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Introduction

During September 2025, the staff of Modern Money Lab will be visiting the United
Kingdom, the Netherlands and Austria, to participate in seminars relating to modern
monetary theory (MMT). This motivated us to compare, in some respects at least, the
economic progress or otherwise of these three nations since 1980.

While the Netherlands was a founding member of what became the European Union
from 1958, Austria only joined in 1995, as part of the fourth enlargement, alongside
Sweden and Finland. Both Austria and the Netherlands are in the Eurozone currency
area. The United Kingdom joined what was then the European Economic Community in
1972, famously leaving the EU in 2020, four years after a referendum which provided a
narrow mandate for the purpose. The UK was never a part of the Eurozone, although it
was a part of the Exchange Rate Mechanism between 1990 and 1992..

The standard metric economists use to compare living standards is of course Real (or
inflation-adjusted) GDP per capita. Technically, this involves estimating what GDP per
person would have been in each country each year, if the prices of goods and services in
a particular year had applied across every year in the same period. In our case, we use
2020 prices and an economy-wide measure of the price level called the GDP deflator. In
addition, we use a reasonable (purchasing power parity adjusted) exchange rate
between the pound and the euro (of 1.3 euros per pound in 2020) to convert UK statistics
into euros, for the purposes of comparison. This rate does not reflect what the market
exchange rate between the currencies was in 2020, but instead is based on what you
could actually buy with those currencies across the Eurozone and in the UK.

The resulting comparison can be seenin figure 1.
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Figure 1: GDP per capita at constant 2020 prices

Genuine Progress

It is well-known that GDP was never intended to be an index of the contribution of
economic activity to well-being or living standards and is not suited for that purpose. It
takes no account of a wide variety of economic and social costs and benefits of our
activities, or a wide variety of environmental costs, which are collectively of immense
importance, but cannot even be listed, let alone given financial valuations, without a
heavy reliance on subjective judgements.

The best available framework within which to attempt such an analysis of the net benefits
and costs of economic activity has been provided by the Genuine Progress Indicator, and
there have been many GPI studies carried out in recent decades, at both national and
local levels, in at least some cases informing policy debates and it is to be hoped
decisions.



The most widely used approaches to estimating the Genuine Progress Indicator are
difficult if not impossible to generalise to a large number of countries in a way which
facilitates easy calculation, updating and comparisons, however. This is particularly the
case because manysocial and ecological statistics which ideally should be incorporated
into such studies do not exist or are not reliable and comparable.

Our response to this at Modern Money Lab has been to put together a simplified GPI,
which we sometimes call the Modern Money Lab Progress Indicator (or MPI). We will refer
to it as a GPI here, however, and have the endorsement of at least one well-known GPI
scholar that we are justified in doing so.

Our simplified GPI (unlike more comprehensive and theoretically valid versions) takes
Real GDP per person and adjusts it as follows. We deduct a figure for the cost of
inequality, using a similar approach to that used on many GPI studies. We also deduct a
statistic relating to the cost of unemployment. This is not about the financial impact on
GDP, but the broader social impact of unemployment, underemployment and insecure
employment on well-being. A rough valuation of unpaid family care and household work
isincluded in our GPI, of course being excluded from GDP. We then use estimates of the
cost of greenhouse gas emissions and the material footprint of economic activity as
instruments of ecological costs more broadly. Our aim is to use fairly conservative
approaches to valuing these costs and benefits, using which we transform GDP per
person into our GPI statistic.

The results of all this are shown in figure 2.
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Figure 2: GPI at constant 2020 prices

There are several interesting features of figure 2 when compared to figure 1. Figure 1
suggests that living standards have followed similar paths in the three countries, since
1980, albeit with GDP per capita being somewhat higher in the Netherlands than in
Austria and the UK since the mid-1990s. In figure 2 though, which we maintain is a better
indicator of the impact of economic activity on well-being, we see a significant gap
opening up between the UK and the other countries in the 1980s and 1990s which has
never since closed.

Income Inequality

To understand the reason our estimate of the UK’s GPI flat-lined during 1980s and early
1990s, we need to look at what happened to income inequality during this period. We can
do this with reference either to net income Gini statistics drawn from the Standardised
World Income Inequality Database (SWIID) or our derived estimates of the cost of
inequality in each country (see figures 3 and 4).
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Figure 3: Net Income Gini Statistics (Source: SWIID)

The UK enjoyed a Scandinavian level of inequality in the early 1970s, and as late as 1980
its Gini statistic was approximately the same as that of the Netherlands. The impact of
neoliberal economic policies under Margaret Thatcher and John Major is then obvious,
as the inequality index rises continuously for 20 years, then partially reversing under the
Labour Government of Tony Blair and Gordon Brown, who among other things introduced
a statutory minimum wage, and then levelling out again under subsequent Conservative
Prime Ministers. Meanwhile, net income inequality hardly changed across the period in
Austria and increased only marginally in the Netherlands.

