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Topic Introduction

Despite international efforts, there is still considerable distance from reaching the Sustainable

Development Goals (SDGs) set by the UN to be achieved by 2030, with major obstacles coming from

unsustainable economic development, social inequality, and climate change.

The British economist John Maynard Keynes developed the Keynesian economic model, which

changed economic theory. Keynes emphasised the necessity of government intervention to stabilise

the economy. The Keynesian model places a greater emphasis on active government programs than

classical economic theories, which support minimal government intervention. The goal of this,

known as demand-side economics, is to increase aggregate demand to grow the economy and lower

unemployment. Keynesian economics promotes fiscal and spending policies by the government to

control economic cycles and achieve full employment.

In the context of sustainable economic development, Keynesian principles can be expanded to

include long-term stability and growth while ensuring environmental and social sustainability.1 The

model aims to offer a framework in which economic policies complement sustainable development,

guaranteeing a strong and balanced future, in addition to addressing current economic challenges.

By raising aggregate demand, Keynesian policies can help decrease the negative effects of economic

recessions and encourage steady economic growth.

Considering the growing importance of sustainable development, it is crucial to understand how

Keynesian concepts might be applied to current issues. Therefore, for policymakers, exploring and

evaluating the Keynesian model to promote sustainable economic development is key to balancing

economic aims with broader environmental and social goals.

1 Harris, Jonathan. Green Keynesianism: Beyond Standard Growth Paradigms. 2013.
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Definition of key concepts

Keynesian Economic Model

"Keynesian economics is a macroeconomic theory of total spending in the economy and its effects on

output, employment, and inflation."2 This model, proposed by John Maynard Keynes, suggests that

to manage economic cycles and prevent recessions, there must be active government intervention,

especially through fiscal policies. It emphasises the need to stimulate aggregate demand during

downturns to achieve economic growth, full employment, and economic stability.

Sustainable Economic Development

"Development that meets the needs of the present without compromising the ability of future

generations to meet their own needs."3 This concept integrates economic growth with

environmental protection and social equity, ensuring long-term development is balanced.

Fiscal Policy

"Fiscal policy refers to using government spending and tax policies to influence economic conditions,

especially macroeconomic conditions. These include aggregate demand for goods and services,

employment, inflation, and economic growth."4 Within the Keynesian framework, fiscal policy is

crucial for regulating aggregate demand, stimulating economic activity during downturns, and

cooling the economy during booms.

Economic Stability

"A term used to describe the financial system of a nation that displays only minor fluctuations in

output growth and exhibits a consistently low inflation rate. Economic stability is usually seen as a

desirable state for a developed country, often encouraged by the policies and actions of its central

bank."5 Stability is a key objective of Keynesian policies, aiming to avoid extreme fluctuations in the

business cycle.

5“Economic Stability.” ESCWA, www.unescwa.org/sd-glossary/economic-stability

4Hayes, Adam. “All about Fiscal Policy: What It Is, Why It Matters, and Examples.” Investopedia, Investopedia, 6
May 2024, www.investopedia.com/terms/f/fiscalpolicy.asp.

3World Commission on Environment and Development. “Report of the World Commission on Environment and
Development: Our Common Future.” United Nations, 1987.

2 Barnier, Brian. “Keynesian Economics Definition.” Investopedia, 30 Apr. 2020,
www.investopedia.com/terms/k/keynesianeconomics.asp.
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Social Equity

"The fair, just, and equitable management of all institutions serving the public directly or by contract;

and the fair and equitable distribution of public services, and implementation of public policy; and

the commitment to promote fairness, justice, and equity in the formation of public policy."6 In the

context of sustainable development, social equity ensures that economic growth benefits all

segments of society, reducing inequality and fostering inclusive development.

Environmental Protection

"Practices and procedures that are designed to avoid, minimise, eliminate, or reverse damage to the

environment and environmental systems."7 It is a critical aspect of sustainable development,

ensuring that economic activities do not degrade the environment, thus preserving resources for

future generations.

