
Over the past years, we have witnessed a renewed 
effort to go beyond Gross Domestic Product (GDP) in 
measuring wellbeing and social progress. More recently, 
the New Zealand Government has made a commitment 
to do the same.

State of the State  
New Zealand 2018

There are three evidence-informed 
foundations for this effort and 
commitment. First, people care about their 
wellbeing as well as their income. Second, 
wellbeing depends on a range of factors, 
only some of which can be purchased.  

Third, public policy that is exclusively or 
primarily focused on increasing income 
(or GDP in aggregate) may actually end up 
decreasing wellbeing now, or in the future.
In this article, we discuss why there has 
been an increased focus on wellbeing as a 
measure of progress and as an objective of 
public policy. 
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Figure 1: The OECD wellbeing framework
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We also outline the various approaches 
to defining and measuring wellbeing, and 
sketch the current state of wellbeing 
measurement in New Zealand. Finally, 
we create a new wellbeing index for 
New Zealand based on methodology from 
the Netherlands and discuss the policy 
implications of this work.1 Here we make 
the fundamental point that there is a 
critical difference between the best way to 
measure wellbeing and the main influences 
on it, and what factors to focus on and how, 
in order to improve wellbeing.

Background and context
Dissatisfaction with income as a measure 
of wellbeing has a long history.2 The move 
to expand measures of wellbeing beyond 
income was given a significant push 
forward with the publication of the Stiglitz-
Sen-Fitoussi Commission report in 2010.3 

In principle, there could be wide variations 
in what matters for individual wellbeing but 
many studies (covering a large variety of 
countries and cultures across time) have 
repeatedly identified the same general list 
of main influences on wellbeing. In other 
words, based primarily on robust, survey-
based, empirical work, we have a broad 
sense of the common elements of what 
individuals value.4 

To be consistent we use the OECD 
terminology and refer to these common 
ingredients as the “domains of wellbeing”. 
These are represented by the components 
of the OECD’s Better Life Index (BLI).5 

The main components of the BLI (see 
Figure 1) for individual wellbeing include 
quality of life and material conditions. These 
components represent the factors that 
people value and have reason to value.6

Similarly, the Social Report produced 
by the New Zealand Ministry of Social 
Development identifies ten domains of 
wellbeing: health, knowledge and skills, 
paid work, economic standard of living, 
civil and political rights, cultural identity, 
leisure and recreation, safety, social 
connectedness, and life satisfaction.7 
Statistics NZ also refers to three domains 
in its framework for measuring sustainable 
development: environmental responsibility, 
economic efficiency and social cohesion.8

Under the BLI, the ultimate source of 
sustainable wellbeing over time relates 
to the stocks of capital assets, broadly 
defined, that yield income and other 
sources of wellbeing now and into the 
future.9 These assets (see Figure 1) include 
economic (or built) capital, human capital, 
natural capital, and social capital. 

There is a related fundamental point. 
Some of the measures of social progress 
(i.e. contributors to wider wellbeing) 
such as “basic human needs” (including 
nutrition, basic medical care, and shelter) 
are positively and sustainably correlated 
with income, whereas others such as 

“opportunity” (including personal rights, 
tolerance, and inclusion) are less so.10 

Dissatisfaction 
with income as 
a measure of 
wellbeing has a  
long history
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Other approaches to measuring 
wellbeing
What we have outlined previously is not the 
only approach to measuring wellbeing. 

In measuring whether a country is 
making progress, some use a dashboard 
approach, presenting multiple indicators 
and measures, while others construct 
aggregate or composite indices.11

Most prominent among the latter are 
the BLI12,13 and the UNDP’s Human 
Development Index.14 The World Bank 
uses Genuine Savings,15 (also known as 
Adjusted Net Savings), which emphasises 
sustainability through measuring changes 
to capital stocks. Some for-profit and many 
non-governmental organisations have 
developed their own measures, including 
the Legatum Institute’s Prosperity Index16 
and the New Economics Foundation’s 
Happy Planet Index.17

In addition, a Genuine Progress Indicator 
has been proposed since the late
1980s as an improved measure. It 
includes factors like income inequality, 
contributions from the informal economy 
and households, deductions for unwanted 
expenses and the depletion of resources.18 

The World Bank has experimented with 
a number of total wealth indicators, 
including Adjusted Net Savings. It 
measures an economy’s long-term 
sustainability by calculating how much 
of national product is not immediately 
consumed, investment in education, and 
the depletion of natural resources.19 

The UN launched an Inclusive Wealth 
Index (IWI) focusing on stocks rather than 
flows, as GDP does. The IWI measures 
sustainable economic development to 
gauge the difference between produced 
capital (what the human economy 
produces through industrial activities) and 
human and natural capital.

