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FOREWORD

Dear Colleagues,

Dear Colleagues,

The proceedings you are reading contain the papers presented at the 13" International
conference "Challenges of Europe: Growth, Competitiveness, Innovation and Well-being",
held in May, 2019 in Bol on the island of Bra¢ in cooperation with European Commission.
The proceedings contain only a selected subset of papers, which, in this way, tend to be
scientifically evaluated by researchers.

This is an opportunity to recall our first conference that was held in 1995 under the name
“Enterprise in Transition". It was launched with the aim to help primarily the economies of
Central and Eastern Europe, i.e. former socialist countries, in their efforts to adapt to the
changes required by market economy.

In terms of shifting the post-socialist countries’ economies of Central and Eastern Europe to a
market one, transition-related issues have lost their importance over time. In 2009, the
conference was renamed to "Challenges of Europe" with the aim of emphasizing the need to
explore various economic topics and issues that is faced by the global and integrated
European economy.

In doing so, we had in mind the need and the opportunity to connect business entities in order
to achieve synergy effects. This has in no way excluded the possibility of addressing the
economic problems from the perspective of other economies or the need of achieving
universal economic knowledge. This was therefore the basis for our conference which focused
on growth, competitiveness, innovation and well-being. Moreover, it was in no way limited to
the European context, which is confirmed by the fact it was attended by researchers from all
over the world.

As conference organizers, we are particularly proud of our distinguished guests. After we
were hosts to Professor Joseph Stiglitz and Professor Jean Tirole, Nobel Prize winners and
world-renowned scientists, in 2015 and 2017, respectively we had the privilege to host two
more Nobel laureates in economics: Professor Eric Maskin and Professor Oliver Hart. It is
important to mention other distinguished guests and keynote speakers such as Professor
Olivier Blanchard, president of the American Economic Association, Professor Edward
Glaeser from Harvard University, Professor Koen Paulwels from Northeastern University,
Debora Revoltella, chief economist from European Investment Bank and Sergei Guriev, chief
economist at the European Bank for Reconstruction and Development. They have all helped
us raise the excellence and prominence of the conference, as well as of the papers presented.

It is worth noting that during the conference plenary panel discussion entitled "Investments
for convergence: How can (EU) financial institutions foster growth and convergence by
facilitating investments" was held. Furthermore, the conference was also a good opportunity
for young researchers and PhD students who during the conference held their presentations as
a part of their doctoral workshops. Besides, PhD students were able to meet all the
distinguished keynote speakers at the informal breakfast meeting.

The "Challenges of Europe" conference, as well as the proceedings in your hands, would not
be possible without the many volunteers who devoted their time and energy into organizing
the conference. In this sense, we are especially thankful to the members of the international

IX



Foreword

programme committee and the organizing committee who took large burden. We would like
to extend our sincere gratitude to all the reviewers who participated in a double-blind review
process that has enabled us to present the selected papers for this conference.

We would like to thank all others who have generously contributed in any way to the
conference and the publication of the proceedings without which scientific thought would be
deprived of new cognitions presented in these papers.

Split, December, 2019

Programme Committee Chairperson
Professor Ivan Pavic¢



Thirteenth International Conference on “Challenges of Europe”

Sponsors and Contributors of the 13™ International Conference
Challenges of Europe: Growth, Competitiveness, Innovation and Well-Being

MINISTARSTVO ZNANOSTI
OBRAZOVANJA | SPORTA
Ministry of Science, Education
and Sport



bluesun"

HOTELS & RESORTS

XII



Thirteenth International Conference on “Challenges of Europe”

ViHPB

HRVATSKA POSTANSKA BANKA



Sponsors and Contributors

4,

PODRAVRHA

XIvV



Thirteenth International Conference on “Challenges of Europe”

HBOR

HRVATSKA BANKA ZA OBNOVU | RAZVITAK




Sponsors and Contributors
//C C- |T| C- x

& otpbanka

S HOPS



Zracna luka % Split d.o.o.

ATLANTIC

GRUPA

-
g AD Plastik

HGK

1 8 5 2

e

HRVATSKA
GOSPODARSKA
KOMORA




Sponsors and Contributors

S .

mmxm

HRVATSKE VODE

\% SREDNJA
=2 DALMACIJA

J‘“” Turisti¢ka zajedmca
Splitsko-dalmatinske Zupanije

XVIII



Thirteenth International Conference on “Challenges of Europe”

XIII

CONFERENCE PROCEEDINGS



The Thirteenth International Conference: “Challenges of Europe: Growth, Competitiveness, Innovation and Well-being”

PRINCIPLES AND REQUIREMENTS FOR AN INCLUSIVE
WELL-BEING ECONOMY

Dr Arno van Niekerk
Department of Economics, University of the Free State
South Africa
E-mail: niekerka@ufs.ac.za

Key words:  Well-being economy, Inclusive growth, sustainability
Ubuntu, genuine economic progress
JEL codes: F02,J23, 010, Q56

ABSTRACT

As demonstrated by the Sustainable Development Goals (SDGs), the need for economies to
become more inclusive and focused on well-being is critical for advancing sustainability.
Aspects like green growth and inclusive growth are integral to addressing economic
inequality and growing problems such as jobless growth.

