality, freedoms and political voice – all 
significant contributors to sustainable wellbeing. Provided, of 
course, that these long-term investments are directed towards 
switching our production processes towards using environmen-
tally friendly technologies, and our consumption choices towards 
goods and services that are produced by these technologies.

The choice and prioritisation of specific investments to 
achieve these broad objectives cannot be done by central gov-
ernment. The role of central government is to create structures 

153 Dasgupta (2020).
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and institutions that can harness and aggregate the collective 
wisdom of all stakeholders towards the choice and prioritisation 
of these investments. 

How should we proceed?
Contrary to some emerging claims that current circumstanc-
es require reimagining the roles of the state and of markets154, 
all that is required is creating an environment in which these 
institutions play their distinctive roles for the benefit of society – 
current and future.155 As Chris Trotter (2020) puts it, ‘the present 
crisis will cause the state to be recognised for what, historically, 
it has always been: the institutional expression of human inter-
dependence: the place where everybody comes together, and 
nobody gets left behind’.

There is absolutely nothing wrong with the private sector, 
using institutions such as well-functioning markets as their 
instruments, making lots of profit. In fact it is essential that they 
do so – provided that these profits flow from activities which 
benefit society at large, current and future. One of the distinctive 
roles of government is to create the ecosystems for this to hap-
pen; again, see figure 4.

The governance and management steps that need to be fol-
lowed156 have been outlined and explained in chapter 5. So have 
appropriate funding mechanisms. No adjustments are required.

In terms of the step relating to a dedicated investment manag-
er associated with each long-term outcome (in this case systemic 
investments that generate sustained employment growth while 
enhancing environmental quality), the New Zealand Infrastruc-

154 E.G. Reddy (2020).
155 Mazzucato (2013), Rajan (2019).
156 Boston (2017 a, b), Boston (2019), Boston et al. (2019), Warren (2019).
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ture Commission is ideally set up to play that role. The critical 
change that is required in the thinking of the Commission is to 
include in the definition of infrastructure, environmental, social, 
and economic infrastructure that serves intergenerational well-
being, not just economic infrastructure.

Equally important is the process followed in prioritising and 
then deciding how we implement these investments. As already 
stated, they need to involve, in a spirit of genuine partnership, 
central and local governments, the scientific community, the 
private and public business sectors, NGOs, and representatives 
of various disciplines, ethnicities, and genders. Harnessing the 
collective imagination and wisdom of all these stakeholders, in 
prioritising the long-term investments as well as agreeing on a 
division of labour between them, is a critical role for the Com-
mission to play.

In other words, the specific sets or combinations of invest-
ments that will achieve these outcomes, and the distinctive role 
of public policy (including public investments) in creating the 
required ecosystems to support these investments, will be deter-
mined by this cooperative process.

Not to be forgotten is funding arrangements. As I explained in 
chapter 5, referring to the mutual investment model adopted in 
Wales as an example, co-investment models reflecting private–
public partnerships are common overseas.

New Zealand businesses are raring to go, to engage with 
government agencies, scientists and communities at large, to 
explore tomorrow’s logic and opportunities.157 Let us not miss 
this tremendous opportunity, generated by a global disaster, to 
imagine and build a better future.

157 Drury (2020), Federated Farmers New Zealand (2020), Henley (2020), 
Tourism Industry Aotearoa (2020).
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‘In his discussion of managing turbulence, the father of 
modern-day management, Peter Drucker, noted the greatest 
danger in times of turbulence is not the turbulence; it is to act 
with yesterday’s logic. … Tackling “wicked problems” – com-
plex and unsolvable social problems at the nexus of society 
and policy with no optimal solutions and unclear criteria – 
that have been exacerbated or exposed by Covid-19 requires 
stronger collective action, a higher degree of social agency 
and, above all, a shared sense of humanity.’158

158 Rašković (2020).
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Here we present some empirical evidence to highlight the critical 
role of institutions in the pursuit of intergenerational wellbeing.

