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Description 
Human Economic Welfare Index (HEWI) is a composite index that focuses on the economic dimension of human welfare. This approach can be fairly criticized as too narrow, since it gives less prominence to the issue of long term sustainability than alternatives such as GPI and ISEW. We acknowledge the validity of the criticism, but argue that an index is a tool whose ultimate value must be judged by its utility. Other indices may offer greater insight, but their inherent complexity and subjectivity as well as the difficulty in obtaining data diminishes their value as a tool for policy-making and international comparisons. 

This index has been constructed with the following objectives: each component indicator should be reliable, easily and promptly available, sensitive, robust, and uniquely related to its own objective; the components should be incorporated in the composite index in such a manner that there is no cancellation; and in contrast to more comprehensive composite indicators, the number of sub-indices should be kept to the minimum possible. These objectives have been only partially met.

Characteristics of HEWI

1. It is denominated in 2005 international dollars adjusted for purchasing power parity.

2. It is based on data that is currently maintained by international organizations and available for 70 countries. Though we have already emphasized that some of the data is not entirely reliable, it is the best and most consistent available and free from value assessment.

3. It is meant for use as a tool, as a policy-instrument and education of the public. Improvements in performance on HEWI are designed to broadly reflect real improvements in present and future welfare. 

We define the Human Economic Welfare Index by the formula – 

         HEWI = EWI * FEI * CEI * EEI 

                                                   
Where EWI is the personal disposable income adjusted for income inequality plus government welfare-related expenditures, FEI is the full employment index, CEI is the combined education index, and EEI is the energy efficiency index. The design of the component sub-indices and composite index are intended to provide a tool that is of maximum value for policy and decision-making.
 
Components
HEWI improves upon GDP per capita as a measure of human economic welfare in six ways:

1. Personal Disposable Income (PDI) – It focuses on that part of national income which directly accrues to households and individuals for promoting human welfare, thereby avoiding the tendency to value growth for growth’s sake.
2. Human Welfare Expenditure (HWE) -- It focuses only on that part of private and public expenditure that directly promotes the welfare of human beings. 

3. Income Inequality (EWI)
 -- It adjusts per capita income to reflect the impact of income inequality on household economic welfare. 

4. Full Employment (FEI)
 -- It takes into account levels of employment and unemployment which directly impact on personal economic welfare and utilization of human capital.

5. [image: image1.emf]Values are for year 2005. GDP/c, PDI/c, EWI/c & HEWI are in constant 2005 international$ PPP

Country GDP  PDI   EWI  FEI CEI EEI  HEWI 

 HEWI as % of 

GDP 

Brazil 8,505      5,459 4,420          0.92 1.14 0.98 4,590         54%

China 4,076      2,019 1,827          0.96

1.06

1.04 1,924         47%

Croatia 14,271    8,667 9,720          0.80

1.03

1.00 7,957         56%

Germany 31,378    21,449 23,700        0.85 1.12 1.05 23,688       75%

India 2,234      1,821 1,638          0.96

1.02

1.06 1,702         76%

Italy 28,144    19,205 20,082        0.83 1.08 1.01 18,323       65%

Japan 30,310    16,571 18,186        0.92

1.05

1.02 17,916       59%

Korea, Rep 22,783    11,875 11,764        0.95 1.16 1.05 13,609       60%

Mexico 12,563    9,492 8,060          0.96 1.03 1.06 8,415         67%

Russia 11,861    10,564 10,297        0.92

1.02

1.05 10,087       85%

South Africa 8,504      5,782 4,690          0.69 1.07 1.01 3,507         41%

Spain 27,377    18,569 20,057        0.86

1.09

0.94 17,676       65%

Sweden 32,319    16,183 20,592        0.89

1.16

1.13 24,001       74%

Turkey 10,977    8,291 7,112          0.84

1.10

1.02 6,697         61%

UK 32,690    22,364 23,488        0.91

1.10

1.15 27,196       83%

US 41,833    29,516 27,483        0.93

1.01

1.16 30,146       72%

Combined Educational Enrollment (CEI)
 – It considers the future economic impact of current investments in education. 