Among 21st century developments in the global economy is the emergence of a sharing
economy, placing emphasis on economic inclusivity. To adequately capture priorities related
to moulding an inclusive ‘well-being economy’ in policy formulation and theoretical
frameworks, identifying key principles and requirements are critical. The paper investigates
these with the aim of assembling some crucial components of that which make an economy
inclusive and geared towards achieving collective well-being. This is part of new economic
thinking in exploring the essentials of genuine economic progress.



Principles and requirements for an inclusive well-being economy

1. INTRODUCTION

The post-world war II era made economic growth the central focus of any development
agenda. However, first the Millennium Development Goals (introduced in 2000) and then in
2015 the Sustainable Development Goals were deliberate global initiatives to move beyond
this focus to reinterpret growth in a broader context. The emphasis on ‘inclusivity’ and ‘well-
being’ are standout features in this quest for sustainability. Inclusive economics has thus
evolved from this outgrowth, which sensibly introduces a ‘care mindset’ to the economy that
involve two vital elements facing erosion in society: social inclusiveness and environmental
safekeeping.

While the post-cold war era of globalisation is recognised for outstanding improvements in
areas such as life expectancy, technological innovation and food production, it is equally and
widely recognised that it has insufficiently addressed serious environmental and humanitarian
disasters unfolding on the planet. According to Talberth (2008:19), it also ‘mask gross
inequities in the distribution of resources, and ... fail to register overall declines in well-being
that stem from loss of community, culture, and environment’. It thus raise the need to develop
a comprehensive economic framework that focus on inclusivity and well-being. Instrumental
to this is identifying key principles and requirements to fit/bind the framework together. This
is the objective of the paper — for the purpose of clarifying key concepts and also clarifying
what a transition to a more sustainable economic system would entail in light of new
priorities.

2. CONCEPTUAL FRAMEWORK

Since it is still an evolving concept, no official definition for inclusive economics exist. As
rather a framework of understanding, more than a concept to be defined, it represents an
alternative discourse intrinsic to what genuine human well-being and progress should entail
(Pouw and McGregor, 2014). Inclusive economics aims to broaden the scope for dealing with
issues relative to economic exclusion and that which makes development unsustainable. Such
issues include: poverty, environmental degradation, loss in productivity and well-being. As
Stiglitz (2013:18) states: ‘it is about broadening the growth base; about addressing the social
characteristics and economic fundamentals of human well-being, not just welfare’.

It is worth asking what is meant by inclusion or inclusiveness or inclusivity? According to the
Commission on Growth and Development (2008:2) the concept of inclusiveness
‘encompasses equity, equality of opportunity, and protection in market and employment
transitions’. Equality of opportunity refers to access to markets, resources and unbiased
regulatory environment for businesses and individuals. The Commission considers systematic
inequality of opportunity as ‘toxic’ as it severely excludes many. Gupta et al. (2015:548)
highlight further that inclusiveness is a relational concept, ‘which requires us to analyse the
underlying forces and actors ... driving inequalities’. This implies that power relations within
and between societies must be addressed to stop/discourage powerful groups from excluding
the poor and vulnerable — and empower the latter groups — thus placing the emphasis on
collective well-being.

Coulthard et al. (2011:6) defines human well-being as ‘an outcome that is continuously
generated through conscious and sub-conscious participation in social, economic, political
and cultural processes’. As a broader concept than just growth or growth per capita, well-
being includes the full variety of elements that influences what we value in living. Whereas
welfare mainly refers to income, well-being is a more holistic concept. It is ‘a state of being
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with others and the natural environment that arises where human needs are met, where
individuals and social groups can act meaningfully to pursue their goals, and where they are
satisfied with their way of life’ (Pouw and McGregor, 2014:16). Human well-being can be
viewed in an individual or a collective (societal) context. Inclusive economics holistically
assimilates three dimensions of individual and collective well-being — (1) material, (2)
cognitive/subjective and (3) relational (e.g. community) — in a value-driven economy, geared
towards reducing possible trade-offs between the different types of well-being. Synergies
(between collective and individual well-being) and empowerment (better decisions for better
quality of life) become primary goals. Verstappen (2011) furthermore identifies family
relationships, work, friends, health, personal freedom, and spiritual expression as all essentials
of well-being. Stiglitz et al. (2009) concur with this multi-dimensional understanding of well-
being, and adds to this list: education; political voice and governance; and reducing
existential/survival-insecurity. Collective well-being, specifically, focusses strongly on
contributing to and optimising the common good, i.e. that which is of shared interest to a
community/society as a whole; and/or that which is optimal in the context of the ‘shared
interest’ and holistic well-being (Daly and Cobb, 1990).