Boom and Bust Cycle (Business Cycle)

"The boom and bust cycle is a process of economic expansion and contraction that occurs

repeatedly."8 Keynesian economics seeks to mitigate the extreme phases of the business cycle

through government intervention, smoothing out periods of excessive growth and deep recessions.

Aggregate Demand

"Aggregate demand is the total demand for goods and services within an economy."9 Increasing

aggregate demand is a central tenet of Keynesian economics, aimed at boosting economic activity

and reducing unemployment during downturns.

Multiplier Effect

9“AGGREGATE DEMAND | Meaning in the Cambridge English Dictionary.” Dictionary.cambridge.org,
dictionary.cambridge.org/dictionary/english/aggregate-demand.

8 “Boom and Bust Cycle.” Investopedia, 5 Sept. 2020,
www.investopedia.com/terms/b/boom-and-bust-cycle.asp.

7“Environmental Protection.” Oxford Reference,
www.oxfordreference.com/display/10.1093/oi/authority.20110803095753671. Accessed 11 Aug. 2024.

6United Way NCA. “What Is Social Equity? Definition & Examples.” United Way NCA, 27 Aug. 2021,
unitedwaynca.org/blog/what-is-social-equity/.
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"An effect in economics in which an increase in spending produces an increase in national income

and consumption greater than the initial amount spent."10 In Keynesian economics, the multiplier

effect highlights how government spending can lead to a greater overall increase in economic output

and demand.

Monetary Policy

"Monetary policy is a set of tools used by a nation's central bank to control the overall money supply

and promote economic growth and employ strategies such as revising interest rates and changing

bank reserve requirements."11 While monetary policy is primarily managed by central banks, it

complements Keynesian fiscal policies in regulating economic activity.

Aggregate Supply

"The total value of goods and services that producers make and are willing to sell at a certain price

within a certain time."12 Understanding aggregate supply helps in evaluating the production capacity

of an economy and its ability to meet aggregate demand.

Background Information

Development and Application

The Keynesian economic model was developed by John Maynard Keynes in the 1930s as a result of

the Great Depression. Keynes’s work, “The General Theory of Employment, Interest, and Money”

(1936), challenged the classical economic theory that free markets naturally tend toward full

employment and equilibrium. Classical economists argued that any unemployment would be

temporary as wages and prices adjusted to restore balance. However, Keynes argued that insufficient

aggregate demand might cause the economy to persist in a state of continuous underemployment.

12 “Aggregate Supply Explained: What It Is and How It Works.” Investopedia, 2024,
www.investopedia.com/terms/a/aggregatesupply.asp. Accessed 11 Aug. 2024.

11Brock, Thomas, and Pete Rathburn. “Monetary Policy: Definition, Types, and Purpose.” Investopedia, 17 Mar.
2023,www.investopedia.com/terms/m/monetarypolicy.asp.

10 “Dictionary.com | Meanings & Definitions of English Words.” Dictionary.com, 2023,
www.dictionary.com/browse/multiplier-effect#google_vignette. Accessed 11 Aug. 2024.
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During the Great Depression, widespread unemployment and stagnation sparked criticism of classical

economic theories, which held that the economy would adjust itself without the need for

government intervention. This prompted suggestions that government intervention was necessary to

stabilise and stimulate the economy. He believed that increased public expenditure and lower

interest rates would boost aggregate demand. Initially, Keynesian policies were applied in various

countries to tackle the economic downturn, leading to significant changes in worldwide economic

policymaking and theory.

Key Principles of the Keynesian Model

Aggregate Demand

Aggregate demand is composed of consumer spending, investment by businesses, government

expenditure, and net exports (exports minus imports).13 Keynes suggested that changes in aggregate

demand have the potential to cause economic instability and require government action to stabilise

these cycles.

