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The Global Solutions Initiative is a global
collaborative enterprise that proposes policy
responses to major global problems, ad-
dressed by the G20, the G7 and other global
governance fora. The policy recommenda-
tions and strategic visions are generated
through a disciplined research program by
leading research organizations, elaborated in
policy dialogues between researchers, policy-
makers, business leaders and civil society
representatives.
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The Kiel Institute for the World Economy is

an international center for research in global
economic affairs, economic policy consulting,
and economic education. The Institute
engages especially in creating solutions to
urgent problems in global economic affairs.

It advises decision makers in policy, business,
and society and informs the broader public
about important developments in international
economic policy.

RECOUPLING: ENDING THE DIVERGENCE OF ECONOMIC AND SOCIAL PROSPERITY

Many of the prominent challenges of the
21 century - including the rise of pop-
ulism, growing nationalism, a backlash
against globalization and multilateralism -
arise from a decoupling of economic pros-
perity and social prosperity. While GDP
per capita - our conventional measure of
economic prosperity - has grown reason-
ably steadily over the past four decades,
this growth does not appear to have been
matched by a steadily rising sense of so-
cial prosperity, in terms of rising well-be-
ing within thriving societies. Nor has this
economic growth been environmentally
sustainable, with further adverse reper-
cussions for social prosperity. The per-
sistence of national, ethnic and religious
conflicts around the world, combined with
rising dissatisfaction among large popula-
tion groups that feel “left behind” in both
the developed and developing countries,
attests to such decoupling of economic
prosperity from social prosperity for sig-
nificant segments of modern societies.
Tackling the major challenges of our times
will involve confronting the paradox of
growing economic activity in an integrated
global economy, accompanied by ongoing
tensions arising from fragmented socie-
ties and polities.

A major problem in tackling the decou-
pling of economic and social prosperity is
that politicians are far more sensitive to
economic prosperity than its social coun-
terpart. For example, when French Presi-
dent Emmanuel Macron taxed fuel to en-
courage the country’s transition to green
energy at the end of 2018, he did not expect
thousands of citizens to march through the
streets in yellow vests. He apparently had
neglected the possibility that achieving eco-
nomic prosperity through “green growth”

may leave large segments of voters person-
ally disempowered and socially alienated.
The same holds with regard to the massive
protests in Chile that began with a subway
fare hike and those in Lebanon, which were
triggered by a WhatsApp tax.

»Tackling
the major
challenges
of our time
will involve
confronting
the paradox
of growing
economic
activity in an
integrated
global
economy.«

The sense of disempowerment and so-
cial alienation is experienced among many
significant population groups in advanced
and emerging economies, from inhabit-
ants of America’s “rust belt” and Britain’s
small towns to Africa’s unemployed youth.
In short, in many countries around the
world, economic prosperity, environmental
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performance and social prosperity are no
longer aligned.

We propose the “Recoupling Dash-
board”, providing a new theoretical and
empirical basis for assessing well-being
beyond GDP. It sheds light on the decou-
pling process and provides an empirical
basis for mobilizing action by government,
business and civil society to promote a re-
coupling of economic and social progress.
Given that the purpose of government and
business is to promote the public interest,
the Recoupling Dashboard is a step toward
suggesting that government and business
decisions be based on assessments, not
only of their impacts on GDP and environ-
mental performance, but also on solidarity
and empowerment and agency.

The central conceptual insights of our
analysis rest on the following claims: (i)
Human well-being is about more than sat-
isfying preferences for the consumption
of goods and services. It also includes the
pursuit and achievement of value-driven
purposes. (ii] Since the success of homo
sapiens is built largely on cooperation and
niche construction, humans have evolved
motives to socialize (particularly in groups
of limited size) and to use their capacities
to shape their environment. (i) Conse-
quently, personal agency and social soli-
darity have become fundamental sources
of human well-being.