Shedding further light on economic inclusivity and well-being, a fundamental distinction
should be made between collective and communal action. According to Rosefielde and Pfouts
(2015), collective action strives to cooperate for better individual utility outcomes (personal
benefit), while communal action does not separate private and group utility, and thus
cooperate with a shared consciousness (communal benefit the first priority). While the former
fits into the paradigm of collective well-being, the latter exemplifies it even better, given its
remarkably inclusive nature. Another essential question regarding inclusive economics is:
What is genuine economic progress? It involves economic growth, but more specifically
inclusive growth and a rise in low-income group revenue. It involves development, but more
specifically a more inclusive version of it (i.e. a pro-poor model where all marginalised and
excluded groups are stakeholders in development processes (e.g. job creation)). It involves
economic governance, but specifically inclusive governance (i.e. participative decision-
making processes involving all stakeholders with the aim to make common good decisions
that satisfy the majority).

It is lastly important to differentiate between well-being and utility. According to Rosefielde
and Pfouts (2015:xi1), well-being ‘is a state of physical, psychological and spiritual health
(being well) that allows, but doesn’t require people to be fulfilled and content’. By contrast,
utility is an experience that does not require individuals to be ‘well’. They are therefore not
always positively correlated since ‘what feels good” may not be good for a person in that it is
not ‘healthy’, as assumed in the well-being function. Maximising well-being is more
encompassing than maximising utility, yet people could incorporate well-being into their
marginal utility choice making. This would increase the possibility of not just rational but also
emotional satisficing . Even ‘contextual’ satisficing could be possible, referring to increased
relational quality and ecological harmony due to making specific choices. Inclusive
economics appreciates that the combination of these different types of satisficing between
persons will be diverse, confirming that there is not one universal explanation of economic
behaviour — both in people’s intentions and responses. What is a shared expectation, though,
is genuine progress.
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3. PRINCIPLES OF AN INCLUSIVE WELL-BEING ECONOMY

As outlined in its Agenda 2030 resolutions, the United Nations (2015:6) supports a common
focus towards ‘shared principles and commitments’ for sustainable economic progress. In the
inclusive economic framework principles would serve to be the nuts and bolts that join the
structure together. These are common principles that would be shared by all in any
community.

3.1. Reciprocity

Reciprocity starts with ‘inclusive thinking’, as opposed to ‘exclusive thinking’. The latter is a
form of antagonistic thinking that has sneaked into the pursuit of self-interest and competition
in the economy, which has led to selective cooperation (groupings) and thinking biased
towards ‘either/or’ (and not ‘and’). The former ‘proceeds fundamentally from the point of
view that my well-being cannot be gained at the expense of the other. I can have it only if at
the same time I advance the well-being of the other’ (Boerwinkel, 1975:187). Reciprocity and
shared interest, not just self-interest, therefore becomes the basis of economic decision-
making to improve collective well-being. Such a principle gives priority to the common good
in society.

The reciprocal nature of a well-being economy is such that it strengthens social and natural
capital while generating human development. This creates a “virtuous circle’ where value that
is measured by well-being feeds the progresses in natural and human capital upon which the
creation of value is contingent (Fioramonti, 2017). The principle of reciprocity is then applied
through a ‘circular economy’ model of resource recycling and upcycling, and integrated into
typical business models, thus reducing the negative impact on the environment. Improved
human relations and ‘human-to-nature’ connections then become the main drivers of growth
instead of purely production/output, which on its own, can be very extractive (non-
reciprocal).

3.2. Genuine economic progress and quality of life

Since the concept of progress is profoundly complex, scholars increasingly acknowledge that
a broader or more holistic measurement should be developed than simply gross domestic
product (GDP) per capita (Stiglitz, 2013; Piketty, 2014; Fioramonti, 2017). It is well-known
that growth in itself, while necessary, does not mean there is genuine progress. More is
needed. The Happiness Index — a subjective indication of people’s well-being — is an example
where greater emphasis is placed on social and ecological factors (Helliwell et al., 2018).
Genuine economic progress — not just perceived/assumed economic progress (e.g. increased
GDP per capita) — is fundamental to comprehensive improvement in people’s quality of life.
This more holistic approach includes social and ecological elements as well as personal
factors in advancing progress. As such, true ‘progress is measured by improvements in well-
being rather than by expansion of the scale and scope of market economic activity’ (Talberth,
2008:21).