Empirical evidence
For a review of the literature, including empirical evidence, on 
the interface between culture, institutions, and economic out-
comes, see Alesina and Giuliano (2015) and Gorodnichenko and 
Roland (2011). 

One of the main findings of this strand of literature is that 
‘individualistic cultures that place value on personal freedom, 
self-reliance, creative expression, affective autonomy, and 
reward individuals for their accomplishments with higher social 
status, tend to experience faster rates of innovation and econom-
ic growth compared to more collectivist societies’.159

For an early contribution regarding the positive impact of 
wellbeing for the development of good institutions, see Lipset 
(1959). Bennett et al. (2016) provides a useful and recent survey 
of related literature. Faria et al. (2016) provide further empirical 
evidence supporting the potential virtuous cycle between insti-
tutions and sources of wider wellbeing.

On the endogeneity of institutions in the long run, also see 
Rodrik (2004) and Acemoglu et al. (2005). This does not mean that 

159 Bennett et al. (2016), p9.

Appendix 1 
Evidence – institutions and 
wellbeing
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we are faced with a circularity that leads no room for deliberate 
policy. On this point, see the argument and evidence provided, 
among others, by Rodrik (2004), Acemoglu et al. (2014), Gründler 
and Krieger (2016), Sen (2009), and Sen (2017). Aidt (2009, 2011) 
provide examples of evidence on the negative effects of bad insti-
tutions on economic and social outcomes.

More to the point, given our specific focus on wider wellbeing, 
rather than exclusively on economic growth or material prosper-
ity, is the relatively recent and emerging literature on the inter-
face between formal and informal institutions, and wellbeing.

Recent studies have started examining the relationship 
between formal and cultural institutions, and a variety of other 
objective and subjective social outcomes such as trust, tolerance, 
crime, poverty, or subjective wellbeing. Berggren and Nilsson 
(2016), for example, find suggestive evidence that the institutions 
of economic freedom increase tolerance, measured by the will-
ingness to, for example, let atheists and homosexuals speak, keep 
books in libraries, and be a college level teacher. These authors 
suggest that this relationship may work through reducing feel-
ings of tension and conflict. In this sense, institutions may play 
a vital role in creating a non-discriminatory and inclusive envi-
ronment that fulfils the basic psychological need for relatedness.

An important insight from this literature, for instance, is 
that institutions may have a positive impact on psychological 
wellbeing beyond their direct impact on a variety of socioeco-
nomic outcomes, a concept known as procedural utility.160 The 
idea here is that people care not merely about outcomes, but also 
about the processes that lead to these outcomes. Individuals, for 
instance, may experience a higher level of subjective wellbeing 
if they believe that they are treated in a way they consider just or 

160 See Frey et al. (2004).
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fair regardless of the material outcomes. For instance, the right 
to participate in the political process, measured by the extent of 
direct democratic rights across regions, is strongly correlated 
with subjective wellbeing.161

Nikolaev and Bennett (2016) show that people who live in 
countries with institutions consistent with the principles of 
economic freedom experience a greater perception of freedom 
of choice and control over their life. They furthermore find sug-
gestive evidence that a potential mechanism that explains this 
relationship is the perception of procedural fairness and social 
mobility. An emerging literature on the relationship between 
formal institutions and subjective wellbeing also finds a positive 
correlation between the institutions of economic freedom and 
subjective wellbeing, most often proxied by survey measures of 
life satisfaction.162

161 See Frey and Stutzer (2002).
162 See Kešeljević and Spruk (2016). This general discussion is sourced from 

Bennett et al. (2016), pp11–12.
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Here we present empirical evidence on how policies that empha-
sise anti-poverty (or increasing capabilities and opportunities) 
influence wellbeing at large through various channels.

The role of a citizen-centred public policy is to support peo-
ple and communities in their efforts to improve their lives by 
enhancing their opportunities and capabilities – their substan-
tive freedoms – to pursue the lives they have reason to value, 
while respecting and celebrating the diversity of valued lives. In 
a country where different communities, cities and regions are 
prospering, potentially in very different ways, people have far 
wider opportunities to live the kinds of lives they want to live, 
without leaving the country.

