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Abstract
Gross Domestic Product (GDP) has served as the dominant metric for evaluating national 
progress for decades, yet its capacity to represent genuine human welfare and environ-
mental sustainability has been widely and rightly criticized. This paper examines the key 
limitations of GDP as a measure of social progress, focusing on its inability to account 
for income distribution, non-market contributions, ecological degradation, and the erosion 
of social capital. Three alternative frameworks are then evaluated in depth: the Genuine 
Progress Indicator (GPI), which adjusts consumption data by incorporating social and en-
vironmental costs and benefits; the Human Development Index (HDI), which integrates 
health, education, and income into a composite measure of capability; and the Gross Na-
tional Happiness (GNH) index, which centres on subjective well-being, cultural integrity, 
and ecological resilience. The paper assesses the theoretical foundations, methodological 
strengths, and practical limitations of each indicator, and considers the political, institution-
al, and technical barriers to their wider adoption. Finally, the paper argues that transitioning 
beyond GDP is not merely a measurement problem but a normative imperative that calls 
for rethinking what policy goals should look like, with long-term sustainability, equity, and 
human flourishing at their core.
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Redefining Progress: Moving Beyond GDP to Measure 
Sustainable Well-Being
For the better part of a century, Gross Domestic Product (GDP) has held a near-unchallenged 
position as the primary measure of national welfare. Originally developed in the 1930s and 
1940s to track economic output during periods of depression and wartime mobilization, GDP 
was never intended to serve as a comprehensive indicator of societal progress (Costanza et al. 
2009). Nevertheless, it has become precisely that—a shorthand for national success, invoked by 
governments, international organizations, and media outlets as though a rising GDP necessarily 
implies rising quality of life. This habit of equating economic output with human well-being has 
persisted despite repeated warnings from the measure’s own architects, perhaps most notably 
Simon Kuznets, who cautioned that the welfare of a nation can scarcely be inferred from an 
index of national income (Stiglitz et al. 2009).

The consequences of this conflation have become increasingly difficult to ignore. Decades of 
GDP-driven policymaking have delivered substantial material gains in many parts of the world, 
but they have also produced widening income inequality, accelerating ecological destruction, 
and a widespread sense of social fragmentation that is hard to square with rising aggregate 
wealth (Kubiszewski et al. 2013). Climate change, biodiversity loss, resource depletion, and the 
erosion of community bonds are not accidental byproducts of economic growth; they are, to a 
large extent, the predictable results of an economic paradigm that treats nature as limitless and 
social cohesion as irrelevant (Daly – Cobb 1989). The question of how we measure progress is 
therefore not an abstract methodological debate—it has direct bearing on the policies govern-
ments pursue, the investments societies make, and the futures they build.

In response to these concerns, a growing body of research has sought to develop indicators 
that provide a fuller picture of human welfare and environmental sustainability. Among the most 
prominent of these are the Genuine Progress Indicator (GPI), the Human Development Index 
(HDI), and the Gross National Happiness (GNH) index. Each of these frameworks addresses 
a distinct set of shortcomings in GDP, and each brings its own strengths, limitations, and im-
plications for policy (Costanza et al. 2014). This paper examines the theoretical and empirical 
foundations of these alternative indicators, evaluates the challenges involved in their adoption, 
and argues that the transition beyond GDP is not just a technical adjustment but a necessary shift 
in the goals that guide economic and social policy.
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The Limitations of GDP as a Measure of Progress

Inadequate Representation of Well-Being
GDP measures the aggregate monetary value of all final goods and services produced within a 
country’s borders over a given period. This calculation, while useful for tracking the volume of 
market activity, tells us nothing about the nature or distribution of that activity. GDP does not 
distinguish between expenditures that enhance welfare and those that merely compensate for its 
deterioration (Talberth et al. 2007). A dollar spent on preventive healthcare and a dollar spent 
cleaning up a toxic spill are counted identically. The construction of a school and the construction 
of a prison both contribute positively to the figure. The sale of cigarettes, the costs associated 
with traffic accidents, and the legal fees generated by divorce proceedings all register as gains in 
the national accounts (Kubiszewski et al. 2013). This inability to tell productive spending from 
defensive spending means that GDP can, and frequently does, rise even as the conditions of daily 
life deteriorate.