These measures, while useful, still use the 
same linear, input-output approach of 
current national accounts methods. Some 
argue that, “If we are to succeed at moving 
beyond the current model of growth at all 
costs to embrace the idea of a wellbeing 
economy, we need a different approach 
to data collection and modelling that is 
adaptable, evolutionary, and integrated.”20

An alternative approach focuses directly 
on measuring outcomes, in the form of 
subjective wellbeing. The basic idea is, 
having attempted to improve objective 
conditions that drive wellbeing, public 
policy makers would test whether this 
is actually increasing wellbeing through 
carefully structured surveys.21

How is New Zealand doing?
Using a wellbeing lens, focusing on 
outcomes over the past decade, 
New Zealand has done relatively well - 
whether we base this assessment on 
New Zealand’s performance relative  
to other countries or relative to its  
own history.

As the 2017 OECD Report on New Zealand 
summarises: 

“New Zealanders enjoy high living standards, 
with all components of the Better Life 
Index stronger than the OECD average, 
except for household disposable income 
and wealth… New Zealand substantially 
outperforms most other OECD countries 
on social connections, health status and 
overall environmental quality. High living 
standards are also reflected in a superior 
subjective measure of wellbeing. They 
are underpinned by robust institutions, 
good governance, generally best-practice 
policy settings, a stable macro-economy 
and a high-quality education system. 
New Zealand also performs well on gender 
inclusiveness, with one of the smallest 
gender wage gaps in the OECD.”22

Figure 2 shows New Zealand’s 
performance, compared with both 
Australia and the OECD average, on the 
BLI. We can also assess New Zealand’s 
performance relative to its own history 
by considering recent trends. In Figure 3, 
some of the components of wellbeing have 
improved in New Zealand over the past ten 
years, while others have deteriorated.
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Figure 3

Change in New Zealand’s average wellbeing 
over the past 10 years

Notes on change indicators

For each indicator in every dimension:           refers to an improvement;              indicates little or no change; and             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). 

Source:  OECD, 2013

Jobs & 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 ten years. 

Labour market insecurity remains relatively 
high compared to 2005, and the incidence 
of job strain has risen by almost 
seven percentage points.

Work-life balance

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

Education & 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).

Civic engagement

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

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.

Income & 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.

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.

Health status

Life expectancy at birth has improved by 
roughly two years since 2005, in line with 

the OECD average increase. 

Self-reported health has remained 
relatively stable from 2007 to 2016.

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 ten years.

Environmental 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.

Subjective wellbeing

Life satisfaction in New Zealand has 
remained broadly stable and at relatively 

high levels over the past decade.
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Change in New Zealand's average well-being over the past 10 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. 

 

 
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. 

 
 
 
 

 
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. 
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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.  

 
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. 

 
 

 
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). 

 

 
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. 

 

 
Civic engagement Voter turnout among the population registered to vote fell by 

3.3 percentage points between the 2005 and 2014 general elections.  

 
Environmental 

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

 
 

 
Subjective well-

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

Note: For each indicator in every dimension:  refers to an improvement;  indicates little or no change; and  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. 
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Although this multi-dimensional view of the 
main factors affecting wellbeing is useful 
in telling us which factors have improved, 
it doesn’t tell us whether New Zealand’s 
overall wellbeing has actually improved. 
For example, to say that overall wellbeing 
has improved we would need to be certain 
that the contributions of the increases 
in income, personal security, and other 
areas more than offset the decline in 
wellbeing associated with decreases in civic 
engagement and housing conditions. 

With information about what matters 
most to New Zealanders, we can construct 
an “average” wellbeing index to measure 
and track New Zealand’s overall wellbeing 
over time. We do that below by following 
a methodology developed for the 
Netherlands, again using OECD data.23

A wellbeing index for New Zealand – 
data and methodology
The dimensions of wellbeing we have 
selected are from the OECD’s BLI. 
These have the advantage of being 
empirically supported and internationally 
comparable. In addition, the BLI 
initiative offers the opportunity to use 
weightings of the BLI domains, based on 
preferences, to create an aggregate index 
for measuring a country’s progress in 
terms of overall wellbeing.24

For New Zealand, these dimensions are 
shown below. The figures in parentheses 
are the weights from the BLI website 
(accessed on 1 December 2017):

Weighting is a controversial topic in the 
construction of composite indicators. 
Our choice is based on reasonableness 
and convenience, but other methods are 
possible. Further detail about our method 
is available at www.deloitte.com/nz/
stateofthestate.