In the context of a very useful distinction between people’s 
revealed preferences across personal-choice scenarios and poli-
cy-choice scenarios, Benjamin et al. (2014) provide survey-based 
empirical evidence on the relatively high rating given by respond-
ents to policy-choice scenarios that, broadly speaking, provide 
opportunities and capabilities for individuals to live the kinds of 
lives they have reason to value.

A useful summary of the measures used to capture multidi-
mensional poverty can be found in Toledo et al. (2016). A set of 
policy recommendations to reduce multidimensional poverty 
are provided by Atkinson (2015) and Boston and Chapple (2014).

Appendix 2 
Evidence – broader impacts of 
opportunity on wellbeing
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Poverty-reducing and opportunity – increasing measures pro-
vide examples of policy interventions that have multiple benefits. 
These are the ideal types of interventions when we are dealing 
with multidimensional and mutually dependent environmental, 
social and economic systems.

Breunig and Majeed (2016) provide empirical evidence in 
support of their policy advice to reduce inequality by attacking 
poverty rather than by redistributing income, on the basis that 
this has a wider positive impact on wellbeing through its positive 
impact on potential economic growth, the quality of institutions, 
and social cohesion.

Poverty reduction positively influences wellbeing through 
several, mutually-reinforcing, channels. It is good for the envi-
ronment because poor people do not have the choices to consume 
environmental-friendly products. It is also good for social cohe-
sion because poverty is a source of all kinds of social tensions. 
Through these impacts, it then creates a series of second-round 
positive influences on wellbeing, including social and environ-
mental resilience.

A very useful survey of the literature on poverty, inequality, 
economic growth, and social cohesion is provided by Breunig 
and Majeed (2016). The same paper also provides empirical evi-
dence on the interface between inequality, poverty and economic 
growth, and concludes that when poverty is low, the relationship 
between inequality and economic growth is statistically insignif-
icant. As the level of poverty increases, so does the negative effect 
of inequality on economic growth. It also emphasises, however, 
that both poverty and inequality can and do negatively impact 
wellbeing through other channels as well, including a decrease in 
social cohesion and a deterioration in the quality of institutions.

Welsch and Biermann (2017) provide empirical evidence in 
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support of the hypothesis that poverty, like unemployment, is 
not only a ‘private bad’, but also a ‘public bad’. Not only personally 
being poor (unemployed), but also the aggregate level of poverty 
(unemployment) negatively affects subjective wellbeing, espe-
cially of those who are not poor themselves. In both cases, ‘people 
may be unhappy about poverty (unemployment) even if they are 
not poor (unemployed) themselves. They may feel bad about the 
unfortunate fate of the poor (unemployed) and they may worry 
about the possibility of becoming poor (unemployed) themselves 
in the future. They may also feel repercussions on the economy 
and on society at large. They may dislike the increase in taxes like-
ly to happen in the future. They may fear that crime and social ten-
sions increase, and they may even see the threat of violent protests 
and uprisings.’163 The latter reference refers to concerns about the 
potential negative link between poverty and social cohesion.

Parallel references to unemployment are from Frey and 
Stutzer (2002). Corresponding evidence regarding unemploy-
ment is presented in Di Tella, et al. (2001). 

Acemoglu and Robinson (2000) and Yamamura (2016) provide 
theoretical arguments and empirical evidence in support of the 
proposition that high-income earners’ support and stated pref-
erence for income redistribution relates to their concern about 
the potential conflict between the rich and the poor, that is the 
erosion of social cohesion.