Role of Government Intervention

Keynesian economics argues that the government plays an important role in managing economic

cycles.14 To boost demand, the government should lower taxes and increase spending during

economic downturns. In contrast, to prevent inflation during times of economic overheating (when

the economy reaches the limits of its capacity to meet all of the demand from individuals, firms, and

government15), the government should raise taxes and decrease spending. The goal of this

counter-cyclical strategy is to encourage steady growth and stabilise the economy.

Comparison with Classical Economics

The core principles of classical economic theory are limited government intervention and

self-regulating markets. It argues that adaptable prices and wages allow free markets to naturally

adjust to balance and full employment.16 Keynesian economics, on the other hand, argues that

16 Keynesian vs. Classical Economic Model - Study.Com,
study.com/academy/lesson/the-keynesian-model-and-the-classical-model-of-the-economy.html

15 “Explainer - What Does Overheating in the Economy Mean?” Central Bank of Ireland, 2014,
www.centralbank.ie/consumer-hub/explainers/what-does-overheating-in-the-economy-mean.

14 Jahan, Sarwat, et al.What Is Keynesian Economics?

13 “What Is Keynesian Economics? - back to Basics - Finance & Development, September 2014.”Www.imf.org,
www.imf.org/external/pubs/ft/fandd/2014/09/basics.htm.
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government intervention is needed to resolve long-term unemployment and economic instability

since markets can fail to self-correct.

Fig 1: Comparison between Keynesian and Classical economic principles17

Policies and Their Mechanisms

Government Spending

According to Keynesian economics, the government can boost the economy by spending more on

public services, infrastructure, and education. In addition to increasing consumption and boosting

employment, this expenditure also boosts the economy. For example, enhancements to

infrastructure not only increase the quality of public spaces but also generate demand for labour and

materials.

Taxation

17 Amadeo, Kimberly. “How Keynesian Economics Works.” The Balance,
www.thebalancemoney.com/keynesian-economics-theory-definition-4159776. Accessed 23 Aug. 2024.
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Tax reductions provide people and businesses with more disposable income. The aggregate demand

rises as a result of the increased income and investment. To promote fair economic growth, the

Keynesian model supports progressive taxation, in which the tax burden is proportional to income

levels.

Monetary Policies

Monetary policy involves central banks controlling the money supply and interest rates to manage

inflation and stabilise the economy. There are two types of monetary policies, expansionary and

contractionary. A contractionary policy raises interest rates and limits the amount of money in

circulation to prevent inflation — the general increase in the prices of goods and services in an

economy that lowers the purchasing power of money — and slows down economic growth.

Moreover, during times of slowdown or a recession, an expansionary policy grows economic activity.

By lowering interest rates, saving becomes less attractive, and consumer spending and borrowing

increase.18 Monetary policies link to the main macroeconomic goals of countries, which is to keep

low and stable inflation rates (expansionary policies aim to increase the amount of money in

circulation, while contractionary policies do the opposite), and to achieve low unemployment.19

Furthermore, the central banks use different methods and tools to achieve their aims, such as open

market operations (OMOs), interest rates, and reserve requirements.

Open market operations (OMOs)

The aim of open market operations (OMOs) is to influence short-term interest rates by adjusting the

level of reserve balances, consequently impacting other interest rates. To change the quantity of

outstanding government securities and money accessible to the economy overall, the Federal

Reserve Bank purchases bonds from investors or sells extra bonds to investors.20

Interest rates

20 “What Are Open Market Operations (OMOs), and How Do They Work?” Investopedia, 9 Sept. 2022,
www.investopedia.com/terms/o/openmarketoperations.asp.

19 Agarwal, Prateek. “Five Macroeconomic Goals.” Intelligent Economist, Intelligent Economist, 15 Jan. 2018,
www.intelligenteconomist.com/macroeconomic-goals/ .

18 Brock, Thomas. “Monetary Policy Meaning, Types, and Tools.” Investopedia, 21 Feb. 2024,
www.investopedia.com/terms/m/monetarypolicy.asp.
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Interest rates are set by the central bank and they determine how easily banks will loan out money.