Genuine progress occurs when future consumption capacity increase without an increase in
long term costs (environmental and social). Sustainable development requires a non-declining
level of well-being for future generations. A guiding principle is thus: ‘that social,
environmental and economic needs be met in balance with each other for sustainable
outcomes in the long term’ (UNCED, 1992:41). On balance, higher levels of consumption
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may or may not have any relation to a higher quality of life if it is detrimental to personal
health, to others, or to the environment. In summary, genuine economic progress would
include (and exclude):

* achieving a high quality of life with only the needed consumption (without making
mountains of throwaway artefacts and waste);

* quickly building renewable energy platforms and investing in human capital (and
discourage wasteful consumption and valueless capital);

» developing an economic system that rewards cooperative frameworks for solving
humanity’s most urgent problems (rather than ruthless competition among businesses);

 firm appreciation of the earth’s ecological limits and our shared ethical values to guide
economic decision-making (and halt pushing the boundaries of our eco-capacity); and

» an economic system that is diverse, adaptable and resilient (contrary to the status quo).

To capture this, a Genuine Progress Indicator (GPI) has been developed to assist with the
limits of GDP, and eventually become the primary indicator of a nation’s economic progress.
It is designed to measure sustainable welfare by adding to a country’s total income nonmarket
activities (e.g. volunteering and parenting), and subtracting costs associated with income
inequality, environmental degradation and international debt (Talberth, 2008). For instance,
when a country’s GPI is half of its GDP it implies that about half of that country’s economic
activity that year was unsustainable, and did not contribute to genuine progress. It is a
sobering measure and a vital principle for preventing an economy from overstepping the
‘threshold effect’, i.e. when the environmental and social benefits of growth are offset by their
costs.

3.3. Ubuntu (humanness)

The African concept of ‘Ubuntu’ could well be the missing link in the conventional
economics we are used to but concerned about, given its ability to take the social science — as
a principle — to a new level of effectiveness. According to Broodryk (2006:22), Ubuntu is
based ‘on the values of intense humanness, caring, sharing, respect, compassion and
associated values, ensuring a happy and qualitative communal way of life, in the spirit of
family’. Mutual support, non-discrimination, respect for human dignity, and cooperation are
central features. It shifts the emphasis from ‘I think therefore I am’ to ‘I am human because I
belong’ (Tutu, 1999:61).

In economic terms Ubuntu represents a form of relationship-based economics, also known as
‘Ubuntu-economics’ . It is strongly related, but more than, social capital. Collective well-
being and community is not seen as ‘exterior’, as in the Western individualistic view. It is
seen as exterior and interior, stressing a direct dependence between individual and societal
well-being (Migheli, 2017). Ubuntu implies a communal society where seeking advantage for
the group/community ranks equal to personal benefit, but without the latter being the
main/final goal. Importantly, this does not mean that utilitarian neoclassical economics and
Ubuntu are mutually exclusive. Instead, Ubuntu incorporates individualism and utilitarianism.
Each individual continues to operate in society for the good of both the community and
him/herself, thus community and individual interests coincide in this pursuit. A fusion occurs
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between the social and the individual levels of interest, decision and action. The same with
utilitarianism in the sense that the decisional process of each community is led by the will of
maximising the society’s utility through individual utility maximisation by its members. A
transposing of utilitarianism from an individualistic to a social level occurs. The key is
explicitly valuing the importance of shared economic interests. By raising the collective
consciousness, Ubuntu works to compensate for the excesses of individualism. Ultimately
Ubuntu does not represent alternative goals for the economy, but opens up an alternative road
for reaching the same goals (growth, utility maximisation, welfare optimisation, progress and
sustainable development).

Returning to the symbiosis between Ubuntu and social capital, Lin (2000) defines social
capital as the resources embedded in a network that can be accessed by the members of the
network in order to gain a benefit. Networks could be groups or communities. Ubuntu also
entail networks where the interpersonal relationships may be either horizontal or vertical, with
the emphasis on open democratic processes. Thus, as Migheli (2017:1225) points out,
‘Ubuntu translates from theory to practice thanks to interpersonal networks, which constitute
the social capital of a community’. Social capital eventually becomes the means through
which Ubuntu facilitates and allows the community of individuals to pursue common goals.
As follows, ‘by embracing Ubuntu-economics, the vibrant complexity of human behaviour
can be released from the shackles of traditional rationality, and appreciated as an unrestrained
force of culture, development, and true sustainability’ (Sheneberger and Van Stam, 2011:33).