In addition, as Welsch and Biermann (2017) point out: ‘From a 
policy point of view, the finding that poverty is a public bad and/
or creates negative externalities suggests that poverty implies 
market failure. This, in turn, suggests that poverty alleviation is 
a matter not only of equity, but of efficiency.’164

163 Ibid., p2.
164 p9.
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Angelopoulos et al. (2017) provide a very useful survey of the lit-
erature, particularly in the context of the UK, on whether job-relat-
ed training targeted at low-skilled workers helps increase income 
and reduce the inequality of income between skilled and unskilled 
workers, as well as conducting their own independent empirical 
investigation. They find that while subsidising job-related training 
for unskilled workers does lead to an increase in their income, it 
has only a modest impact on reducing income inequality between 
unskilled and skilled labour because it has a positive spillover 
effect on skilled labour as well, thus increasing overall income by 
increasing the earnings of both unskilled and skilled labour.

Sachs (2015) notes that ‘societies with high social capital out-
perform those with low social capital in terms of subjective wellbe-
ing (SWB) and economic development’.165 In this context, empiri-
cal evidence, which also has implications for public policy, is more 
nuanced.

Pervaiz and Chaudhary (2015) argue and provide both a theo-
retical rationale and empirical evidence to support their argument, 
that different dimensions of social cohesion have different impacts 
on economic and social outcomes. Strong within-group social 
cohesion, associated with bonding capital, to the extent that it is 
divisive, discriminatory, and exclusive can have negative effects 
on trust, democratic institutions, political and social stability, and 
transaction costs, thus having negative implications for social 
and economic outcomes. On the other hand, strong across-group 
social cohesion, associated with bridging capital, by underpinning 
and supporting the formation of strong institutions, generalised 
trust, collaboration, lower transaction costs, and innovation, can 
have a very positive impact on social and economic outcomes.

When it comes to subjective wellbeing (or life satisfaction, or 

165 p152.
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happiness), on the other hand, Growiec et al. (2017) cite a range 
of studies ‘confirming the importance of maintaining frequent 
social interactions, both with similar and dissimilar others, for 
individuals’ life satisfaction and happiness’.166

Another study that finds strong, positive, and lasting correla-
tions between diversity and economic development is Rodríguez-
Pose and von Berlepsch (2019). Examining the USA and compar-
ing the experiences of states and counties across the country, 
they:

‘identify the presence of a strong and very long-lasting impact 
of diversity on county-level economic development. Counties 
that attracted migrants from very diverse national and inter-
national origins over a century ago are significantly richer 
today than those that were marked by a more homogeneous 
population at the time. […] Yet the benefits of diversity came 
with a strong caveat: the gains of having a large number of 
groups from different origins within a territory (fraction-
alization) only materialise if the diverse groups are able to 
communicate with one another (low polarisation). Deep cut 
lines separating the groups (high polarisation) emerge as an 
important barrier for economic development.

‘Hence, diversity becomes a double-edged sword: it works 
only if the different groups can interact, that is, if the “melting 
pot” really happens. Where it is not possible to build a dia-
logue between the different groups, where bridging does not 
occur, groups and communities remain in their own physical 
or mental ghettoes, undermining any economic benefits from 
a diverse environment.’167

166 p11.
167 pp885–886.
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There is also a growing empirical literature on the relationship 
between the income and socioeconomic characteristics of indi-
vidual households and the carbon content of their consumption. 
According to the literature survey conducted by Berthe and Elie 
(2015), there does not appear to be a systematic relationship 
between inequality of income and pollution. Sager (2017) attrib-
utes this partly to the limitations of drawing such inferences 
from cross-country studies.

When he then attempts to quantify the equity-pollution dilem-
ma using micro-data on household consumption within a single 
country (the USA), controlling for the scale (income and level of 
consumption), composition (preferences), and technology effects 
on consumption baskets, he finds ‘Environmental Engel Curves 
(EECs) for CO2 to be upward-sloping, concave, and shifting down-
wards overtime’ (ibid., p1). And then, ‘Given the higher pollution 
intensity of consumption per expenditure by poorer households, 
progressive redistribution [of income] may result in higher 
aggregate pollution from consumption.’168

Example of an anti-poverty programme in action: Familias en 
Acción Urbano
This example is sourced from Galama et al. (2017). They start by 
acknowledging with references to the literature that:

‘…it is unclear whether anti-poverty programs can have last-
ing impacts on economic wellbeing, subjective wellbeing and 
self sufficiency, while mitigating the costs to taxpayers. Crit-
ics argue, for example, that anti-poverty programs are costly 
redistribution programs that promote government depend-
ency through reduced work incentives [...]

