


Dashboard for a New Economy

Under the umbrella of the World Economic Forum’s
Great Reset initiative, this report outlines a general
framework for macroeconomic targets beyond GDP
growth — a Dashboard for a New Economy — to serve as
a guide for the post-COVID-19 economic recovery and
as a starting point for further debate and convergence
of targets and approaches among governments

and economic policy-makers globally. Building on
findings from the World Economic Forum’s regular
Chief Economists Survey, the report demonstrates

the practical relevance of the framework by assessing
the current state of the economic recovery from the
COVID-19 pandemic and policy action based on the
proposed dimensions of the Dashboard.

The report builds on the latest economic policy research
as well as extensive consultations with the World
Economic Forum’s Global Future Council on the New
Economic Agenda and a growing community of more
than 40 leading chief economists from both the public
and private sectors, organized by the World Economic
Forum’s Platform for Shaping the Future of the New
Economy and Society.
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INntroduction

The simultaneous disruption caused by
the COVID-19 crisis in nearly every country
around the world has forced societies

into a moment of pause and reflection

on what is truly of value. Rebuilding the
post-pandemic economy in this spirit will
require a more comprehensive definition of
economic success to serve as a guide for
the economic recovery.

Despite a range of long-standing efforts
to define alternative measures of economic
progress, reverting to conventional growth
in gross domestic product (GDP) as the
core economic policy objective remains

a reflex for most governments. Indeed,
the latest survey of the Forum’s Chief
Economists Community finds that global
progress by governments in implementing
multidimensional measures of economic
performance is perceived to be limited

at best.

In the wake of COVID-19, much energy
has gone into trying to predict whether
the economic recovery will be “V-shaped”,
“U-shaped”, “L-shaped” or “K-shaped”.
Yet, targeting a recovery in GDP growth
alone will not be sufficient to advance

the holistic economic, environmental

and societal reset that is needed at this
moment. Instead, the recovery itself will
need to be anchored in such a reset. In line
with this ambition, non-financial economic
performance measures will need to be

1 The Economist, 2020

2 International Business Council and World Economic Forum, 2020
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mainstreamed more fully into economic
analyses, implemented more fully by
governments and tracked more fully by
policy-makers on an ongoing basis along
with an updated definition of GDP.

The general Dashboard framework and
principles presented in this report are an
open invitation for governments, economists
and other interested stakeholders to come
together and work towards a common

core set of targets to guide the economic
recovery. The purpose of this paper is not to
present a new and separate framework, but
rather to provide a platform for stakeholders
to converge on a common narrative as to
what constitutes economic success in the
post-pandemic world.

Recent traction for non-financial business
success metrics has been encouraging and
the strong momentum for convergence in
the environmental, social and corporate
governance (ESG) space should be
leveraged for a similar push to mainstream
economic policy metrics beyond GDP at
the national level. While there had been a
proliferation of ESG targets for businesses,
there is now a drive towards convergence
of non-financial reporting standards."

The framework put forward by the World
Economic Forum'’s International Business
Council in September 2020 has provided
important momentum on the road to such
further convergence.?



National-level targets will need to be
reported in a similarly disciplined and
rigorous way and both sets of metrics

— firm- and macro-level — should ideally

be consistent with each other. The
Dashboard proposed in the first part of
this report is therefore organized along

the four dimensions of prosperity, planet,
people, and institutions, following the same
overarching structure as the International
Business Council’s proposal and consistent
with the UN Sustainable Development

(¢}
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Goals. It aims to strike a balance between

being comprehensive and yet, at the same
time, concise enough to serve as a mental
model for thinking about the recovery and

future progress.

In line with this ambition of a more
comprehensive and demanding definition
of economic success, the second part of
this report presents a multidimensional
assessment of the recovery to the extent
that data availability allows.
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Towards a new compass
for the post-COVID-19

economy

Recent years have seen several
extensive and rigorous efforts to identify
relevant elements of well-being and tackle
different dimensions of the measurement
question. These include the UNDP’s
Human Development Index (1990-2020);
the comprehensive review of well-being
dimensions by Stiglitz, Sen and Fitoussi
(2009); the OECD’s Better Life project
(2018, 2020); the Bennett Institute’s
Wealth Economy Project (2019); the
Recoupling Dashboard (2019); and

the World Economic Forum’s Global
Competitiveness Index (1979-2019),
Inclusive Development Index (2015,
2017) and Social Mobility Index (2020).