Apart from the shared values that Ubuntu embed in society and the economy, it also adds
value in a number of ways that fills the vacuum or missing link in contemporary economics:

* Productive social cohesion: Ubuntu leads to improved teamwork, solidarity, mutual
trust and loyalty in human relationships. Engelbrecht (2008) finds that communities
with strong Ubuntu are more successful in responding positively to public
programmes of development; and the members of these communities are less likely to
be alcohol or drug addicted. Spitzer et al. (2014) highlight that Ubuntu has been used
to appease ethnic conflicts in Burundi. An Ubuntu-person cares about his/her
community and the common good by definition.

+ Participatory leadership: Ubuntu’s leadership philosophy enhances collectivism
through a democratic way of decision-making: the leader’s role in society is in a
mediating capacity where matters are discussed with the other members of society and
viewpoints compared. Only after this s/he formulates a syncretic decision that
represents what the community deems ‘good’. This is we-thinking and we-rationality
that is inclusive and consensus-based. Such mediation facilitates a balance between
individual goals/preferences and social goals, which result in greater ownership by the
community and higher productivity to reach them.

» Public accountability: Having Ubuntu principles shared by society, it, collectively,
places responsibility on public authorities to put effective institutions and policies in
place as per the needs of the people. Breier and Visser (2006) show how the presence
of Ubuntu has a positive effect on the community-based provision of essential services
in rural South Africa.

* Embedding inclusivity: ‘Ubuntu makes the members of a society feel linked to the
other members of the same society in what we call ‘community’ and work to benefit
it” (Migheli, 2017:1228). Gathiram (2008:153) shows the importance of Ubuntu ‘to
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achieve equalisation of opportunities and the economic development of physically
disabled people’ in South Africa. Enhancing economic performance even further,
Ubuntu fosters the social inclusion of women through women’s organisations and
regulation that protect women’s interests.

» Sustainable job creation: Contributing to economic stability, Ubuntu stimulates
cooperation among community members to start new entrepreneurial ventures and
create ‘safe jobs’. It entrenches a mindset of wanting to be ‘developed’, thus refining
and acquiring new skills.

* Local empowerment: Supporting local businesses is a critical outcome of Ubuntu,
resulting in keeping and generating wealth within communities for reinvestment.
Empowering the youth through quality education by Ubuntu-type involvement in
schools, universities, etc.

* Ecological intelligence: The collective awareness brought about by Ubuntu attunes a
community to the importance of responsible and effective natural resource
management.

3.4. Shared responsibility

Few would dispute the fact that the global economy suffers from a number of imbalances.
One particular subtle imbalance is that of a profit-driven/consumerism/supercapitalism
economy that are creating structural inequalities and is out of sync with a much-needed
‘economy of care’ (Goudzwaard and De Lange, 1995:88). The ‘at all costs’ pursuit of profit
have made the economy a machine that mostly benefit the few at the expense of a growing
number of excluded and marginalised people. Such an economy is unsustainable and even
self-defeating. On the other hand, the answer is not simply taking from the rich and giving it
to the poor. Such classic redistribution models have also contributed little in making the
‘trickle-down’ effect work. The answer lies in taking mutual responsibility. Communities and
economies must explore avenues for enhancing shared responsibility, such as pursuing local
community economic development and emphasising mutual responsibility in child and adult
education. Locating new ways of democratising important decisions about investments and
their financing are critical. In a responsible society this implies, at least, that those who wield
economic power must become more accountable for their decisions. People’s right to own and
participate in the significant economic decisions that affect their lives and communities
deserves much broader inclusion. A people that take shared responsibility grow in maturity
and start working together to make decisions in the best interest of everyone. This promotes a
sense of belonging and a sense of collective ownership in a community, which result in
greater care taken by all.

Development is care. And care is the main pillar of a well-being economy (Fioramonti, 2017).
An economy of care requires more, in terms of economic needs or ends, than what production
output processes can satisfy. It include also what human culture needs to survive: a minimum
level of care for the sustainability of the environment; a minimum level of care for sustaining
human communities, so that people’s care for each other will acquire continuity and shared
values; and a minimum level of care for employment opportunities and the quality of work
(Goudzwaard and De Lange, 1995). Furthermore, one of the major, if not the main, source of
inequality in society is ‘the separation of production and consumption, which leaves
consumers on the receiving end of the growth process’ (Fioramonti, 2017:33). A responsible
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economy of care brings in a personal element, thus preventing overconsumption,
overproduction and the exploitation of resources — human and natural. This would also
involve promoting business practices which have fewer negative externalities and more
positive ones. In this way collective well-being become something that economic participants
take shared responsibility for.