We use a standardised approach to estimating the costs of inequality in each of the three
countries, with the results shown in figure 4.
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Figure 4: Cost of Inequality

The way the cost is estimated, it increases with GDP per capita as well as with the Gini
statistic, so we see it increasing gradually in the Netherlands and Austria, and quickly in
the UK up to 2000. Beyond the year 2000, the falling Gini statistic and rising GDP per
capita figure cancel out, so that the cost of inequality levels out in the UK, but remains
relatively high. This cost figure is an input into our GPI.

Unemployment

Another input is the cost of unemployment (and underemployment), which is shown in
figure 5.
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Figure 5: Cost of Unemployment

The early 1980s were years of mass unemployment in the UK, but not in Austria.
However, the unemployment rate is now higher in Austria than in the UK, with official
rates of about 4.7% in the UK and 6.7% in Austria during early 2025, although there is
probably more underemployment amongst part-time workers in the UK than in Austria.
Participation rates are comparable in the three countries. The main insight provided by
figure 5 is that Austria may have paid a price for Eurozone membership in the form of
higher unemployment. There is a similar story for the Netherlands up to 2014, but not
subsequently. The estimated cost of unemployment per person has recently been
approximately the same in all three countries.

Unpaid Care Work

A major benefit which must be added to our calculation to provide a GPl is a valuation of
unpaid housework and care work. It is possible given the data to construct an imputed
figure using a sophisticated approach - identifying typical activities and estimating
market rates for them — but in our case we base figures on estimates of hours spent on
such activities by a typical adult (still a lot more by women than men) multiplied by a
shadow price valuing such effort. The result is typically 30-40% of GDP, which most
people would say is a very conservative estimate, and a vital component of any GPI. The
resulting estimates are provided in figure 6.
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Figure 6: Valuation of Unpaid House and Care Work

There is a significant difference between the estimate for the UK and those for the other
countries. This is not mainly about less care being given in the UK, but an artifact of how
the statistic has been calculated. The shadow price is reduced when there is more
inequality, so the UK is being further punished here in our GPI due to its high level of net
income inequality.

Ecological Costs

What remains are our indices of ecological costs. The first relates to the costs of
emissions of greenhouse gases (carbon dioxide, methane and nitrous oxide). Emissions
figures come from the Our World in Data site. The higher of territorial and consumption
emissions of carbon dioxide has been used for each country each year, without the
inclusion of land-use data. CO2 equivalent figures for the other greenhouse gases have
been added, and then the sum has been multiplied by a shadow emissions price per
tonne each year. The 2020 price was set as a compromise between market prices (and
those used by neoclassical economists) and the much higher estimates advocated by
ecologists. To account for the rapidly reducing remaining budget to manage the risks of
climate change this price increases in real terms by five per cent per year across the



sample period. There have been significant decreases in emissions in each country since
2000, but not significant enough to meet the challenge of reducing real per capita
emissions costs, which is what is included in our GPI. The information is provided in
figures 7 and 8.
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Figure 7: CO2 Equivalent Emissions

Figure 7 may be slightly misleading in terms of magnifying the dramatic fall in emissions
in the United Kingdom, relative to what has happened in the other two countries. This is
the result of the UK’s much high population and so much larger economy, rather than a
much faster fall in emissions per capita. The significance of decreasing emissions in the
UK and its abandonment of coal, as the world’s 6™ largest economy, is worth highlighting,
as of course is the fact that there is a long way to go.

Figure 8 provides our estimate real per capita cost of these emissions from each country.
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Figure 8: Cost of Emissions

There is a very similar story in the three countries, albeit with the UK doing relatively well
on this metric. All these countries are reducing their per capita and total emissions over
time, but not nearly quickly enough to meet the increasing urgency of the climate crisis,
based on our assumption that a 5% increase in real cost per tonne is a reasonable
indicator of this need within our estimate of each country’s genuine progress.

Material footprint data is drawn from the database of the United Nations Environment
Program, and includes biomass, fossil fuels, metal ores and non-metallic minerals. This
data is provided in figure 9.
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Figure 9: Material Footprint

This chart once again shows the relative scale of the UK economy. It also demonstrates
the dramatic fall in the UK’s material footprint during and after the Global Financial
Crisis, which initially was mainly driven by falling imports during the Great Recession.
The other feature of this chart which is obvious is that the material footprint of the
Netherlands economy continues to rise virtually throughout the period. Like many
countries, the Netherlands has not yet achieved any absolute decoupling of its material
footprint from its Gross Domestic Product.