Building on and synthesizing this extensive
set of work, we propose five core principles
to anchor a new narrative and set of policy
targets for the post-COVID economy:

1. Balance people, planet, prosperity,
institutions and recognize their
interlinkages and trade-offs: The
framework should be consistent with
the UN Sustainable Development Goals
and ESG dimensions proposed by
the International Business Council but
include a broader set of targets given
that governments have more levers to
steer the recovery than businesses do.?

A forward-looking agenda and compass
will need to anchor a balance between

economic, environmental, health and
social targets and consider them as
inextricably linked. Events in recent
years have made clear on national and
global scales the close interconnections
between the different dimensions of
economic progress and well-being —
such as health and economic outcomes
in the current COVID-19 crisis; or
environmental and social reform in the
case of France’s gilets jaunes protests.

Some of the targets included are at

the same time drivers of productivity
and GDP growth, such as public health
outcomes and educational attainment;
while certain environmental targets may
present trade-offs with increasing GDP
or carry distributional consequences
depending on how they are pursued.

. Update the measure of GDP and a

re-evaluate growth as a core policy
target: The definition of GDP will need
to be updated to accurately capture the
value of activity that does not have a
market price, for example digital activity
and care work, and to exclude extractive
activity — both environmental and
financial. GDP growth as the core policy
target will also need to be re-evaluated.
Beyond the immediate context of the
ongoing crisis, the role of economic
growth in advancing living standards

in recent years has been different

3 International Business Council and World Economic Forum, 2020
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depending on the setting. In high-income
economies, long-term productivity
growth has been steadily declining since
the 1970s, and it has been argued

that there are currently no clear policy
avenues for reviving it.* What little

growth there was has disproportionately
accrued to individuals in the top 1%

of the income distribution. It has been
proposed therefore that a more beneficial
path may be to target welfare-enhancing
interventions more directly.®

In low- and middle-income countries,
benefits of economic growth have been
more evenly spread and lifted millions
out of poverty in large emerging markets.
The avenues for policy support to boost
growth performance were better known
until the manufacturing-led development
model lost much of its force with

the advent of the Fourth Industrial
Revolution. While the case for boosting
economic growth remains strong, the
direction of future growth also needs to
be actively shaped.

Monitor distributional outcomes
and access to opportunity: The
crisis has had a deeply uneven impact,
exacerbating existing dynamics of
economic and social polarization

and deepening historical patterns of
disadvantage. This is true for both the
health and economic impact of the
pandemic, which has been worse for
women and low- and middle-income
households.® The COVID-19 crisis
follows more than a decade of wage
and wealth stagnation and a persistent
downward trend in the labour share

of income. While the unemployment
impact in Europe was initially cushioned

Banerjee and Duflo, 2019

Ibid.

IMF, 2020, Brussevic et al., 2020
Coyle et al., 2017

~
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by rapid policy intervention, this
situation will change once wage
support programmes are phased

out in the coming months. Globally,
acceleration of the digitalization of
business processes will likely entail a
labour market recovery that does not
make up for middle-skilled jobs lost
during the pandemic.

Furthermore, a prolonged decoupling
of the stock market from labour market
dynamics will lead to widening wealth
inequality, and a climate transition
carries the risk of regressive outcomes
if it is not carefully managed. While it will
be important to track developments in
both income and wealth distributions,

it is not clear that the level of inequality
per se should be a target that is
included in a Dashboard — in particular
since different phases of economic
development are associated with
different levels of inequality. It has been
argued that a measure of social mobility
or equality of opportunity would be a
more robust concept to monitor.

. Include future-orientation and

resilience: Beyond simply considering
a broader set of factors, macro-level
performance indicators will need to be
designed to be more forward-looking,
including measures of financial, natural
and social capital as an indicator of
systems resilience to future shocks and
also gradual depletion. The remit of
national statistics, which had originally
been designed to track resources
available to government, was extended
in the 1930s to capture the economic
welfare of citizens;’ yet, crystallized
into the form of GDP, economic



welfare became equivalent to present
production and consumption without
consideration for the future. Reversing
the environmental and social state of
depletion in which we find ourselves will
thus require a shift to include metrics
that focus leaders’ minds on the future.