Equally significant is GDP’s silence on the distribution of economic gains. A country in which 
a small elite captures the overwhelming majority of income growth may record the same GDP in-
crease as one in which gains are broadly shared, yet the implications for well-being are very differ-
ent (Stiglitz et al. 2009). The Gini coefficient and other distributional metrics are well established 
in economics, but they remain peripheral to the headline measures by which national success is 
judged. This matters because strong evidence shows that inequality itself—independent of abso-
lute income levels—undermines health outcomes, social trust, educational attainment, and even 
economic dynamism (Wilkinson – Pickett 2009). By ignoring the distribution of the wealth it 
tallies, GDP gives an incomplete and often misleading picture of how people actually live.

GDP further fails to account for non-market activities that are essential to the functioning of so-
ciety and the well-being of individuals. Unpaid household labor, caregiving, subsistence agricul-
ture, volunteer work, and community engagement generate no market transactions and therefore 
do not show up in GDP statistics (Talberth et al. 2007). These omissions are large. The unpaid 
care work performed predominantly by women—including child-rearing, elder care, cooking, and 
household management—has been estimated by the International Labour Organization to repre-
sent between 10% and 39% of GDP in various countries (UNDP 2020). Leaving this labor out of 
the national accounts is not just a technical gap; it is a systematic undervaluation of contributions 
that economic and social life depend on.

Health, education, leisure, and the quality of social relationships are similarly absent from the 
GDP framework, even though they clearly matter for human welfare. A country may achieve robust 
GDP growth while experiencing declining life expectancy, deteriorating mental health outcomes, 
or the erosion of community institutions (Costanza et al. 2014). The COVID-19 pandemic made 
these tensions especially visible, revealing that nations with strong public health infrastructure, 
robust social safety nets, and high levels of community trust handled the crisis far better than those 
that had prioritized narrow economic metrics at the expense of broader resilience (OECD 2020). 
The inadequacy of GDP as a welfare measure has been acknowledged at the highest levels of pol-
icy discourse. The 2008 Stiglitz-Sen-Fitoussi Commission, convened by the French government, 
called explicitly for a shift from production-centered metrics to indicators that capture income 
distribution, quality of life, and environmental sustainability (Stiglitz et al. 2009).
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Disregard for Environmental and Social Costs
The most serious flaw in GDP accounting is its treatment of natural capital. Standard national 
income accounting treats the extraction and depletion of natural resources—timber, minerals, 
fossil fuels, fisheries—as income rather than as the drawdown of an asset (Kubiszewski et al. 
2013). A country that clearcuts its forests, drains its aquifers, and exhausts its fisheries will, 
under the logic of GDP, appear to be growing wealthier, even as it undermines the ecological 
foundations upon which its long-term prosperity depends. The environmental costs of economic 
activity—greenhouse gas emissions, water and air pollution, habitat destruction, soil degrada-
tion—are similarly excluded from the calculation, or worse, counted as economic positives 
when they generate cleanup expenditures (Daly – Cobb 1989).

This accounting failure has helped drive a global pattern of ecological overshoot. The de-
mands that human economic activity places on the Earth’s regenerative capacity now exceed 
that capacity by a substantial margin, and the gap continues to widen (Costanza et al. 2014). 
The burning of fossil fuels, the conversion of natural ecosystems to agricultural and urban land 
uses, and the release of persistent pollutants into waterways and atmospheres impose costs not 
on those who cause them but on communities downstream, downwind, and in the future. GDP 
not only fails to register these costs but actively incentivizes their generation, insofar as it re-
wards all market activity irrespective of its ecological consequences.

The social costs of GDP-oriented growth are just as real but just as invisible in the national 
accounts. The concentration of wealth, the casualization of labor markets, the decline of civic 
participation, and the weakening of community bonds all carry real consequences for well-be-
ing, yet none appears in the GDP tally (Talberth et al. 2007). Research by Wilkinson – Pick-
ett (2009) has demonstrated that more unequal societies consistently perform worse on a broad 
range of social indicators, including health, crime, educational attainment, and interpersonal 
trust. Pursuing output growth at the expense of social cohesion and environmental integrity may 
therefore be self-defeating in the long run.