6. Energy Efficiency (EEI)
 – It includes a measure for changes in fossil fuel energy efficiency over time as an index of ecological risk and sustainability.
Figure 1: Components of HEWI

Calculations

HEWI is calculated from 1985 to 2005 using the sub-indices EWI, FEI, CEI & EEI and is given by the formula:

HEWI = EWI*FEI*CEI*EEI

The final result of HEWI is in 2005 international dollars PPP. HEWI as a % of GDP is also calculated. 
Data 
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Table 1: Values of GDP per capita, PDI per capita, EWI per capita, FEI, CEI, EEI & HEWI 2005
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Country 1985 1990 1995 2000 2005 1985 1990 1995 2000 2005 1985-2005 1985-2005

India 817         894         981         1,220      1,702      8 8 8 9 9 108% 122%

China 638         665         959         1,525      1,924      9 9 9 8 8 202% 401%

Korea, Rep 4,511      9,286      8,887      8,220      13,609    7 7 7 7 7 202% 202%

Sweden 20,566    20,129    16,714    19,800    24,001    2 2 4 3 3 17% 45%

Italy 17,576    17,209    15,542    17,097    18,196    4 5 5 5 4 4% 38%

Japan 17,806    18,233    17,167    17,591    17,916    3 3 3 4 5 1% 44%

Spain 8,658      12,816    12,018    16,239    17,676    6 6 6 6 6 104% 71%

UK 15,662    17,906    19,487    23,176    27,196    5 4 2 2 2 74% 60%

US 27,554    27,905    24,748    28,542    30,146    1 1 1 1 1 9% 46%

HEWI Rank

Table 2: HEWI & ranking of countries based on HEWI from 1985 to 2005
Commentary
In Table 1, the 1st three columns show the per capita GDP, PDI, and EWI (PDI adjusted for inequality in PPP 2005 international dollars). The next 3 columns show scores on the indices for employment, education and energy. Columns G & H show the final adjusted human welfare index HEWI and HEWI as a % of per capita GDP. Data is for 2005. 

USA ranks 1st in GDP per capita with a value 28% higher than 2nd ranked UK; but when compared in terms of HEWI, the US is only 11% higher. The GDP gap between USA and Sweden is 29%, while in terms of HEWI it is 26%. Sweden performs better on inequality and education, USA on employment and energy. Russia (85%), UK (83%) and India (76%) record the highest values for HEWI as a percentage of GDP. South Africa (41%), China (47%) and Brazil (53%) record the lowest ratio of HEWI to GDP.
Table 2 presents historical data on HEWI for select countries from 1985 to 2005 along with their relative rank order during the period. Of the nine countries analyzed historically for the period 1985 to 2005, Korea, as well as China, registered the largest increase in HEWI (202%), while its per capita GDP also grew by 202%. Thus, HEWI rose at the very same rate as GDP, signifying that country followed a human welfare-oriented development strategy. In contrast, Japan’s HEWI/c rose just 1% between 1985 and 2005, the smallest gains of any country studied, in spite of a 44% growth in GDP/c during this period. When viewed from a historical perspective, China’s position relative to India changes dramatically. Although China started in 1985 from a GDP/c (PPP) 19% lower than India’s and a HEWI 22% lower, China’s GDP has risen by 401% and its HEWI by 202%. In contrast, India’s GDP rose by 122% and its HEWI by 108%, signifying slower growth but growth more oriented to human welfare than in China.
 

� Computations of GDP based on the expenditure method provide the essential information required to calculate HWE. Data for net household savings and PDI is more difficult to obtain for many developing countries. Until more accurate national accounts are available, HWE is taken as a rough approximation for PDI at the national level and consumption inequality as a rough approximation for income inequality. 
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Method of Calculation

		For the HWE we are considering two components:

		1. H- Household final consumption expenditure for constant 1990 US$ - Data from UN

		2. G - Human Welfare Government expenditure = Sum of Government expenditure on Environmental protection, Housing and community amenities, Health, Recreation culture and religion, Education, Social Protection

		The data for the Government Expenditure by function is taken from UN data here: http://data.un.org/Data.aspx?d=SNA&f=group_code%3A301

		The data in the above link is in local currency terms. So the ratio of total government expenditure in constant US$ is divided by total government expenditure in local currency for the adjustment from local currency to US constant 2000$.

		Human welfare expenditure (HWE) = HCE+HWGE

		HWE per capita = HWE divided by Population

		Gec = 0.65*Gini - 0.1

		PDI per capita adjusted for Gini

		PDI per capita is multiplied by Ge to account for Income inequality.