168 Ibid., p34. 
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‘Alternatively, these programs may expand participants’ 
choice sets (e.g. through improved nutrition) enabling them 
to take advantage of labour-market opportunities, and by 
increasing self-sufficiency, reduce the burden on taxpayers.’169 

They then go on to report: 

‘We empirically address this question in the context of Famil-
ias en Acción Urbano (FAU), a conditional cash transfer pro-
gram implemented at scale in the country of Colombia.

‘FAU targets socioeconomically disadvantaged households 
in Colombia’s fourteen largest cities, which concentrate over 
80% of the country’s population. At full scale, Familias en 
Acción (rural plus urban expansion) benefits over two million 
households nationwide. 

‘For eligible households, FAU provides cash transfers to fam-
ilies with children under the age of 18 conditional on medical 
visits for younger children and school enrolment and con-
tinued attendance for secondary school students. We take 
advantage of the fact that a means-test score determines FAU 
eligibility. As we demonstrate with the aid of administrative 
baseline data, the means-test score provides exogenous varia-
tion in program participation near the program eligibility cut 
off.

‘We then reproduce the means-test score assignment rule 
in a nationally representative Colombian living standards 
household survey collected three years into the program. The 
survey measures multiple dimensions of evaluative wellbeing 
as well as more objective measures that include income, con-
sumption, health and education, and that lacks the incentives 

169 Ibid., p2.
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for strategic reporting because it was not designed to explic-
itly target program beneficiaries or track program-related 
outcomes.’170

‘Three years into the program, beneficiary households at the 
margin of eligibility report greater income, consumption and 
formal employment participation for both household head 
and partner. Impacts on household income at the margin are 
a factor of ten times greater than would be expected solely on 
the basis of the cash transfers, likely because of gains in for-
mal employment.

‘This finding casts doubt on the notion that anti-poverty pro-
grams always generate work disincentives and is consistent 
with recent evidence from other cash transfer programs. [...] 
Increases in consumption that result from program participa-
tion map almost one to one to increases in income, and there 
is a substantial increase on food expenditures among benefi-
ciary households at the margin, which may have influenced 
the quantity and quality of nutritional intakes.

‘Through enhanced choice sets, anti-poverty programs like 
Colombia’s conditional cash transfer program may open new 
avenues for increased market opportunities among benefi-
ciary households.’171

‘To summarise, our main contribution to this nascent litera-
ture is threefold. We document how a conditional cash trans-
fer anti-poverty program can simultaneously improve mate-
rial and subjective conditions for participants and increase 
their self sufficiency. 

170 Ibid., p2.
171 Ibid., p3.
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‘By simultaneously measuring objective and subjective meas-
ures of wellbeing our results may shed light on potential path-
ways by which anti-poverty programs can improve wellbeing 
among households with unmet needs. Second, our findings 
suggest that those goals can sometimes be achieved at a 
reduced cost to taxpayers, to the extent that anti-poverty pro-
grams help enhance participants’ market opportunities.’172

172 Ibid., p5.
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In 2012, just before I joined the New Zealand Treasury, I read, 
and got very excited about, the potential offered for public policy 
advice, of an early version of a paper written by Ben Gleisner and 
colleagues at the Treasury (‘A living standards approach to public 
policy making’) which was eventually published in the New Zea-
land Economic Papers in 2012.
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As the story goes, the earlier version of that paper was written, 
at the request of the then Treasury Secretary John Whitehead, 
who wanted to understand and explore the implications of the 
now famous Stiglitz, Sen, and Fitoussi (2009) Report by the Com-
mission on the Measurement of Economic Performance and Social Pro-
gress, for public policy in New Zealand.