The emphasis on collective well-being places the ‘common good’ of society at the centre.
Responsible management of the common good means taking collective ownership of the
redistributive system related to the common good, and not the shared assets themselves. This
means the shared responsibility is focused on how these assets are used and taken care of (and
even optimised), not who controls them. This provides a way for a community to manage
their common goods together to rebalance economic imbalances. While the role of the
government remains vital in a shared responsibility context, governance, including economic
governance, needs to move away from ‘top-down hierarchies that hold the majority of people
captive by self-appointed elites, unaccountable to the people and inefficient in dealing with
social complexity’ (Fioramonti, 2017:127). What is needed is inclusive and participatory
governance that involve collective decision-making through inclusive processes and managed
outcomes.

Transparency is key. Taking shared responsibility requires us to think creatively about
redistribution of income where donors have a say over how the money will be used and can
choose between a variety of options how to make their public contributions or pay taxes.
Combining such top-down and bottom-up approaches would enable dealing more effectively
with problems like structural inequality (Fioramonti, 2017). In the case of taxes, for instance,
the state can become a ‘manager’ of funding choices to be considered by taxpayers
themselves, though based on a predetermined set of categories (education, housing, health,
social security, etc.). Taxpayers can then choose which sectors to spend their money on,
depending on the scope available for each sector as per the national budget, until all sectors
are covered. For full transparency, they could be enabled by the government through
technology to keep track of their funds’ distribution as well as the actual impacts. Such active
involvement in the welfare choices of society would strengthen ownership, participation and
accountability. Reconnecting citizens with the original purpose of tax would motivate them to
invest even more in collective well-being — and put positive pressure on the state to fulfil its
responsibility of service delivery.

3.5. Integrative reality

Globalisation has intensified the interdependency of economies and shaped an integrated
existence through technology, trade, investment flows, etc. unlike the world has arguably
seen. This integrative reality has also started to take shape within economies and communities
as the need to collaborate increase. Resource sharing and shared community interests have
grown in importance in contrast to a parallel rise in individualism, self-sufficiency and self-
interest. Adaption to an inclusive reality evolving organically is vital to society and the
economy. A new development model that integrates rather than separates social and
ecological dynamics has become most critical (Fioramonti, 2017). The relationship between
consumption and production is impersonal, with no real human connection. As a matter of
principle and fitting to the global economic integration taking place spontaneously, the
economy should also be integrative in the sense that it must locate systems of consumption
and production within the broader biosphere. Reconnecting individuals with their
communities and their ecosystems, while participating in global networks, are key building
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blocks in the pursuit of well-being (not just growth) as the ultimate objective of genuine
economic progress and a sharing economy.

Research over a number of decades in medicine, biology and psychology concluded that a
healthy relational and natural environment is what contributes most to long and fulfilling lives
(Dasgupta, 2001; Vemuri and Costanza, 2006). In life’s ‘rat race’ the surge for collective
well-being could become our most important balancing factor, since it is well-proven that
people who are active in their communities enjoy higher levels of well-being. As another
matter of principle this also applies to eradicating the ‘convenient dissonance’ between, for
instance, managers in a corporation taking decisions far away from the people living the
consequences of those decisions. When people are in ‘closer proximity’ to each other —
sharing concern for their collective well-being — there is no place for purely abstract machine-
like decisions. Such concern would also open new avenues for the informal economy, which
is essential for those excluded by formal production and consumption systems, to become a
crucial contributor to social development for everyone. A reversal of policies designed to
replace informal systems can then facilitate inclusion of those left behind by the system.

4. REQUIREMENTS FOR AN INCLUSIVE WELL-BEING ECONOMY

In the inclusive economic framework, requirements would be the steel beams that hold the
structure tightly together. They are the non-negotiables without which the economy would
effectively continue to exclude many role players and/or waste valuable components/factors.

4.1. Social consciousness and civic engagement

The dignity of the human person, the common good and stewardship of resources are all vital
components of inclusive thinking with regards to the economy. Greater sensitivity to social
consciousness is the direct and commendable result of the increasing emphasis on economic
sustainability. Whatever people’s race, gender, background or belief, they should be included
as economic participants. So also should prioritising the common good transcend individual
interests, and the good management of resources not just be a concern for ourselves, but for
posterity. Such social consciousness can be a strong unifying ideal and raise productivity.