5. Reflect connection and community:
A set of guiding principles for economic
policy-making in the post-pandemic
world will also need to recognize the
need for a fundamental transformation
of social systems and the enablers that
should be at its core.® The dynamics of
the Fourth Industrial Revolution have
made 20th-century systems obsolete
and it has been suggested that a
social system fit for and building on
the strengths of the Fourth Industrial
Revolution will be designed to have
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human connection at its core to support
those in need.®

When it comes to multidimensional
frameworks, a large number of concepts
have been put forward to capture

the social dimension and will require
further convergence. They range from
social capital, to social cohesion, social
connections, diversity, equity and
inclusion, agency and empowerment

to social justice.

Table 1 presents a high-level framework that
reflects these five principles, the Dashboard
for a New Economy. The Appendix provides
examples of specific outcomes that are
relevant for each of the four dimensions —
prosperity, planet, people and institutions

— which will, however, require further
discussion and convergence.

Table 1: Dashboard for a new economy — Dimensions
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Income and Distributional
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public health
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Assessing the
current state of
economic recovery

A multidimensional view of the recovery
will be critical to shaping the kind of
transformation that is being called for by
the present moment. Building on the
analytical framework outlined above,

this report presents an assessment of
the ongoing economic recovery that

is broader than in previous editions of

the Forum’s Chief Economists Outlook,
where this analysis is usually presented.
The assessment follows the Dashboard
structure laid out in the first part of the
report (see Table 1) to the extent possible.
It is organized around the four pillars of
prosperity, planet, people and institutions.

Given that data on many relevant
dimensions is not yet collected at high
frequency and in a systematic way, the
assessment also draws on anecdotal
evidence. In the longer run, our aim is

to identify the most appropriate data
sources for consistent assessment of each
dimension over time.

Prosperity

GDP recovery

While still far below its pre-COVID-19
trend, the global GDP recovery — in its
current definition — is following the OECD’s
June upside scenario more closely than
the downside one.™ Yet, this overall trend
is masking much heterogeneity across

10 OECD, 2020

11 Allianz, 2020

12 Citi, 2020

13 ILO, 2020; Rizk, 2020

countries and sectors and the recovery is
losing momentum as uncertainty over a
second wave of COVID-19 is high and firms
continue to lay off workers. GDP recovery
paths of the largest economies are diverging
as China and Germany pull ahead of the
United States, France, Italy, Spain and the
United Kingdom.

The economic recovery also varies significantly
by sector, with services — in particular, travel,
hospitality and entertainment — edging back
only slowly as consumers remain cautious
and new local restrictions are put in place.
Uncertainty on the timing of a full GDP
recovery to 2019 levels is high. The Forum’s
latest Chief Economists Survey yielded a
range of estimates between the second half
of 2021 to the second half of 2022, for high-
and middle-income countries. The average
expectation for both was the first half of 2022.
For low-income countries, the survey records
a consensus on a recovery to 2019 levels in
the second half of 2022 (see Figures 1-3).

Income and wealth inequality

While the crisis has exacerbated existing
inequalities, its impact on unemployment
and consumption has been very different
across regions. Low- and middle-income
countries with large informal sectors and
weak safety nets have been hardest hit
on both dimensions.® In high-income
countries, consumption was mostly



maintained thanks to rapid emergency
measures, supporting households either
through unemployment benefits (in the
US) or wage support schemes and shorter
hours (in Europe).

However, threats to further economic and
social polarization are many, including in
advanced economies. In the longer run, the
crisis has accelerated automation, while
reskilling is not moving fast enough in high-
income countries and digital leapfrogging is
not materializing at a sufficient scale in low-
and middle-income countries.™

Most respondents to the Chief Economists
Survey do not expect jobs coming back in
the recovery to be of comparable quality
to pre-COVID-19 jobs (see Figure 7). There
is, further, a risk of reduced access to
labour markets for the young, as a result
of interrupted and unequal access to
schooling and the resulting loss of human
capital. Since it is strongly expected that the
disconnect between the labour and stock
markets is going to remain a feature of the
US economy in the medium run, according
to the latest Chief Economists Survey,
wealth inequality is also likely to rise (see
Figure 8).