Recognition of these shortcomings has spurred a range of institutional responses. The Unit-
ed Nations’ Sustainable Development Goals (SDGs), adopted in 2015, represent a major inter-
national effort to broaden the definition of progress beyond economic output (UN 2015). The 
SDGs encompass 17 interconnected objectives spanning poverty reduction, gender equality, 
clean energy, ecosystem conservation, and institutional accountability. By putting these dimen-
sions front and centre of human and ecological well-being, the SDGs implicitly challenge the 
adequacy of GDP and point toward a more integrated conception of development. However, 
translating this vision into operational policy requires overcoming entrenched institutional re-
sistance, the technical difficulty of quantifying non-market values, and the political incentive to 
favour short-term economic indicators over long-term welfare measures (Costanza et al. 2014).

Alternative Indicators for Measuring Sustainable Well-
Being
The Genuine Progress Indicator
The Genuine Progress Indicator (GPI) was developed as a direct corrective to GDP’s blind 
spots. First proposed in the mid-1990s by Cobb, Halstead, and Rowe, and subsequently refined 
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by Talberth et al. (2007), GPI begins with the same starting point as GDP—aggregate personal 
consumption expenditure—but then applies a series of adjustments designed to capture the so-
cial and environmental dimensions that GDP ignores. On the positive side, GPI adds the impu-
ted value of household work, volunteer labor, and the services provided by consumer durables 
and public infrastructure. On the negative side, it subtracts the estimated costs of environmental 
degradation, resource depletion, crime, family breakdown, loss of leisure time, and the damage 
caused by pollution (Kubiszewski et al. 2013).

GPI also adjusts for income inequality by weighting personal consumption against the dis-
tribution of income. As income becomes more concentrated, the marginal utility of additional 
consumption to the wealthy declines relative to the utility that the same income would provide 
to those at the lower end of the distribution. By incorporating this adjustment, GPI reflects the 
well-known economic principle that a dollar of income yields greater welfare to a poor house-
hold than to a rich one (Talberth et al. 2007).

The results of GPI calculations have been striking. A landmark study by Kubiszewski et al. 
(2013), which estimated GPI for 17 countries covering roughly 53% of the global population, 
found that while global GDP per capita had increased steadily since 1950, global GPI per capita 
peaked in approximately 1978 and has remained flat or declined since. This divergence – often 
referred to as the “threshold hypothesis” – suggests that beyond a certain point, the social and 
environmental costs of economic growth begin to outstrip its benefits, yielding little or no net 
improvement in genuine welfare. In the United States, for instance, GDP per capita roughly 
tripled between 1950 and 2004, while GPI per capita barely changed, indicating that the gains 
from growth were substantially offset by rising inequality, environmental damage, and the ero-
sion of social capital.

A key advantage of GPI is that it is denominated in the same monetary units as GDP, which 
facilitates direct comparison and makes it easier for policymakers who are used to thinking in 
economic terms (Costanza et al. 2014). The indicator provides a concrete, quantifiable measure 
of whether the economy is generating net benefits or net costs for the population as a whole. 
Several U.S. states, including Maryland and Vermont, have adopted GPI as a supplementary 
policy tool, and the measure has been calculated at the national level in countries including 
Australia, the United Kingdom, and several European nations (Kubiszewski et al. 2013).

However, GPI is not without significant limitations. The monetization of non-market goods 
and environmental costs inevitably involves assumptions and estimates that are subject to de-
bate. The valuation of ecosystem services, for example, depends on methodological choices—
contingent valuation, replacement cost, or hedonic pricing—that can produce widely varying 
estimates (Costanza et al. 2014). The selection and weighting of the components included in 
GPI also involve normative judgments that may differ across cultures and political contexts. 
What counts as a cost, what counts as a benefit, and how much weight each should receive are 
not purely technical questions; they are questions of values, and reasonable people may disagree 
on the answers (Kubiszewski et al. 2013).