On this basis, we introduce two new, in-
novative indexes, agency and solidarity, to
be examined alongside economic prosper-
ity as well as environmental sustainabil-
ity to gain a more balanced and profound
understanding of well-being. Our agency
index involves agency; it involves people's
need to influence their fate through their
own efforts and is measured across five

components: “Labor market insecurity,”
“Vulnerable employment,” “Life expectan-
cy,” “Years in education” and “Confidence
in empowering institutions”. Our solidar-
ity index covers the needs of humans as
social creatures, living in societies that
generate a sense of social belonging. With
respect to social belonging, “solidarity”
may be considered synonymous with "so-
cial cohesion” and "social inclusion”. Our
Solidarity Index is measured across three
components “Giving behavior,” “Trust in
other people” and “Social support™’.

»The Recoupling
Dashboard is
a step toward
suggesting that
government
and business
decisions be
based on not
only their
iImpacts on
GDP.«

The relation among the four indexes
above is illustrated in Figure 1. The econo-
my and society are embedded in the natu-
ral environment. Thus the circle denoting
“economic prosperity” (measured by GDP
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per capita) and the circles denoting “social
prosperity” (measured by our agency and
solidarity indexes) are linked to the circle
denoting “environmental performance.”
(measured by our agency and solidarity in-
dexes). In well-functioning socio-economic
systems, the economic-prosperity circle
largely overlaps with the social-prosperity
circle, i.e., the incentives, motives and at-
titudes (including trust, social support,
economic security and so on) that people
need to conduct economic transactions are
the ones that promote social prosperity in
their societies. For an economy that grows
(in terms of GDP per capita) while its citi-
zens are mired in dissatisfaction and con-
flict, the economic-prosperity circle is de-
coupled from the social-prosperity circle.

Figure 1: The relation among the four indexes

For an economy whose growth is becoming
increasingly unsustainable, the economic-
prosperity circle is growing while the envi-
ronmental-performance circle is shrinking.

We argue that agency and solidar-
ity - alongside economic prosperity and
environmental sustainability - cover fun-
damental human needs and purposes
present in all cultures. When people's
important material needs have been met,
when they feel securely and meaningfully
embedded in society, when they have the
power to influence their circumstances in
accordance with self-determined goals,
and when they live respectfully of plane-
tary boundaries, then they achieve a wider
sense of human well-being than when they
simply maximize GDP growth. Failure to
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GDP per capita
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achieve any of these ends is associated
with suffering. The inability to meet basic
material needs signifies extreme poverty;
lack of agency signifies a lack of freedom,
self-expression and self-determination;
failure to achieve social solidarity is asso-
ciated with loneliness and alienation; and
living unsustainably means robbing future
generations (as well as others in the cur-
rent generation) of the opportunity to lead
flourishing lives.

The four goals - agency, solidarity,
economic prosperity and environmental
sustainability - are not consistently sub-
stitutable for one another. The gains from
agency and solidarity generally cannot be

translated into temporally invariant mon-
ey terms, whereby economic prosperity is
measured. In order to thrive, people need
to satisfy all four purposes - their basic
material needs and wants, their desire
to influence their destiny through their
own efforts, their aim for social embed-
dedness, and their need to remain within
planetary boundaries. Agency is value-
less when one is starving; consumption
has limited value when one is in solitary
confinement; and so on. Furthermore, the
gains from agency, solidarity, economic
prosperity and environmental sustainabil-
ity are different in kind and thus not read-
ily commeasurable.

Figure 2: Comparison of indexes of the four dimensions of human well-being
in 2007 and 2017 and over time for selected high-income countries
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Figure 2: Comparison of indexes of the four dimensions of human well-being

in 2007 and 2017 and over time for selected high-income countries
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Germany: From 2007 to 2017, the agency index rose substantially, whereas
the solidarity index only slightly increased as did GDP per capita. There
was also a decrease in environmental sustainability. Over time, one can
observe that agency continues to rise along with GDP per capita, while the
development of social solidarity has stagnated. Interestingly, Germany has
experienced a rise in agency and solidarity since 2011.
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United States: From 2007 to 2017, there is an increase in GDP per capita,
accompanied by a stagnation in agency and a decrease in solidarity, as well
as a slight increase in environmental sustainability. Similar to the United
Kingdom, the United States has experienced a progressive decoupling of
GDP from empowerment and solidarity in recent years, particularly after the
financial crisis in 2008.
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United Kingdom: From 2007 to 2017, the Recoupling Dashboard shows a