When central banks lower interest rates, monetary policy is easing, and when they increase them,

monetary policy is tightening. 21

Reserve requirements

Finally, reserve requirements are the amount of cash that financial institutions must have, in their

vaults or at the closest central bank, in line with deposits made by their customers.22 Banks will have

more money to loan or purchase other assets if this reserve requirement is lowered. Whereas, if

reserve requirements are raised, bank lending will be restricted and growth will be slowed.

Sustainable Economic Development

Keynesian Principles and Sustainability

The Keynesian model can support sustainable economic development by integrating economic

growth with social and environmental goals. Keynesian policies that emphasise government spending

and investment can be directed towards sustainable infrastructure, such as hydroelectric power

stations - this creates jobs for the unemployed, and increases confidence, while simultaneously

promoting sustainability - green technologies, such as electric vehicles or renewable energy, and

societal initiatives that improve people's lives and encourage the preservation of the environment,

such as tree planting initiatives or recycling.

Economic Stability and Sustainability

Economic stability provides a foundation for pursuing sustainability goals. A stable economy allows

for consistent investment in sustainable practices and technologies. Moreover, Keynesian policies can

address short-term economic challenges while aligning with long-term sustainability objectives, such

as reducing carbon emissions and preserving biodiversity, creating a balanced approach to

development.

Challenges and Barriers

22 Chen, James. “Reserve Requirements: Definition, History, and Example.” Investopedia, 13 Mar. 2023,
www.investopedia.com/terms/r/requiredreserves.asp.

21“Monetary Policy and Central Banking.” IMF,
www.imf.org/en/About/Factsheets/Sheets/2023/monetary-policy-and-central-banking.
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Political Obstacles

Political opposition may arise when implementing Keynesian policies, particularly when it comes to

greater taxes and government spending. Political beliefs and interests can affect choices, putting

long-term sustainability objectives in conflict with immediate financial rewards.

Economic Obstacles

Economic constraints, such as high levels of public debt or inflation, can limit the effectiveness of

Keynesian policies since it is more difficult for governments to increase spending, and if more money

circulates in the economy, inflation may increase. Balancing fiscal stimulus with fiscal responsibility

(the obligation of a state to maximise incomes by using its spending powers, while also ensuring that

inflation does not spiral up23) needs to be managed carefully to prevent making economic imbalances

worse.

Social Obstacles

Social resistance to change, including opposition to higher taxes or government intervention, can

hinder the implementation of Keynesian policies. An example of this is the yellow vest movement of

2018 in France. As a result of an increase in fuel prices and the middle-class feeling as if the

government's tax burdens were falling on them, they resisted in the form of riots, attacks, and much

more forcing the government to act.24 Public perception and social values play a role in shaping

economic policy and its effectiveness in achieving sustainability.

Key Events and Crises

1930s: The Great Depression

The Great Depression, a time of extreme economic contraction, massive unemployment, and

deflation, directly led to the development of Keynesian economics. To correct the flaws in traditional

economic theories and boost economic activity, Keynes argued in favour of government intervention.

1970s: Stagflation Crisis

24 “The Yellow Vests Movement.” Aeod.library.harvard.edu,
aeod.library.harvard.edu/galleries/yellow-vests-movement.

23 “Fiscally Responsible.” Netamorphosis.com, 2024, netamorphosis.com/glossary/fiscally-responsible/. Accessed 21 Aug.
2024.

9

CSMUN | Economic and Financial Committee

http://aeod.library.harvard.edu/galleries/yellow-vests-movement


12th Campion School Model United Nations | 12th– 13th October 2024

Keynesian economics faced challenges in the 1970s stagflation crisis. High unemployment and

inflation combined to create stagflation, which revealed the weaknesses of Keynesian economics in

dealing with two pressing problems at once.