The Human Development Index
The Human Development Index (HDI) takes a very different approach to measuring progress. 
Developed by the Pakistani economist Mahbub ul Haq in collaboration with the Nobel laureate 
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Amartya Sen, and first published by the United Nations Development Programme (UNDP) in 
1990, HDI is grounded in Sen’s capability approach, which holds that development should be 
understood not in terms of the goods people possess but in terms of the freedoms and capabili-
ties they are able to exercise (SEN 1999). On this view, the purpose of economic activity is not 
to maximize output but to expand the range of choices available to individuals—to live long 
and healthy lives, to acquire knowledge, and to access the material resources necessary for a 
dignified existence.

HDI operationalizes this philosophy through a composite index built on three dimensions: 
longevity, as measured by life expectancy at birth; knowledge, as measured by a combination of 
mean years of schooling and expected years of schooling; and standard of living, as measured 
by gross national income (GNI) per capita adjusted for purchasing power parity (UNDP 2020). 
Each dimension is normalized to a value between 0 and 1, and the final HDI score is calculated 
as the geometric mean of the three normalized indices. The use of the geometric mean ensures 
that low performance on any single dimension substantially reduces the overall score, reflecting 
the principle that all three capabilities are essential and not easily substitutable.

HDI’s main strength is its simplicity, transparency, and comparability. The index is straight-
forward to calculate and interpret, making it accessible to policymakers, journalists, and the 
general public in a way that more complex indicators are not (Stanton 2007). It has been 
calculated for virtually every country in the world and is published annually in the UNDP’s Hu-
man Development Report, providing a consistent longitudinal dataset that enables cross-coun-
try comparisons and the tracking of trends over time. HDI has proven particularly valuable in 
revealing cases where high economic output masks poor social outcomes. Countries with com-
parable levels of GDP per capita can diverge sharply in their HDI rankings depending on their 
investments in health and education (UNDP 2020).

HDI has also attracted substantial criticism. Its reliance on national averages conceals ine-
qualities within countries—between regions, ethnic groups, genders, and income classes—that 
may be just as important as differences between nations (Kovacevic 2010). The equal weight-
ing of the three component dimensions has been questioned on the grounds that the relative 
importance of health, education, and income may vary across societies and development levels 
(Ravallion 2012). Moreover, HDI omits several dimensions that are widely regarded as essen-
tial to well-being, including environmental quality, political freedoms, personal security, and the 
quality of governance. The UNDP has itself acknowledged these limitations and has introduced 
supplementary indices – the Inequality-adjusted HDI, the Gender Development Index, and the 
Multidimensional Poverty Index – to capture some of the variation that the headline HDI ob-
scures (UNDP 2020).

Gross National Happiness
The concept of Gross National Happiness (GNH) originated in the Himalayan kingdom of Bhu-
tan, where it was first articulated by King Jigme Singye Wangchuck in the 1970s as a guiding 
principle for national development. GNH rests on the philosophical conviction that the purpose 
of governance is not to maximize economic output but to create the conditions under which 
citizens can pursue happiness and well-being in the broadest sense (URA et al. 2012). This ori-
entation reflects Buddhist values of balance, compassion, and harmony with nature, but the idea 
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appeals well beyond Bhutan, and resonates with many philosophical traditions that question 
whether material accumulation equals human fulfilment.

The GNH framework assesses well-being across nine domains: psychological well-being, 
health, education, time use, cultural diversity and resilience, good governance, community vi-
tality, ecological diversity and resilience, and living standards (URA et al. 2012). Each do-
main is measured through a detailed household survey that captures both objective conditions 
and subjective experiences, producing a composite index that gives a broad picture of national 
well-being. The equal weighting of the nine domains is intentional and reflects the core GNH 
principle that material living standards are only one component of a good life, and that cultural, 
social, ecological, and psychological dimensions deserve equal attention.

GNH has made a distinctive contribution to the debate on progress measurement by fore-
grounding dimensions—cultural integrity, ecological resilience, community solidarity, and the 
quality of governance—that are largely absent from both GDP and many other alternative indi-
cators. Its emphasis on the interdependence of human well-being and environmental health fore-
shadowed the integrated thinking that the Sustainable Development Goals later tried to put into 
practice (URA et al. 2012). GNH has attracted considerable international interest. The OECD’s 
Better Life Index, the United Kingdom’s Measuring National Well-being program, and a num-
ber of subnational initiatives in countries including Canada, Brazil, and Thailand have drawn 
explicitly on GNH principles in designing their own well-being frameworks (Durand 2015).