		HEWI = EWI* CEI * FEI * EEI



The data for the Government Expenditure by function is taken from UN data here: http://data.un.org/Data.aspx?d=SNA&f=group_code%3A301



HEWI 2005

		

		Values are for year 2005. GDP/c, PDI/c, EWI/c & HEWI are in constant 2005 international$ PPP

		Country		GDP		PDI		EWI		FEI		CEI		EEI		HEWI		HEWI as % of GDP		HEWI minus CEI & EEI		HEWI new as % of GDP

		Brazil		8,505		5,459		4,420		0.92		1.14		0.98		4,590		54%		4,081		48%

		China		4,076		2,019		1,827		0.96		1.06		1.04		1,924		47%		1,751		43%

		Croatia		14,271		8,667		9,720		0.80		1.03		1.00		7,957		56%		7,785		55%

		Germany		31,378		21,449		23,700		0.85		1.12		1.05		23,688		75%		20,135		64%

		India		2,234		1,821		1,638		0.96		1.02		1.06		1,702		76%		1,572		70%

		Italy		28,144		19,205		20,082		0.83		1.08		1.01		18,323		65%		16,680		59%

		Japan		30,310		16,571		18,186		0.92		1.05		1.02		17,916		59%		16,819		55%

		Korea, Rep		22,783		11,875		11,764		0.95		1.16		1.05		13,609		60%		11,232		49%

		Mexico		12,563		9,492		8,060		0.96		1.03		1.06		8,415		67%		7,734		62%

		Russia		11,861		10,564		10,297		0.92		1.02		1.05		10,087		85%		9,422		79%

		South Africa		8,504		5,782		4,690		0.69		1.07		1.01		3,507		41%		3,247		38%

		Spain		27,377		18,569		20,057		0.86		1.09		0.94		17,676		65%		17,306		63%

		Sweden		32,319		16,183		20,592		0.89		1.16		1.13		24,001		74%		18,266		57%

		Turkey		10,977		8,291		7,112		0.84		1.10		1.02		6,697		61%		5,980		54%

		UK		32,690		22,364		23,488		0.91		1.10		1.15		27,196		83%		21,487		66%

		US		41,833		29,516		27,483		0.93		1.01		1.16		30,146		72%		25,680		61%





HEWI 2005

		



GDP

PDI

EWI

HEWI

GDP, PDI, EWI & HEWI for 2005



EWI 2005

		

				For the year 2005. All values are in constant 2005 international$ PPP

				Country		GDP/c		HCE/c		HCE as % of GDP		HWGE/c		HWGE as % of GDP		Total Govt. Exp as % of GDP		NHS as % of PDI		NHS per capita		PDI/c		PDI as % of GDP		Gini		Ge		PDI-Ge		PDI-Ge as % of GDP		EWI		Rank by GDP		Rank by PDI		Rank by EWI

				India		2,234		1,284		57%		71		3%		10%		0.30		537		1,821		82%		0.37		0.14		1,567		70%		1,638		16		16		16

				China		4,076		1,535		38%		151		4%		14%		0.24		485		2,019		50%		0.42		0.17		1,676		41%		1,827		15		15		15

				South Africa		8,504		5,776		68%		773		9%		19%		0.00		6		5,782		68%		0.65		0.32		3,917		46%		4,690		14		13		13

				Brazil		8,505		5,077		60%		416		5%		15%		0.07		382		5,459		64%		0.56		0.27		4,004		47%		4,420		13		14		14

				Turkey		10,977		7,462		68%		322		3%		9%		0.10		829		8,291		76%		0.43		0.18		6,791		62%		7,112		12		12		12

				Russia		11,861		9,233		78%		1,252		11%		19%		0.13		1,331		10,564		89%		0.38		0.14		9,044		76%		10,297		11		9		9

				Mexico		12,563		8,827		70%		519		4%		6%		0.07		664		9,492		76%		0.47		0.21		7,541		60%		8,060		10		10		11

				Croatia		14,271		8,658		61%		1,822		13%		19%		0.00		9		8,667		61%		0.29		0.09		7,898		55%		9,720		9		11		10

				Korea, Rep		22,783		10,568		46%		1,095		5%		10%		0.11		1,306		11,875		52%		0.31		0.10		10,669		47%		11,764		8		8		8

				Spain		27,377		16,467		60%		3,469		13%		19%		0.11		2,102		18,569		68%		0.32		0.11		16,587		61%		20,057		7		5		6