While globalisation and emphasis on the ‘global village’ is expected to intensify, the World
Bank (1999:2) acknowledges that localisation ‘will be one of the most important new trends
in the 21st century’. Through economic localisation a community can reduce its dependence
on the global economy by investing more in its own resources for self-sustainable production
of goods, services, food and energy. This requires greater inward civic engagement and
inclusivity in terms of taking shared responsibility for collective well-being. Giving
preference to, for instance local produce, stimulates the local economy and contribute to
community vitality. Local procurement can be instrumental in regenerating the latent potential
of communities and creating productive opportunities. Paying living wages is a further way to
promote community vitality as it ‘take into account the cost of living at the local level and
seek to provide a wage that fulfils the basic needs of workers and their families’ (Talberth,
2008:30).
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Following a holistic approach to development, a vital aspect to this is more citizen
involvement through inclusive/participative governance. It is a form of ‘governance from
below’ that takes hands with government to deeply transform societies. The transition to a
truly inclusive well-being-based economy tend to be slow, which makes civil society
leadership crucial. Talberth (2008:30) points out that ‘civil society can also participate in legal
and administrative processes to enforce policies already in effect’. Opportunities do exist for
communities to collaborate with government to change an economic system out of line with
social and environmental realities. A number of areas exist for citizens and governments to
bring alignment with public interest. Firstly, sustainable procurement policies should be
applied where all levels of government insist that companies they do business with
demonstrate progress towards reporting their eco and social responsibility. Secondly,
regulatory powers should be used, not only in terms of taxes (e.g. carbon tax) or subsidies, but
also to create markets for biodiversity, water purification, carbon sequestration services, etc.
by requiring offsets for power plants, forestry operations and urban development projects.
Communities should insist on such disclosures of companies’ sustainability metrics (e.g. their
recycling rates, water and energy intensity and living wage ratios) as part of annual reports,
tax returns and permit applications.

4.2. Inclusive growth and organic/adaptive progress

Inclusive growth stimulates equitable opportunities for all economic participants during the
growth process, focussing specifically on reducing poverty (Ranieri and Ramos, 2013). Both
the pace and pattern of growth is significant, as well as benefits to be incurred by every
section of society. Accelerating growth is necessary for poverty reduction, but it needs to be
broad-based across sectors and inclusive of the majority of a country’s labour force, to be
sustainable. Inclusive growth underscore the importance of structural transformation for
economic diversification and competition. Taking a longer term perspective, it places a larger
emphasis on productive employment than on direct income redistribution as a means to
increase the incomes of excluded groups (World Bank, 2009). Significantly, the relative
definition of pro-poor growth does form part of its objectives, namely: to have the incomes of
the poor improve relative to those of the non-poor (i.e. reducing inequality). This then needs
to be complemented by shared growth where the fruits of growth are shared in such a way
that poverty is eliminated. Although inclusive growth is characteristically fuelled by market-
driven sources of growth, the government plays a meaningful facilitating role. It must,
though, be tailored to country-specific circumstances to ensure not only employment growth,
but also productivity growth.

For growth to be inclusive and sustainable it must be expressly non-discriminatory and
disadvantage-reducing, meaning that it must create equal opportunities in terms of access to
markets, resources, and an unbiased regulatory environment (Ali and Son, 2007). The poor
are often constrained by circumstances or market failures that disable them to make use of
such opportunities. Hence, together with equal access to opportunities is the creation of an
enabling environment for the poor and dealing effectively with negative externalities that
often accompany growth. The emphasis on ‘green growth’ is included here, not just from an
ecological well-being point of view, but also from a ‘new economic opportunities’ point of
view. Having the poor productively involved in green growth processes reduce harmful
effects and may also result in new entrepreneurial activities. On the importance of including
‘nature’ into the growth equation, it is vital to be reminded that the economy is a subsystem of
the ecosystem. Wright (2005:5) succinctly notes: ‘If civilisation is to survive, it must live on
the interest, not the capital, of nature’. Goods and services received from nature are its interest
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(e.g. wild areas, healthy soil, genetic diversity, etc.), while its capital consists of properties
such as foods, medicines, organic fertilisers, raw materials, etc. Inclusive growth treasures
these.

As a final part of the growth debate, it is worth taking note of what Fioramonti (2017:46)
points out: ‘in the well-being economy, growth lies not in increasing material output but in the
value generated through improving human relations and their connection with nature’. The
vertical ‘trickle-down effect’ should be adapted to a horizontal structure that involves more
integrative organic systems of consumption and production (e.g. low-impact production
processes) where consumers have better access to, and are much more in touch, with the real
sources of products. This would reaffirm the interconnectedness of the human economy and
its natural ecosystems. Combining inclusive growth with inclusive development would also
open up new forms of productivity and economic utility through collaborative, horizontal
entrepreneurial initiatives.

