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A Multi-coloured GDP—or No
New GDP at All?
Horst Zimmermann
In an article in the first issue of
World Economics1 Giles Atkinson
comments favourably on a ‘greening of GDP’. In the same issue
Amanda Rowlatt describes the
extension of the conventional
national accounts by developing
satellite accounts.2 She carefully
avoids demanding or even implying
that this extension should be used
to revise the extended accounts to a
green GDP. The following brief
article takes sides with her position
and proposes in addition that the
effort to construct a green GDP is
conceptually faulty from the outset.
The issue is pressing, because four
major
international
agencies
(United Nations, World Bank,
OECD and the EU’s Eurostat) plan
to publish jointly a revised ‘System
of Environmental and Economic
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Accounts (SEEA 2000)’ in mid2001 which again explicitly points
at a ‘greened economy GDP ...
(GeGDP)’ as a possible output
(UN 2000, chapters 1 and 5).3

1. What is GDP, and what is it
not?
Gross national product (GDP) is a
comprehensive measure of incomerelated transactions in the economy, mainly—but not only—those
occurring in markets. “The growth
rate of GDP is arguably the single
most important economic indicator
at the disposal of policy-makers”
(Atkinson 2000, p. 154). This is true
in high-income countries over time
and in comparison between them,
and it holds even more if the
performance of developing, emerging and transition countries is
evaluated.
GDP is not fully comprehensive
on all scales. Already by its own
3

Chapter 5 is ‘to be announced’, but its contents and
the reference to ‘GeGDP’ are given in chapter 1.
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standards it shows gaps. There are
close-to-income transactions that
need closer scrutiny to avoid spurious conclusions. An area of concern
is, for instance, household production where the same amount—in
physical terms—of produced services can lead to different conclusions of a country being “better
off”, depending on whether they
are produced against pay or not.4
GDP, though it does not measure
the welfare of a nation on all
scales—and it was never meant to
accomplish this—does represent a
major aspect of welfare: all the
goods and services for which GDP
stands, and the level and rate of
change of this important aggregate.
One must be accustomed to living
in a high-income country to reckon
this low. At least 80 % of the world
population would content themselves happily with 50% of the
GDP-related standard of living of
those who—often with a sneer—
think this is ‘only’ the incomerelated part of welfare.
Several efforts have been made
to come closer to a general measure
of welfare. The various approaches
have in common that they try to
encompass many areas of what can
4

For recent efforts to improve the empirical basis on
England see Rowlatt 2000, p. 143-146; for earlier
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Eisner 1988.
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be termed quality of life, net welfare, etc. The efforts can occur separately from national accounting by
collecting and amalgamating individual indicators. Or they can start
from the existing GDP and modify
it in several directions simultaneously. This aspect is taken up in
part 3. The concept of a green GDP
does not belong to this type of
effort. Therefore, it is explained
first, before the critique is put
forward.

2. Green GDP—a one-sided
modification of GDP
The idea of a green GDP stems
from the criticism that national
accounts are ‘confined’ to economic
transactions, that they ‘ignore the
broader quality of life concerns’,
and that, given the ‘concern for sustainable development, ... the wellbeing of future generations is ...
poorly reflected in the national
accounts’ (Atkinson 2000, p. 153–
154).
These concerns are shared by
most people, and in the following it
is assumed that they are to be taken
into account. It is, instead, the subsequent argument which then leads
towards the later misconception.
Referring to (1) the broader quality
of life concerns and (2) the wellbeing of future generations, Giles
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