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Issues with targets and indicators

* Lists are lengthy and somewhat arbitrary

* Indicators of what can be measured not necessarily what is most important to
measure

* Difficult to aggregate and summarize
 How can we evaluate tradeoffs among indicators?

* Measures are backward looking
 What are the trend to date?



Inclusive wealth

* Inclusive wealth is the aggregate
value of all capital assets
(human, manufactured, natural,
and social)

* Value of a capital asset: the
present value of the flow of net
benefits created by the asset

* Example: land value is the present
value of land rents




Inclusive wealth and sustainable development

 Sustainable development =
non-declining inclusive wealth

* Leave the next generation with
assets that give them the
capability to live as least as well
as the current generation

https://commons.wikimedia.org/wiki/File:Kaj_Family_reunion_group_1988.jpg#/media/File:Kaj_Family_reunion_group_1988.jpg



Inclusive wealth and sustainable development

“The nation behaves well
if it treats its natural
resources as assets
which it must turn over
to the next generation
increased, and not
impaired, in value.”
Theodore Roosevelt

261 President of the US




Advantages of inclusive wealth approach

 Comprehensive

* Coherent

* Aggregate measure

e Simple rule for determining sustainability

* Forward looking
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Measurement issues

* Complex social-ecological system dynamics including potential tipping
points

* Uncertainties
* Aggregation issues
* Inequalities in the distribution of benefits and risks

 Spatial connections (trade and externalities)



* “..we need to convert all the stocks of
resources passed on to future generations
into a common metric, be it monetary or

Measurement issues for inclusive wealth
not...such a goal seems overly ambitious.”

* “The aggregation of heterogeneous items

seems possible up to a point for physical and MEASURING
human capital or some natural resources that OUR LIVES

are traded on markets.”

e “But the task appears much more o
complicated for most natural assets, due to
the lack of relevant market prices and to the Why the GDP Doesn't Add Up
many uncertainties concerning the way these b € Stiolits
natural assets will interact with other
dimensions of sustainability in the future.”

(Mis-measuring our lives, pp. 98-99)




Shunsake Managi

* Distinguished Professor of
Technology and Policy and the
Director of the Urban Institute at
Kyushu University

* Editor of Inclusive Wealth Report
2018

* Research interests: sustainability,
natural capital, climate, energy,
technological change,
urbanization, and population




Eli Fenichel

* Knobloch Family Professor of
Natural Resource Economics at
Yale University

e Research interests: management
of coupled ecological-economic
systems with applications to
natural capital valuation,
fisheries, infectious disease,
groundwater, tropical forests,
and grasslands




Marshall Burke

* Associate Professor, Department of
Earth System Science and Deputy
Director, Center on Food Security
and the Environment, Stanford
University

e Research interests: social and
economic impacts of
environmental change and
measuring, use of remote sensing
in environmental measurement,
and understanding economic
development in emerging markets




Elena Irwin

* Professor in the Department of
Agricultural, Environmental, and
Development Economics and
Faculty Director of the
Sustainability Institute at Ohio
State University

* Research interests: coupled
human-natural systems,
agricultural land use and water
quality, sustainability theory and
assessment




Cathy Kling

 Tisch University Professor in the
Dyson School of Applied Economics
and Management and Faculty
Director at the Atkinson Center for
a Sustainable Future at Cornell
University

* NAS member

* Research interests: water quality,
integrated systems modeling,
measurement of environmental
values