The critical challenge in the coming months
will be for policy-makers to find the right
moment and plan to phase out emergency
rescue measures in favour of interventions
that encourage structural change. This

is true both for general wage support
programmes being phased out in favour

of more targeted investments supporting
job creation in growth sectors, and general
bailout measures making way for new
businesses and markets. While most
respondents to the Chief Economists Survey
feel that the right point in time for Europe to
phase out wage support programmes would

14 Onkokame et al., 2017
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be fairly soon, over the course of the first
half of 2021, the survey also reveals that
most respondents feel that governments

do not yet have convincing plans in place
to make a transition — at most, moderately
S0 in advanced economies, much less in
emerging markets (see Figures 4, 9 and 10).

Financial resilience

The scale of the economic transformation
will, to a large extent, depend on the fiscal
space that countries will be able to keep
over the coming months. Debt dynamics
are looking stable for high-income countries
with expectations on the likelihood of a debt
default crisis averaging at 15% in the Chief
Economists Survey (see Figure 5). Monetary
policy has remained fully accommodative

of fiscal rescue and stimulus measures

in advanced economies, while inflation
expectations remain low over the medium
run. Despite the announcement by the US
Federal Reserve to move to average inflation
targeting and placing a higher weight on
employment targets, most respondents to
the Chief Economists Survey expect US
inflation to edge up only slightly as a result
of the Fed move (see Figure 11).

The likelihood of a debt default crisis is,
however, estimated to be higher for middle-
and low-income countries, which are

much more constrained when it comes to
monetary policy space and access to global
capital markets. The Chief Economists
Survey yielded an average expected default
risk of around 30% for middle-income
countries and just under 50% for low-
income countries (see Figure 5).



Planet

Clean energy

While carbon emissions may decline by as
much as 8% globally in 2020 (as opposed
to 1% after the global financial crisis),'®
this will remain a temporary phenomenon
without further government intervention.

One of the core levers to avoid climate
catastrophe will be a shift in the energy

mix from fossil fuels to renewable energy
resources at the same time as a move

to more energy efficiency. Important to
monitor at this stage are the commitments
made by governments to increase public
spending on the energy transition. A study
released in May 2020 assessed a first wave
of 300 measures across G20 countries,
worth more than $7.3 trillion in spending,
and concluded that around 4% of them
were green, i.e. targeted at reducing GHG
emissions, 4% were likely to have a negative
effect on emissions and 92% maintained the
status quo.™

Emergency measures had to be more
general in nature, supporting all firms and
all jobs, yet the stimulus phase of fiscal
spending should see more targeted support
for an energy transition. According to the
IEA’'s Energy Policy Tracker, 53% of public
recovery money spent on the energy sector
until September 2020 went to supporting
fossil fuel production and 34% to clean
energy production.’” An earlier analysis by
a consortium of research institutions found
that, by early July 2020, the G20 countries
where commitments of stimulus money to
clean energy exceeded those to fossil fuels
were Brazil, China, Germany, India, Japan

15
16
17
18
19
20

Hepburn et al., 2020

lbid.

Energy Policy Tracker, 2020
Gerasimchuk et al., 2020
Larsen et al., 2020

Sager, 2019
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and the United Kingdom.'® As a proportion
of current GDP measures, the EU has
made the largest commitment of stimulus
measures towards greening the economy,
at close to 20%, while India, China and
the US have committed 2.4%, 1.9% and
1.1%, respectively.™

When asked about optimal allocation of
fiscal stimulus, respondents to the Chief
Economists Survey on average placed
equal weight on targeted government
spending on greening, reskilling and
digitalization, however, with significant
variation. When considering only the
ranking between the three objectives,
greening came out slightly ahead,
followed by reskilling and connectivity.

Distributional considerations

The fight against climate change brings
with it two major distributional concerns:
the incidence of the costs of climate change
itself and the incidence of the cost of its
mitigation. When it comes to mitigation,
carbon taxes are likely to become a

core instrument in shaping the energy
transformation. Distributional implications
of such a tax will be important to keep

in mind in the current environment

of accelerating economic and social
polarization. France’s gilets jaunes
protests made this tension highly visible.