				Italy		28,144		16,165		57%		3,326		12%		19%		0.16		3,040		19,205		68%		0.35		0.13		16,756		60%		20,082		6		4		5

				Japan		30,310		16,331		54%		3,405		11%		17%		0.01		240		16,571		55%		0.32		0.11		14,781		49%		18,186		5		6		7

				Germany		31,378		17,955		57%		4,288		14%		19%		0.16		3,494		21,449		68%		0.3		0.10		19,412		62%		23,700		4		3		2

				Sweden		32,319		14,834		46%		5,252		16%		22%		0.08		1,350		16,183		50%		0.23		0.05		15,340		47%		20,592		3		7		4

				UK		32,690		21,481		66%		3,917		12%		18%		0.04		883		22,364		68%		0.35		0.12		19,571		60%		23,488		2		2		3

				US		41,833		29,398		70%		2,305		6%		14%		0.00		118		29,516		71%		0.38		0.15		25,177		60%		27,483		1		1		1

				HCE = Household consumption expenditure

				HWGE = Human welfare government expenditure

				HWE = Human welfare expenditure = HCE + HWGE

				NHS = Net household savings rate

				NHS = % of PDI divided by 100

				PDI = HCE divided by (1-NHS)

				PDI = Personal disposable income





Sources & Links

		HWC categories data: http://data.un.org/Data.aspx?d=SNA&f=group_code%3A301

		http://unstats.un.org/unsd/cr/registry/regcst.asp?Cl=4

		General Government Constant $2000 http://search.worldbank.org/data?qterm=general%20government&language=EN&format=html

		For GDP,Household income, General government income constant 1990$: http://unstats.un.org/unsd/snaama/dnlList.asp

		Population: http://search.worldbank.org/quickview?name=%3Cem%3EPopulation%3C%2Fem%3E%2C+total&id=SP.POP.TOTL&type=Indicators&cube_no=2&qterm=population

		GDP/C PPP data from: http://www.nationmaster.com/graph/eco_gdp_ppp_con_2000_int_percap-constant-2000-international-per-capita

		For Germany & SA, Tertiary are projected from the previous years.

		Ter2000-Ter1995/Ter 1995 = 0.43
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HEWI 1985-2005

				HEWI										Rank										Change in HEWI		Change in GDP

		Country		1985		1990		1995		2000		2005		1985		1990		1995		2000		2005		1985-2005		1985-2005

		India		817		894		981		1,220		1,702		8		8		8		9		9		108%		122%

		China		638		665		959		1,525		1,924		9		9		9		8		8		202%		401%

		Korea, Rep		4,511		9,286		8,887		8,220		13,609		7		7		7		7		7		202%		202%

		Sweden		20,566		20,129		16,714		19,800		24,001		2		2		4		3		3		17%		45%

		Italy		17,576		17,209		15,542		17,097		18,196		4		5		5		5		4		4%		38%

		Japan		17,806		18,233		17,167		17,591		17,916		3		3		3		4		5		1%		44%

		Spain		8,658		12,816		12,018		16,239		17,676		6		6		6		6		6		104%		71%

		UK		15,662		17,906		19,487		23,176		27,196		5		4		2		2		2		74%		60%

		US		27,554		27,905		24,748		28,542		30,146		1		1		1		1		1		9%		46%

		HEWI is in 2005 international dollars PPP

				GDP/c										Rank										Change

		Country		1985		1990		1995		2000		2005		1985		1990		1995		2000		2005		1980-2005

		India		1,004		1,208		1,410		1,718		2,234		8		8		9		9		9		122%

		China		813		1,099		1,847		2,664		4,076		9		9		8		8		8		401%

		Korea, Rep		7,547		11,383		15,761		18,730		22,783		7		7		7		7		7		202%

		Sweden		22,274		24,648		24,702		28,986		32,319		2		3		5		3		3		45%

		Italy		20,420		23,775		25,269		27,714		28,144		4		4		4		5		5		38%

		Japan		21,009		25,953		27,562		28,613		30,310		3		2		2		4		4		44%

		Spain		16,043		19,770		21,007		25,129		27,377		6		6		6		6		6		71%

		UK		20,411		23,740		25,409		29,638		32,690		5		5		3		2		2		60%

		US		28,562		31,951		33,849		39,122		41,833		1		1		1		1		1		46%
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