At the time I joined the Treasury, Gabriel Makhlouf (Gabs) 
was the Treasury Secretary. That period was dominated by three 
major and interrelated themes – developing a multi-disciplinary 
framework for the formulation of public policy advice, building 
on that earlier ‘living standards’ paper; diversity and inclusion; 
and system leadership.

A multidisciplinary approach demands no compromise in 
what each discipline contributes to public policy formulation, 
but creates the ecosystem that allows – in fact embraces – the 
diversity of perspectives that they each offer. The role of leader-
ship then is to provide the environment where that diversity is 
nourished, and somehow integrated, as a platform for advice to 
improve the lives of people on a sustainable basis.

Gabs was strongly of the view that, if we wanted to lead change 
in the public policy domain to effectively address the myriad of 
wicked problems we were surrounded with, we had to first change 
the conversation. Simply doing policy-informing research and 
publishing the fruits of that research through a set of technical 
papers, would not suffice.

Gabs and our colleagues at the senior management team pro-
vided the environment and support for some of us to pursue that 
multidisciplinary public-policy informing research, while they 
tried to change the conversation by promoting the Living Stand-
ards Framework as a platform for policy advice in their public 
and official engagements.
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garet Galt, Ken Warren, and one of my co-authors for the initial 
(more technical) version of the present book, Anita King, for their 
encouragement and support. And, of course, to my second co-au-
thor for that same book (Jacek Krawczyk) from whom I learned a 
great deal over the past eight years.

The School of Government at Victoria University of Welling-
ton provided the academic environment where I could imbed my 
interest in wellbeing and public policy into my reading, research, 
conversations, and teaching. Among my colleagues, Jonathan 
Boston’s work on governing for the future had a lot of influence 
on my thinking. So did the work of my students, such as Chelsey 
Reid. They introduced me to literature, and ways of thinking, out-
side of the domain of economics, that I was not familiar with.

Finally, Angela, my wife, provided a peaceful and comfortable 
place for me, to enjoy my reading and writing.

I owe thanks to all of them.
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Half of the net revenue from sales of this book will be donated to 
The Nest Collective, which gives baby and children’s essentials to 
families in need.

A collective of volunteers across Aotearoa, they work alongside 
social workers to ensure families are supported in their parent-
ing journey, gifting new, pre-loved, handcrafted and repurposed 
essentials, including clothing, bedding, books and much, much 
more.

The Nest Collective believe that together we can make a real 
difference for the families who need it most. Their soon-to-be-
launched website will be at:

https://thenestcollective.org.nz
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Tuwhiri
FINDING MEANING IN A DIFFICULT WORLD

A word in te reo Maori tuwhiri means to disclose, reveal, divulge, make 
known, or a clue, a means of discovering or disclosing something lost or 
hidden, a hint, a tip, a pointer. The Tuwhiri Project has arisen out of the 
development of a secular Buddhism, a trend in contemporary western 
Buddhism which highlights the fundamental ethic of the teachings of 
Gotama, the historical Buddha – care – in all its aspects. Secularity calls 
on us to express this ethic of care in ways appropriate to our time and 
current predicaments.

While humanity may well come to grips with the current pandemic in 
the foreseeable future, ballooning inequalities and injustice threaten to 
shred the fabric of our societies, and the climate emergency menaces all 
life forms on the planet.

In the face of these enduring humanity-induced catastrophes, we owe 
a special duty of care to future generations to overcome them, and to 
leave our successors with a safer, fairer world in which they may thrive. 
We need to express our care for coming generations in many ways, from 
changing our own personal lifestyles, to choosing political representa-
tives who advance cogent, long-sighted policies in aid of a better world.

This book makes no claim to Buddhist inspiration. However, it directly 
serves the Buddhist ethic of care in advocating coherent socioeconomic 
policies that will benefit people alive today, and those who will succeed 
us. For this reason Tuwhiri takes great pleasure in publishing it. To find 
out how you can support The Tuwhiri Project, please go to:

https://tuwhiri.nz/about

https://www.tuwhiri.nz/about
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