The principal criticisms of GNH center on its reliance on self-reported data and the chal-
lenges of cross-cultural comparability. Subjective assessments of happiness and satisfaction are 
known to be influenced by adaptation effects, social comparison, and cultural norms around the 
expression of contentment or discontent (METZ 2014). A respondent in one cultural context 
may interpret and answer survey questions differently from a respondent in another, making it 
difficult to draw valid comparisons across societies. There are also practical challenges associ-
ated with the policy implementation of GNH. Because the framework requires governments to 
weigh short-term economic considerations against long-term psychological, cultural, and eco-
logical outcomes, it demands a degree of political commitment and institutional capacity that 
many nations have found difficult to sustain (METZ 2014).

Implementing Alternative Measures: Challenges and 
Opportunities
Technical and Methodological Barriers
The transition from GDP to alternative indicators of well-being faces serious technical chal-
lenges. The biggest is the difficulty of quantifying phenomena that are not naturally expressed 
in monetary terms. The value of clean air, social trust, leisure time, biodiversity, and cultural 
heritage must be estimated using indirect methods—contingent valuation surveys, hedonic 
pricing models, replacement cost approaches—that carry real uncertainty and depend heavily 
on the assumptions behind them (Costanza et al. 2009). Different methodologies applied to 
the same phenomenon can yield estimates that vary by orders of magnitude, raising legitimate 
questions about the robustness and comparability of the resulting indicators (Kubiszewski et 
al. 2013).
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A related challenge concerns the selection and weighting of indicator components. Every 
composite index requires decisions about which dimensions to include, how to measure them, 
and how to aggregate them into a single score. These decisions inevitably reflect the priori-
ties and values of those who design the indicator, and different choices can lead to markedly 
different conclusions about a country’s progress (Costanza et al. 2014). The equal weighting 
assumed by HDI and GNH, for instance, presupposes that all included dimensions are of equiv-
alent importance—a normative claim that is not self-evident and that has been challenged on 
both theoretical and empirical grounds (Ravallion 2012). Achieving international consensus 
on such questions is a prerequisite for the widespread adoption of alternative indicators, but it 
remains unlikely any time soon, given how varied the cultural, political, and economic contexts 
are in which these tools would need to work.

Political and Institutional Resistance
Beyond the technical obstacles, the adoption of alternative indicators is hindered by the political 
economy of measurement. GDP has powerful defenders. Governments that preside over GDP 
growth reap political rewards; industries whose activities contribute to GDP have little incentive 
to support a measure that might revalue those activities downward; and the vast institutional 
infrastructure of national statistical agencies, central banks, and international organizations is 
organized around the collection, reporting, and analysis of GDP data (Stiglitz et al. 2009). 
Shifting to a new framework would require not only new data collection systems but also new 
institutional mandates, new analytical capacities, and new forms of accountability—none of 
which can happen quickly or without pushback from those who benefit from things as they are.

Moreover, GDP’s simplicity is also politically convenient. A single number going up or 
down tells a clear story. Composite indicators that incorporate dozens of variables and present a 
more nuanced picture are harder to use in electoral politics and media coverage (Costanza et al. 
2014). Policymakers may be reluctant to embrace measures whose results are more ambiguous, 
harder to communicate, and more likely to reveal uncomfortable trade-offs between competing 
objectives.

Opportunities for a New Policy Framework
Despite these barriers, the case for moving beyond GDP has gained substantial momentum. The 
proliferation of alternative indicator projects at the national and subnational level—from Mary-
land’s GPI to Bhutan’s GNH, from the OECD’s Better Life Index to New Zealand’s Wellbeing 
Budget—shows that broader welfare measures can work in practice and win political support 
(Kubiszewski et al. 2013). These experiments provide valuable evidence on what works, what 
does not, and how the inevitable trade-offs between comprehensiveness and tractability can be 
navigated in practice.