2008-2009: Financial Crisis

The global financial crisis of 2008-2009 renewed interest in Keynesian economics. Governments

worldwide adopted fiscal stimulus measures, including increased public spending and tax cuts, to

counteract the severe economic downturn and support economic recovery.25

2015: UN Sustainable Development Goals (SDGs)

The adoption of the UN Sustainable Development Goals emphasised the need for an integrated

approach to economic, social, and environmental sustainability. Keynesian principles align with these

goals by advocating for policies that promote inclusive economic growth and environmental

sustainability.

2020: COVID-19 Pandemic

To reduce the negative economic effects of lockdowns, governments responded to the COVID-19

outbreak with previously uncommon fiscal stimulus measures. Keynesian measures, such as large

public spending and help for workers and companies, were essential to the response and recovery

measures.

25 Weinberg, John. “The Great Recession and Its Aftermath.” Federal Reserve History, 22 Nov. 2013,
www.federalreservehistory.org/essays/great-recession-and-its-aftermath.
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Date Description of the event

9 March 1776 “The Wealth of Nations” was published by Adam Smith. It emphasised the

value of competition and free market concepts.

February 1936 Keynes published his book, “The General Theory of Employment, Interest,

and Money”, developing the Keynesian model

1973 - 1982 A significant energy crisis brought on by OPEC's oil embargo resulted in

stagflation in several Western countries. Severe rises in oil prices exposed

the fragility of economies dependent on oil and created economic

disruptions.26

December 2007 -

June 2009

The global financial crisis led to the renewed application of the Keynesian

stimulus

25 September, 2015 UN adopted Sustainable Development Goals promoting balanced growth

11 March, 2020 The COVID-19 pandemic prompted massive fiscal stimulus worldwide

Links for further research:

● Keynesian economics: https://www.investopedia.com/terms/k/keynesianeconomics.asp

● Great Depression: https://www.history.com/topics/great-depression/great-depression-history

● Stagflation: https://www.federalreservehistory.org/essays/great-inflation

● Financial Crisis of 2008: https://www.cfr.org/timeline/global-financial-crisis

● UN SDGs: https://www.un.org/sustainabledevelopment/sustainable-development-goals/

● COVID-19:

https://www.imf.org/Topics/imf-and-covid19/Fiscal-Policies-Database-in-Response-to-COVID-19

26 “Ten Key Dates in Economics.” Tutor2u.net, 2024,
www.tutor2u.net/economics/reference/ten-key-dates-in-economics .
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Major countries/organizations and alliances

United States of America (USA)

The U.S. has implemented Keynesian policies during economic crises in the past. For example, the

New Deal during the Great Depression, the fiscal stimulus packages during the 2008 financial crisis,

and the COVID-19 pandemic relief measures aimed to stabilise the economy through increased

government spending and tax cuts.

https://www.federalreservehistory.org/

European Union (EU)

The EU, particularly countries like Italy and Belgium, has adopted Keynesian policies to address

economic challenges. The EU's response to the 2008 financial crisis and the COVID-19 pandemic

included significant fiscal stimulus measures to support the member states' economies.

China

China employs a mixture of Keynesian economics and state capitalism (a form of capitalism in which

the government controls some property, resources, money, etc)27. The government frequently uses

fiscal stimulus and infrastructure investments to boost economic growth. Notably, China’s response

to the 2008 financial crisis and recent economic slowdowns involved substantial government

spending.

International Monetary Fund (IMF)

The IMF is incredibly important in global economic stability since it provides financial assistance and

advice to member countries facing economic challenges.28 It supports Keynesian policies by

promoting fiscal stimulus measures during downturns to boost aggregate demand and promote

economic recovery.

https://www.imf.org/en/Home

28 International Monetary Fund. “The IMF at a Glance.” IMF, IMF, 2019,
www.imf.org/en/About/Factsheets/IMF-at-a-Glance.

27 Cambridge Dictionary. “State Capitalism.” @CambridgeWords, 21 Aug. 2024,
dictionary.cambridge.org/dictionary/english/state-capitalism.
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World bank