A recent study of three plausible carbon
pricing scenarios, building on plans put
forward by the EU, shows that “higher
prices following a carbon tax would be
mildly regressive in industrialized countries,
mildly progressive in developing countries,
and steeply regressive across countries.”?°



There is, however, the possibility to reverse
these distributional effects by refunding
carbon taxes through targeted national
carbon dividends.

People

Human capital and social resilience
Three dimensions of the recovery are
important when it comes to human capital
and social resilience and will need to be
closely tracked if the recovery is to be
broad-based and inclusive.

These are allocations of public money

in fiscal packages to, first, expand
healthcare capacity and, second, reskKill
those who have lost or are at risk of
losing their jobs in the structural
transformation to come. Data quality

on these dimensions will need to be
urgently improved as it is currently less
systematically and frequently collected.
Third, tracking social resilience and the
evolution of social capital will be equally
important in shaping the recovery.
Anecdotal evidence from the UK suggests
that the pandemic has strengthened the
social fabric, at least temporarily. When
the crisis first broke, the number of
volunteers offering to support frontline
workers in the UK National Health Service
(NHS) was 750,000.2

Commentators have also pointed to the
speed with which societies were able to
pivot and rapidly stitch together support
networks for their neighbourhoods and
communities.?? In order to boost this
positive force, prominent voices have
been calling for an effort to build more

21
22
23
24
25
26

Haldane, 2020
Cottam, 2020

World Economic Forum, 2009-2019
Spence and Brady, 2020
Sibley et al., 2020
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institutionalized support for civil society,
recognizing it as a third force in society
on a par with markets and the state.?s

Institutions

Institutional context

Longer-term global developments of

the institutional context are concerning;
institutional quality has been, in many
dimensions, deteriorating around the world,
with negative trends in freedom of the press,
judicial independence, legal frameworks and
budget transparency.?*

Trust in government has evolved very
differently across countries during the
crisis, depending mainly on two factors

— the level of trust that pre-dated the
pandemic, and leadership behaviour during
the crisis. Yet, the crisis has provided an
opportunity to make up lost ground: pay-
offs for governments that manage the crisis
generously are potentially huge in terms of
renewed trust.?®> New Zealand, for example,
saw a significant jump in trust during the
pandemic thanks to decisive and well-
communicated government action.?¢

Cottam, 2020; Rajan, 2019; Haldane, 2020; Bowles and Carlin, 2020



October Chief Economists Survey — Results at a glance (21 responses)

2. When do you estimate
GDP will revert to its
pre-COVID level? — For
middle-income countries

1. When do you estimate
GDP will revert to its
pre-COVID level? — For
high-income countries
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5. How high do you estimate the likelihood of a debt default crisis
in the next 18 months? (likelihood in %)

31.6

High-income countries

Middle-income countries

Low-income countries

7. As labour demand

is coming back, rehiring
conditions will be
comparable to pre-COVID
job quality in terms of
contracts and compensation.

stock market and the state of

feature of the US economy in
the medium run.

8. The disconnect between the

the labour market will remain a

3. When do you estimate
GDP will revert to its
pre-COVID level? — For
low-income countries
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4. For the case of Europe,
what will be the right point in
time to phase out general
wage support programs in
favour of measures supporting
structural change?
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6. What is the top development in the last three months that

gives you cause for optimism?

Rapid progress with vaccine and test development (multiple
mentions), rapid large-scale policy intervention (multiple
mentions), recovery in China, racial justice protests, tame
inflation environment, greater awareness of ESG,
institutionalization of practices that are both more efficient
and environmental, embrace of sustainability plans,
movement on reskilling by governments

9. Fiscal rescue measures in
place are sufficiently
accompanied by plans to allow
for structural adjustments.

— For high-income countries

10. Fiscal rescue measures

in place are sufficiently
accompanied by plans to allow
for structural adjustments.

— For emerging markets
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11. How will the shift to average inflation targeting by the Federal
Reserve affect USD inflation outcomes over the medium run?

Lower inflation

No effect

Slightly higher inflation

Significantly higher inflation
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12. How do you assess global progress by governments in
implementing multi-dimensional measures of economic progress

beyond GDP?