rise in agency and GDP, while solidarity has fallen, indicating the country has
become more “neoliberal.” Over time, the United Kingdom has experienced a
progressive decoupling of GDP from agency and solidarity, particularly after
the financial crisis in 2008.
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That is the reason why our indexes of
agency, solidarity economic prosperity and
environmental sustainability are to be un-
derstood as a dashboard. Just as the dash-
board of an airplane measures magnitudes
(altitude, speed, direction, fuel supply, etc.)
that are not substitutable for one another
(e.g. correct altitude is not substitutable
for deficient fuel), so our four indexes are
meant to represent separate goals. Only
when a country makes progress with re-
spect to all four goals can there be some
grounds for confidence that a broad array
of basic human needs and purposes is be-
ing progressively met.

»The Recoupling
Dashboard
offers a new
approach to the
evaluation of
human
well-being.«

The Recoupling Dashboard includes
data from more than 30 countries? from
between 2007 and 2017. Summarized on
an X-Y plane, the Recoupling Dashboard
gives a visualization of how the relation-
ship between the four dimensions varies
through time and across countries. Our
data shows that solidarity and agency
develop differently over time and across
countries compared to indexes of GDP per

20

capita and environmental sustainability.

Countries with a high GDP are not nec-
essarily ones that show high solidarity or
agency. In fact, many countries growing in
terms of GDP per capita show a substantial
decrease in the solidarity index over time.
Such a disconnect is an indication of a de-
coupling of economic and social prosperity.
In the Development over Time section in
Figure 2, the Recoupling Dashboard shows
that solidarity and agency follow time
paths that are distinct from GDP per capita.

In the Comparison to Average section
in Figure 2, the baseline square [(in blue)
represents the average values of the four
indexes across the countries in the base
year (2007). Comparing the green and red
line shows in one glance how a country de-
veloped over the past decade in each of the
four dimensions. Comparison with the blue
square and across the different graphs al-
lows for cross-country comparisons.

As we can see, the time series and
cross section evidence indicate that soli-
darity and agency are phenomena that are
distinct from economic prosperity and en-
vironmental sustainability.

The degree to which solidarity is cor-
related with GDP per capita and the degree
to which agency is correlated with GDP per
capita varies across countries. (Figure 3)
We furthermore found suggestive evidence
that inequality does not capture the phe-
nomena of solidarity and disempowerment
either. (Figure 4)

The Recoupling Dashboard offers a
new approach to the evaluation of human
well-being. With further elaboration, the
Recoupling Dashboard can become a pow-
erful tool to assess how decisions by gov-
ernments and businesses affect human
well-being. Currently, policy measures
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Figure 3: Correlation between the indexes and GDP per capita across countries
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Figure 4: Correlation between the indexes and GDP per capita across countries

(a) Solidarity index
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are evaluated primarily in terms of their
impact on GDP. Similarly, business deci-
sions related to production, employment
and future investments are made primarily
in terms of maximizing shareholder value.

The Recoupling Dashboard is a first step
towards reshaping governance systems in
both government and business, with the
aim of recoupling economic and social
prosperity.

" The data used is exclusively provided by external sources, such as the OECD or the World Bank.

2 Australia, Austria, Belgium, Brazil, Canada, Chile, Czech Republic, Denmark, Estonia, Finland, France,
Germany, Greece, Hungary, Iceland, Ireland, Israel, Italy, Japan, Latvia, Lithuania, Luxembourg, Mexico,
Netherlands, New Zealand, Norway, Poland, Portugal, Russian Federation, Slovenia, South Africa, Spain,
Sweden, Switzerland, Turkey, United Kingdom, United States.