The World Bank focuses on long-term economic development and reducing the level of poverty. It

funds projects that align with sustainable development goals, including infrastructure, education,

and healthcare, emphasising the importance of government intervention in achieving economic

stability and growth.

https://www.worldbank.org/en/home

Previous attempts to solve the issue

New Deal - 1933-1938

As a result of the Great Depression, President Franklin D. Roosevelt created the New Deal, which

included a wide range of initiatives aimed at reviving the American economy, such as the Civilian

Conservation Corps (CCC), the Works Progress Administration (WPA), and numerous others. The New

Deal was built upon Keynesian economic ideas that emphasise the necessity of government

intervention in stabilising the economy, especially through more public spending and employment

creation.29

For example, the WPA supported public works projects that not only created jobs but also created an

infrastructural foundation across the US, ranging from parks and schools to highways and bridges.

Furthermore, the CCC employed millions of young men in land management initiatives that were

focused on environmental preservation, such as reforestation and soil erosion prevention. 30

The New Deal's focus on economic intervention through the government set a precedent for future

policies aimed at promoting sustainable economic development. It highlighted the potential of

Keynesian models to address severe economic downturns, showing that government initiatives could

play a crucial role in both short-term economic recovery and long-term growth. The New Deal did,

however, also start a debate over how to achieve a balance between free-market dynamics and

government intervention.

30 Britannica. “New Deal | Definition, Programs, Summary, & Facts.” Encyclopædia Britannica, 21 Jan. 2019,
www.britannica.com/event/New-Deal.

29 “Who Was John Maynard Keynes & What Is Keynesian Economics?” Investopedia, 1 Oct. 2019,
www.investopedia.com/terms/j/john_maynard_keynes.asp.
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https://www.history.com/topics/great-depression/new-deal

Post-WWII government intervention

Keynesian ideas played a crucial part in the reconstruction and expansion of Western economies

after World War II. To rebuild countries damaged by war and ensure long-term prosperity,

governments made significant investments in social programs, infrastructure, and education. Roads

and housing projects, for example, not only helped the economy's immediate recovery but also

created an environment for future expansion.

Social programs, including healthcare and unemployment benefits, were expanded to stabilise

demand and improve living standards. Significant investments in education aimed to develop a

skilled workforce, driving innovation and ensuring sustained economic growth.

These post-war Keynesian strategies were crucial in transforming damaged economies into stable

ones.

Financial Crisis 2008

In response to the 2008 financial crisis, governments across the globe implemented large-scale fiscal

stimulus packages to stabilise financial systems and spur economic recovery. These measures

included substantial bailouts for banks to prevent the collapse of the financial sector and increased

public spending to boost economic activity.

Governments also invested in infrastructure projects, extended unemployment benefits, and offered

tax cuts to stimulate demand and create jobs. These actions were crucial in preventing a deeper

economic downturn.

Green New Deal

The Green New Deal is a U.S. policy framework proposed in 2019, designed to deal with climate

change and economic inequality simultaneously. It advocates for significant investments in green

infrastructure and renewable energy, aiming to create millions of jobs while reducing carbon

emissions. This approach reflects modern Keynesian ideas by emphasising initiatives led by the

government to stimulate economic growth and address important social issues. Through high public
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spending on sustainable projects, the Green New Deal seeks to transform the economy, promote

environmental sustainability, and ensure economic equity for all citizens.31

However, the Green New Deal does have several challenges that need to be considered, especially

considering the social opposition, particularly from the fossil fuel industry. Moreover, encouraging

everyone to become completely sustainable is also very difficult as many people will not want to

change their current lifestyles. Nevertheless, it is without a doubt that the GND would take, even to a

small extent, some steps towards a more sustainable future, and that is an achievement on its own.32

Possible solutions

Strengthening Social Safety Nets

Strong social safety nets are essential for minimising the impact of economic downturns on

vulnerable populations. These measures ensure that aggregate demand stays relatively stable during

economic downturns and are achieved through increased government spending, aligning with

Keynesian economics and fiscal policies.