Strong
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A call to action

The COVID-19 crisis has starkly exposed
the inadequacies of our economic systems
and institutions. Government and business
leaders now find themselves at a historic
crossroads, as they are challenged to
shape the recovery. A business-as-usual
recovery in GDP growth and firm profitability
alone will not be sufficient. What is needed
now is a “Great Reset”, guided by a
compass for governments and firms with a
broader set of targets that is widely adopted
and fully operationalized.

This paper aims to provide a platform

as a starting point for a renewed
international effort to converge on and
implement economic policy targets

beyond GDP growth, following pioneering
countries, such as New Zealand, that have
formally integrated a multidimensional set
of targets into their budget process. Such a

move will be critical in providing a direction
for government investment and public
spending to support the post-pandemic
recovery and transformation.

Encouraged by the recent traction for
convergence on non-financial business
success metrics at the firm level, we believe
that such rapid progress is also possible at
a macroeconomic level. Importantly, these
are not simply questions to be addressed
after the COVID-19 crisis subsides —
forward-thinking leaders should take action
now to reset their compass for the recovery.

Governments, policy-makers, members
and partners of the World Economic
Forum as well as other stakeholders
interested in learning more about joining
this effort are encouraged to contact us at:
nes_dashboard@weforum.org.
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Appendix

Concept Examples
GDP updated Brynjolfsson et al. (2019) on digital activity (GDP-B);

Coyle (2014), Mazzucato (2017) on care work, extractive
activities, both financial and environmental; Haskel and
Westlake (2018) on intangibles

Financial resilience OECD How’s Life (2020): Produced fixed assets,
intellectual property assets, gross fixed capital formation,
investment in R&D, financial net worth of the total
economy, financial net worth of general government,
household debt, leverage of the banking sector

Distributional outcomes Median income; Income and Wealth Gini; Forum Social
Mobility Index (SMI): fair wage distribution (pillar 7);
working conditions (pillar 8); social protection (pillar 9)

Energy mix GHG emissions, percentage of investment or public
spending on renewable energy, McAfee (2019) on energy
intensity of output

Nature resilience Bennett Wealth Project (2019) on natural capital;
OECD How’s Life (2020) Natural Capital: biological
resources and biodiversity, climate change, soil quality
and freshwater resources, waste and materials; Forum
GCI (sustainability edition 2014-2015): Stringency of
environmental regulations; Enforcement of environmental
regulations; Terrestrial biome protection; Number of
ratified international environmental treaties; Baseline water
stress; Wastewater treatment; CO, intensity; Fish stocks
overexploited; Forest cover change; Particulate matter
concentration; Quality of the natural environment; McAfee
(2019) energy intensity of output

Distributional outcomes Environmental damage absorbed by income level; who
pays for mitigation
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Human capital: education UNDP Human Development Index (HDI) (2019): expected
years of schooling, mean years of schooling; Forum GCI
(2019): current workforce, skills of current workforce,
future workforce, skills of future workforce; Forum SMI:
education access (pillar 2), education quality and equity
(pillar 3); life-long learning (pillar 4)

Human capital: UNDP HDI (2019): Life expectancy at birth; Forum GCI

public health (2019): Healthy life expectancy years; Forum SMI (2020):
Adolescent birth rate, prevalence of malnourishment,
health access and quality index, inequality-adjusted
healthy life expectancy index

Social resilience: OECD How’s Life (2020): Volunteering through

social capital organizations, trust in others, trust in institutions:
police, trust in institutions: national government,
government stakeholder engagement, gender parity
in politics, corruption

Social resilience: Recoupling Dashboard (2019): Giving behaviour, trust in

social cohesion others, social support

Social resilience: OECD How’s Life (2020): Social support, time spent in

social connections social interactions, satisfaction with personal relationships

Social resilience: diversity, Forum GCI (2019): Diversity of workforce; IBC/Forum

equity and inclusion ESG “people” (2019): pay equality, wage level, investment
in reskilling

Social resilience: agency/ Recoupling Dashboard (2019): Labour market insecurity,

empowerment vulnerable employment, life expectancy, years in

education, confidence in empowering organizations

Institutions

Institutional context Forum GCI (2019): Security, social capital, checks and
balances, public-sector performance, transparency,
property rights, corporate governance, future orientation
of government (all sub-pillars of pillar 1 “Institutions”)
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