A wellbeing index for New Zealand – 
results
Figure 4 presents one of the main findings 
of this exercise. It shows that over the past 
ten years or so (using the measures we have 
developed) there is not much difference 
between real GDP per head of population 
and a broader wellbeing measure when 
assessing New Zealand’s progress.

We show the contributors to the 
movements of the wellbeing index over 
those ten years, on a year-by-year basis. In 
Figures 5 and 6 (see next page) we show 
the cumulative contributions of each  
BLI domain to overall wellbeing.
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Figure 6: Cumulative contributions to wellbeing
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Figure 5: Year-on-year contributions to wellbeing
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Discussion – so what is the benefit?
We associate wellbeing with people’s ability 
to live the lives they value. If the purpose of 
public policy is to improve the wellbeing of 
individuals and communities, as we believe 
it should be, then measuring the progress 
of wellbeing is of public interest.

This measurement can be done at various 
levels. Two options that we have shed 
some light on in this paper are to first ask 
people how they are feeling about their own 
lives (see subjective wellbeing in Figure 3), 
and second, to measure whether the key 
ingredients or domains of wellbeing are 
improving over time. In other words, we 
have reported progress over the past ten 
years on both subjective wellbeing (but only 
at a very aggregate level in Figure 3) and on 
the main domains of wellbeing. As much as 
it can, the data also allows us to disentangle 
movements in the main domains of 
wellbeing so that we can get a sense of the 
detail behind the overall measure.

All this can help inform, and hopefully also 
improve, public policy towards improving 
wellbeing on a sustainable basis.
With the usual cautions about the 
completeness and quality of the data, the 
evidence presented suggests:

 • Over the past ten years or so, it is difficult 
to differentiate between income and 
wellbeing as indicators of progress for 
New Zealand.

 • The main positive contributors to overall 
wellbeing over the past ten years are 
due to improvements in safety, income 
and health. 

 
These explorations also provide guidance 
on the type of data we need to collect to 
inform public policy on wellbeing, as well as 
identifying the main gaps in the existing data. 

The data used in this paper is deliberately 
sourced from the OECD, both for 
convenience and to help with international 
comparability. The price we pay for this 
pragmatism is the compromise we face 
with the quality of the data used. 

If the purpose of public policy is to improve 
wellbeing, as we believe it should be, then 
measuring the progress of wellbeing is of 
public interest

Any serious extension of this work would 
almost certainly require moving away from 
OECD data and starting to build a wellbeing 
database for New Zealand, using the very 
best data we can generate. This is a project 
that is already underway at Statistics 
New Zealand. As that data becomes 
publicly available, we will all be able to 
improve our measures of wellbeing.

Conclusions and next steps
Although our analysis and results may help 
inform public policy, they do not tell us how 
to design or implement public policy. 

For example, the finding that the quantity 
and quality of housing is a negative 
influence on wellbeing does not tell us how 
to “solve the housing problem”. This is a 
separate matter, subject to ongoing debate. 

While we will not contribute to the debate 
in this article, it is sufficient to say that the 
heart of it concerns the role of government. 
Is it to equip people to pursue the lives 
they have reason to value (a “wellbeing 
state”) or is it to directly provide people 
with what matters for their wellbeing (a 
“welfare state”)? Where does “agency” (or 
accountability and responsibility) lie – with 
the individuals concerned or with the 
government, or a mix of the two?

The current Government has clearly 
signalled that it wants to frame, design, and 
implement public policy with an objective 
of increasing overall wellbeing, not just 
income, on a sustained basis. If academics, 
businesses and public servants do not lift 
their games and provide all the support 
we can to help the Government achieve 
this vision, we will have missed a unique 
opportunity and failed.

Our contributions can have at least 
four dimensions or objectives 
First, to improve the measures and 
contributors (domains of wellbeing, 
and the ultimate sources of it – human, 
natural, social & cultural, and economic 
capitals). This article is a contribution 
to part of this first objective. As stated, 
while for pragmatic reasons we have used 
the OECD data, any extensions of this 
work will require access to better quality 
New Zealand data for each of the domains 
of wellbeing.

Second, to model and analyse how the 
various domains of wellbeing, and their 
ultimate sources, interact with and 
complement each other. This would be 
critical information for guiding public sector 
investments and decision-making.

Third, to continue exploring quantitatively, 
the main influences on wellbeing, including 
cultural, historical, and regional (or 
geographic) dimensions, and what matters 
most to New Zealanders.

Fourth, given all of the above, explore 
various ways of designing and 
implementing sustainable wellbeing-
enhancing policies. 

This sets the key dimensions of the 
wellbeing and public policy agenda, and 
what sets it apart from the last few years’ 
exploration of social investment policies. 
Our third State of the State article reflects 
on social investment and how wellbeing 
strikes a different path.
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