Unemployment Insurance

Offering financial assistance to individuals who lose their jobs during economic downturns is vital for

keeping aggregate demand stabilised. By providing a temporary income, unemployment insurance

helps prevent families from falling into poverty and ensures that consumption will not decline, which

connects with Keynesian economic thought. It also provides workers with the security needed to

search for suitable employment.

Universal Healthcare

Ensuring that all citizens have access to healthcare regardless of their economic situation is another

key component of a strong social safety net. Universal healthcare not only reduces economic

inequality by providing equal access to medical services, but it also promotes a healthier, more

productive workforce. Healthy individuals are more likely to contribute effectively to the economy,

32 “Stanford Energy and Environment Experts Examine Strengths and Weaknesses of the Green New Deal |
Stanford Report.” News.stanford.edu,
news.stanford.edu/stories/2019/03/strengths-weaknesses-green-new-deal.

31 Dsouza, Deborah. “The Green New Deal Explained.” Investopedia, 28 May 2022,
www.investopedia.com/the-green-new-deal-explained-4588463.
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and universal healthcare can prevent health-related financial crises that could push families into

poverty. It also is a form of government spending to maintain a stable economy.

Promoting Sustainable Business Practices

Promoting sustainable business practices can have significant long-term economic and

environmental benefits. By integrating sustainability into their operations, businesses not only

contribute to environmental protection but also enhance their resilience and competitiveness in the

market. This can be done through government intervention in the form of subsidies or tax incentives

which are fiscal policies, or this could also be achieved through low-interest loans which could

potentially make it easier for businesses to invest in sustainable practices.

Green Investments

Offering incentives for businesses to invest in renewable energy and sustainable technologies would

be a very large step towards a greener economy. These incentives might include tax credits, grants,

or subsidies for purchasing sustainable equipment, reducing carbon footprints, and developing

innovative eco-friendly technologies. Such investments can help businesses lower operational costs

in the long run, mitigate environmental impact, and meet growing consumer demand for sustainable

products and services.

Corporate Social Responsibility (CSR)

Corporate Social Responsibility (CSR) is commonly defined as a business model in which companies

integrate social and environmental concerns in their business operations and interactions with their

stakeholders instead of only considering economic profits.33 Companies that commit to CSR can

improve their brand reputation, attract socially conscious consumers, and promote a positive

corporate culture. This not only benefits the communities and environments they operate in but also

contributes to their long-term success by building strong, sustainable business relationships and

reducing risks associated with unsustainable practices. Moreover, if companies adopt sustainable

business practices and are very mindful of their CSR, governments could offer tax benefits as a

reward, potentially incentivizing more companies to do the same.

33 “What Is Corporate Social Responsability (CSR)?” HEC Paris,
www.hec.edu/en/faculty-research/centers/sustainability-organizations-institute/think/so-institute-executive-fa
ctsheets/what-corporate-social-responsability-csr.
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Reforming Economic Indicators and Measurements

Traditional economic indicators like Gross Domestic Product (GDP) often fail to provide a complete

picture of a country’s well-being or sustainability. Reforming these measurements can offer a more

comprehensive understanding of economic health and progress, capturing factors that GDP

overlooks, and it could also help align the government’s fiscal policies with measures not only

relating to GDP but also sustainability and overall well-being.

Inclusive Wealth Index

This index incorporates human, social, and natural capital along with economic capital. The Inclusive

Wealth Index provides a broader perspective on development, emphasising the importance of

factors such as education, social well-being, and resources. This approach helps evaluate the

sustainability of growth and the overall quality of life, rather than just economic output.

Genuine Progress Indicator (GPI)

The GPI adjusts economic activity to account for environmental and social factors, offering a more

accurate reflection of societal progress. Unlike GDP, which measures economic transactions without

distinguishing between positive and negative impacts, the GPI factors in issues like environmental

degradation, income inequality, and unpaid work.
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