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Does GDP drive behavior or is it merely a reflection of a society’s choices? Addressing this crucial 
question underscores the issue of the suitability of GDP as a driver of economic policy. 

Social outcomes reflect social values; but how can subjective individual values be “social”?. We care 
about unemployment because of religious and other principles that ascribe value to work. For most 
people, their profession is part of their identity. Hence, being unemployed is much worse than simply not 
drawing a paycheck. Bertrand Russel and John Maynard Keynes, in the early 20th century, wrote about the 
value of idleness, and how abundance should allow most people to pursue their dreams disassociated from  
work. They were clearly wrong. Abundance begets desire and in turn desire  begets abundance. We live in 
a world of infinite desires facing finite resources. This conflict is never going away.  

However, there is an underlying dynamic at work here that can shed light on the conflict, namely, how do 
societies organize themselves around common values? But even here there is another problem: “society” 
is too diffuse a term since it is composed by individual people with distinct and sometimes contradictory 
goals. Take the principles of distributive justice, which have a long tradition in philosophy, and form the 
core of how societies assign the benefits and burdens of economic activity. Broadly speaking, we can 
divide these principles into four: merit-based, egalitarian, socialist, and libertarian (Garrett, 2010). Strict 
egalitarianism posits that every person should receive equal benefits and burdens. Plato’s version of this 
kind of meritocracy was  that people should be granted  positions of responsibility according to their 
intelligence, capacity for devotion to the public good, and education. Other versions reward seniority, 
effort and output1. The communist version comes from Marx and in its simplest statement is that people 
should be assigned burdens according to abilities, benefits according to their need. Libertarianism, 
narrowly defined, can be summed up as a way in which benefits and burdens arise from voluntary 
contracts among individuals and firms. 

Controversies regarding the use of GDP as a social outcome arise mostly from the fact that GDP is merely 
an indicator of production. Societies are “rich” in the strict utilitarian view of being able to produce and 
consume more goods and services. If people are content with abundance, GDP is certainly an adequate, 
maybe even the most desirable, social outcome. But, that may not be the case. Societies could organize 
themselves to look for other outcomes beyond abundance. This is always a question affected by margins 
on all sorts of goals: individual and social. For instance, additional wealth might become a goal 
subservient to health. There is little doubt that the segregation between burden and benefits diminishes 
total economic activity in a complex society. We have seen on chapter 3 that long run growth depends on 
the productive labor and capital accumulation, and the exploitation of natural resources. We have ample 

                                                            
1 Professors and teachers regularly face conflicts on merit-based benefits related to effort and output. In most 
courses, grades are related to output, but many students feel that their efforts should also be rewarded. Throughout 
my career I experienced innumerable instances of unhappy students claiming that they studied “extensively”  but 
their grades did not reflect it. For a professor, to whom grading is the least enjoyable part of the educational process, 
balancing effort and output merit in assigning grades is more art than science. Some educators resolve this conflict 
by establishing strict and clear rules – a multiple-choice exam that comprises 100% of a student’s grade distributes 
grades through an output-based system. In extreme cases, professors cannot differentiate between effort and luck in 
their exams. 



evidence that productivity decrease if benefits are decoupled from burdens. For instance, GDP might be a 
poor measure of social outcome in a communist society. . 

It seems clear that GDP is utilitarian in nature. From Driver (2009): “Utilitarianism is one of the most 
powerful and persuasive approaches to normative ethics in the history of philosophy… Though there are 
many varieties of the view discussed, utilitarianism is generally held to be the view that the morally right 
action is the action that produces the most good. There are many ways to spell out this general claim. One 
thing to note is that the theory is a form of consequentialism: the right action is understood entirely in 
terms of consequences produced. What distinguishes utilitarianism from egoism has to do with the scope 
of the relevant consequences. On the utilitarian view one ought to maximize the overall good — that is, 
consider the good of others as well as one's own good. The Classical Utilitarians, Jeremy Bentham and 
John Stuart Mill, identified the good with pleasure, so, like Epicurus, were hedonists about value. They 
also held that we ought to maximize the good, that is, bring about ‘the greatest amount of good for the 
greatest number’. Utilitarianism is also distinguished by impartiality and agent-neutrality. Everyone's 
happiness counts the same. When one maximizes the good, it is the good impartially considered. My good 
counts for no more than anyone else's good. Further, the reason I have to promote the overall good is the 
same reason anyone else has to so promote the good. It is not peculiar to me.”  Of course, the problem for 
an empirical approach is how to measure any of this. 

Economists should not disregard criticisms regarding the usage of GDP as a social outcome by claiming 
that this is merely a reflection of societies’ choices. Economic growth can drive the behavior of both 
public and private agents. Listed and privately-owned companies are measured by profit growth. Public 
policies that aim at increasing growth and reducing unemployment are usually popular. But alternatives 
would bring their own problems.  

Take Bhutan’s Gross National Happiness Index. “The idea of Gross National Happiness (GNH) has 
influenced Bhutan’s economic and social policy, and also captured the imagination of others far beyond 
its borders. In creating the Gross National Happiness Index, Bhutan sought to create a measurement tool 
that would be useful for policymaking and create policy incentives for the government, NGOs and 
businesses of Bhutan to increase GNH (OPHI, 2018).” The GNH is comprised of nine categories. Living 
standards is one of them. It is just GDP with another name. It seems inescapable that economic activity 
does enter the social welfare function of modern societies. But people’s aspirations are not categorized in 
a simple way so that we can optimize GDP according to societies’ wishes. Degrowth, the search for lower 
growth to limit the impact of economic activity on the environment, GNH and GDP itself are all 
ideological constructs. They all consider some things important over others. GDP is not “incorrect”, but 
simply reflects a tacit agreement in which abundance is desirable.  

We can change our relationship to abundance. One doesn’t need to go the complete route into 
communism to accept that seeking abundance through capital accumulation has contaminated our social 
values. But changing social outcomes will come at a cost. If societies are willing to bear it, they can 
disregard GDP. But first society needs to come to terms with how it should structure economic activity. 
The principles of distributive justice illustrate some of the obstacles getting in the way of achieving a 
sound justification for this or that economic policy. What we cannot do is claim that society is enslaved to 
the tyranny of GDP (Altschuler, 2015). Our “infatuation” with GDP comes from a combination of 
traumatic events (famine, war etc), religious and cultural influences, innate desires, and more. What we 
shouldn’t do is replace one indicator with another, without explicitly stating that we are willing to bear the 
costs of the change.  

Questions for discussion. 



1) Using some remarks about utilitarianism, establish the relationship between this concept and the 
modern fascination with GDP. Does utilitarianism validate or contradict the focus on economic 
growth? Explain your reasoning.  

2) John Rawls formulated the Difference Principle: “Difference Principle: Social and economic 
inequalities should be arranged so that they are both (a) to the greatest benefit of the least 
advantaged persons, and (b) attached to offices and positions open to all under conditions of 
equality of opportunity.” Do societies follow (a) to some extent or not at all? What about (b)? 
Explain your reasoning.  

3) For Marx, exploitation forms the foundation of the capitalist system. Today, do you believe 
people are exploited in market-based economies? To which extent does exploitation conflicts 
with the notion of self-determination? Explain your reasoning.  

4) Can you give examples of public policies that do not seek, directly or indirectly, increased 
economic growth? Does your answer change when you consider the distinction between short and 
long run? 
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