This is reflected in our estimate of the real per capita cost of material footprint data, in
figure 10.
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Figure 9: Footprint Cost

The shadow price per tonne was based on the material footprint of economic activity
globally being about as severe an ecological cost as emissions in 2020, so that the cost
per tonne was set at half the cost of a tonne of CO2-equivalent emissions. As with
emissions, the price has then been increased by five percent a year above inflation,
during the same period.

The figure reminds us that in all of these countries, and internationally, the material
footprint of economic activity and its associated impacts on issues such as biodiversity
are increasing over time. It suggests that the footprint of consumption is a particularly
salient issue in the Netherlands.

An Unfortunate Decoupling

Adjusting our Real GDP per capita data for these costs, and for our estimate of the value
of unpaid household work, is how we came to estimate our simplified measure of
genuine economic progress (our GPIl). That it may be increasing over time is not an
indication that economic activity is sustainable — the GPIl is not a measure of strong
sustainability, however it is calculated. However, the increasing urgency of addressing



ecological costs implies that it is likely that in all these countries, further increases in
Real GDP in the years to come will be associated with falling GPl and decreasing well-
being —very much not the form of “decoupling” which is hoped for by advocates of green
growth.

Much has been left out of such a simplistic “back of an envelope” study of course, but
there are some messages for policymakers here, if they are interested in improving
people’s well-being over time in a way which is genuinely sustainable. They can be listed
as follows:

—

Inthese countries, as in other countries which are already rich, it no longer makes
sense to pursue growth in Real GDP per capita as an end in itself.

In allthese countries, measures to decrease the inequality of netincomes (and of
wealth) have the potential to enhance national well-being, independently of Real
GDP, and this is particularly so in the United Kingdom.

In all these countries, the elimination of involuntary unemployment,
underemployment and insecure employment has the potential to enhance
national well-being, and in recent years this seems especially true of Austria.

In all these countries, emissions reduction is not happening quickly enough to
address the growing threat of climate breakdown, and this is particularly relevant
given the historical responsibility rich European countries have for the climate
crisis (not to mention colonialism).

In all these countries, material footprint per capita is at unsustainably high levels,
with a need to accelerate the pursuit of a more circular economy and at the same
time to invest in the infrastructure of a future post-growth economy, within which
our ecological impact can degrow to rehabilitate and restore natural capital. The
material footprint of the Netherlands in particular continued to rise after 2010.

Any single indicator measure of well-being must include some allowance for the
benefits of unpaid labour services, including but not limited to family care and
housework.



The United Kingdom, Austria and the Netherlands share many of the same challenges in
the year ahead, but not all to the same degree and not with the same constraints, real or
self-imposed. In the case of each country, it is important that the national government
takes the lead within a mission economy framework with a shift away from the targeting
of GDP towards the targeting of sustainable well-being.

This means making investments in the provision of universal public services,
dramatically reduced inequality, the elimination of involuntary unemployment and
economic insecurity, affordable and sustainable housing, transportation, healthcare
and education, and of course near zero-emissions energy systems.

The real constraints are set by current productive capacity — labour and skills, equipment
and technology, institutions and materials. Necessary investments will have an
unavoidable (but temporary) material footprint, but this can be limited by scaling back or
ending unnecessary activities.

Why MMT matters

The purely financial constraints on governments are self-imposed, and the current fiscal
rules being pursued by the Starmer government in the United Kingdom and the fiscal
framework Austria, the Netherlands and the rest of the EU (and especially members of
the Eurozone) have chosen collectively to live within make no sense, act as a barrier to
the investments which need to be made, and reinforce the neoliberal mantra that growth
is good, because without growth there will be no tax revenues to fund necessary
government investments in public services.

This narrative needs to be challenged, and it is a mission of modern monetary theory
(MMT) economists to do so, and to inform as many as possible what is possible if we can
change our understanding of the monetary system and shift our focus on the role and
responsibilities of national governments, whether they are inside the European Union or
outside.



Data Sources:

Data on Gross Domestic Product, the GDP Deflator, Unemployment and Population
statistics have been drawn from the World Bank. Gini statistics have been taken from the
Standardised World Income Inequality Database of Frederick Solt. Emissions data is
drawn from Our World in Data. Material footprint datais derived from the database of the
United Nations Environment Program. Time-use data is drawn from the Office of National
Statistics and Eurostat.
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