The adoption of alternative indicators also creates opportunities for the alignment of eco-
nomic incentives with ecological and social goals. If the metrics by which success is measured 
change, the behaviors that the system rewards will change as well. An economy that measures 
its progress in terms of GPI rather than GDP, for instance, would have stronger incentives to 
invest in pollution abatement, renewable energy, equitable income distribution, and the preser-
vation of natural capital—exactly the areas where current incentives fall short (Daly – Cobb 
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1989). By providing policymakers with a clearer picture of the net welfare effects of different 
policy choices, alternative indicators can support more informed, more transparent, and more 
democratically accountable decision-making (Costanza et al. 2014).

Making this happen requires sustained investment in data infrastructure, institutional capac-
ity, and public engagement. National statistical agencies must be equipped with the resources 
and mandates to collect data on well-being dimensions that currently fall outside their scope. 
New forms of multi-stakeholder governance are needed to ensure that the design and implemen-
tation of indicators reflect broad societal input rather than the preferences of a narrow technical 
elite (Stiglitz et al. 2009). Education and public communication are essential to build under-
standing of why conventional metrics are insufficient and how alternatives can better serve the 
common interest (Kubiszewski et al. 2013).

Conclusion
The argument for moving beyond GDP is no longer confined to academic journals and poli-

cy reports. It has entered mainstream public debate, driven by growing evidence that aggregate 
economic growth does not, by itself, ensure improved health, greater equity, environmental 
sustainability, or enhanced quality of life. GDP was designed to measure a specific and limited 
phenomenon – the volume of market-based economic activity – and it does so with reasonable 
accuracy. The problem is not the measure itself but the outsized role it has come to play in 
defining what societies value, what governments pursue, and what constitutes a successful life.

The three alternative indicators examined in this paper – the Genuine Progress Indicator, the 
Human Development Index, and the Gross National Happiness index – each address a different 
dimension of this larger problem. GPI corrects for the environmental and social costs that GDP 
ignores, offering a monetized measure of net welfare that is directly comparable to conventional 
economic accounts. HDI shifts the focus from output to capability, emphasizing that development 
is ultimately about expanding the choices available to individuals. GNH goes further still, insisting 
that well-being is irreducibly subjective and cultural, and that any serious attempt to measure it 
must encompass psychological, ecological, and communal dimensions alongside material ones.

No single indicator is sufficient on its own. Each rests on assumptions, each involves trade-
offs between precision and comprehensiveness, and each leaves important dimensions of 
well-being unmeasured. The task ahead is not to identify a single replacement for GDP but to 
develop a complementary set of indicators – a dashboard of well-being metrics – that together 
give a richer and more useful picture of how societies are performing and where they need to 
improve. Such a dashboard would ideally combine the monetary rigor of GPI, the capability 
orientation of HDI, and the holistic scope of GNH into an integrated framework that can guide 
policy at local, national, and international scales.

The COVID-19 pandemic underscored the urgency of this project. The crisis exposed the 
fragility of economies built around maximizing output at the expense of resilience, equity, and 
public health. Nations that had invested in healthcare capacity, social protection, and community 
infrastructure proved more capable of weathering the shock than those that had not, regardless 
of their GDP rankings (OECD 2020). The pandemic showed clearly that the things that matter 
most in a crisis – the strength of public institutions, the depth of social solidarity, the adequacy 
of essential services – are exactly the things that GDP does not measure.
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As governments and international institutions seek to build more resilient and equitable socie-
ties in the years ahead, they should take seriously the growing consensus that the metrics by which 
progress is judged must change. The challenge is not merely technical; it is political, institutional, 
and, at its deepest level, philosophical. It requires societies to ask – and answer – fundamental 
questions about what they value, what kind of future they wish to create, and what obligations 
they owe to one another and to the natural systems on which all life depends. The adoption of 
alternative indicators will not, by itself, resolve these questions. But it can ensure that the informa-
tion on which policy is based—and the criteria by which success is judged—better reflect the full 
complexity of human life and its ecological context.

Redefining progress is, in the end, an act of collective imagination. It requires moving beyond 
the misleading simplicity of a single economic number and embracing the richer, more demand-
ing account of well-being that alternative indicators make possible. The experience of countries 
and organizations that have already taken this step demonstrates that the transition is difficult but 
achievable, and that its benefits – in terms of better-targeted policy, greater democratic accounta-
bility, and a more sustainable relationship with the natural world – are substantial. The opportunity 
to build on this work has never been greater, and the cost of inaction has never been clearer.
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