4.3. Holistic development and social safety nets

Inclusive or holistic development is central to a well-being economy where a wider variety of
human development factors are taken into consideration to ensure genuine progress. Of
course factors such as quality education (especially at an early stage of development), good
health and nutrition, and an enabling environment remain fundamental to higher productivity
and income levels. But innovation is key to unlocking holistic development. Geo-
technologies, for instance are becoming vital to support urban monitoring, planning and
governance processes, leading to more inclusive urban development (Baud, 2016). Since it is
expected that by 2050 two-thirds of the world’s people will be living in cities, geo-
technologies would enable local governments and communities to intervene and react much
quicker to local stresses and future threats, but also gather enough data to design cities better
tailored to the needs of the people (Prefer and Verrest, 2016). This would make communities
more inclusive, safe, resilient and sustainable since innovation would also play an
instrumental role in employing especially poor people in value chain production and market
structures. Innovative systems in agro-ecology and organic agriculture (that outperforms
commercial farming) are examples of this in what is called ‘smart villages’ in Africa and
Asia. They also include decentralised renewable energy systems and production of goods and
exchange of services that are integrated across households.

Fioramonti (2017) furthermore emphasise that the very meaning of work will start to change
as human beings become productive in ways that transcend traditional labour frameworks.
Inclusive development value and support a wide range of roles performed by individuals, not
just as workers, but also as parents, caregivers, designers, community leaders and more. It
opens up even more roles for the poor to become productive community members. Such
human development, as defined by the United Nations Development Programme (UNDP,
1990), is a process of enlarging people’s choices. This should be complemented by effective
social safety nets. Having various mechanisms in place for protecting individuals from acute
deprivation or inadvertent declines in income are crucial for achieving inclusive development.
These may take the form of social safety net programmes and targeted interventions by
government to help the vulnerable (e.g. social services in health and education), to provide
social assistance programmes (e.g. old age and disability pensions) and income generation
programmes targeted to the poor (e.g. public works programs). It may also take the form of
private safety nets to protect persons or households in a community and help mitigate adverse
outcomes in welfare.

11
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4.4. Conscious capital, fair competition and equal opportunity

As a key microeconomic objective for improving well-being and a sustainable business,
corporate focus is taking more and more cognisance of the value of social and environmental
responsibility. Not only due to people’s expectations, but also to become more effective.
Grodnitzky (2014) shows that firms that prioritise stakeholder interests, not just shareholder
interests, perform on average better than ‘less conscious capital’ competitors. Even employee
behaviour and performance, which drive organisational success, becomes exceptionally
productive due to firms’ ability to balance the needs of all stakeholders, based on social
norms. A number of ‘new’ and more inclusive corporate objectives are contributing towards
re-shaping firms that are more conscious, are fairer in how they compete and that promote
equal opportunity because they value collective well-being. Such objectives include (Talberth,
2008):

* Certification of products, operations and supply chains: informing consumers more
about the firm’s labour and environmental practices has led to increased accountability
and closing the gap/disassociation between consumers and producers. Many goods are
now certified as ‘humane’ or ‘sustainably produced’. One example is Unilever’s
policy to buy all its fish from sustainable sources and helping to improve marine
stewardship;

» Zero waste: working with non-governmental organisations, companies are publishing
their greenhouse gases, water pollution and recycling rates as part of zero waste
strategies. 3M’s Pollution Prevention Pays program has been instrumental in this,
initiating innovative waste reduction and carbon neutrality projects (e.g. wind energy).

» Eco-efficiency: motivated also by potential financial savings (e.g. reduced water and
electricity bills, raw material cost and regulation hurdles), firms are reducing their
amount of chemicals, water, energy and raw materials used per unit of output;

» Workplace well-being: the creation of sustainable workplace environments are gaining
significance, resulting in companies giving more priority to worker health and safety,
open decision-making, fair compensation, meaningful and satisfying work, and worker
empowerment (e.g. surveys where they can evaluate their supervisor’s performance).
The aim of improving workplace well-being is to also contribute to community
vitality.

4.5. Valuing the unpaid economy and empowering communities

The challenge we have in a purely growth-driven economy is that it is largely oblivious to not
only social and environmental costs, but also to the positive contribution of non-money
systems of exchange, such as productive activities occurring within the household or in
communities. In the transition to a well-being economy it is vital that the role and contribution
of the unpaid or non-market parts of the economy that go unrecognised, be valued and
included. For instance, the free-riding of those who serve their communities for free and
homemakers whose unpaid contribution to personal and ecological well-being go
undervalued, should come to an end by valuing/compensating them properly. Fioramonti
(2017:42) stresses that ‘many of these roles carry both monetary and social rewards, well
beyond the reductive category of ‘jobs’’. It calls for new rewards and incentives in an
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economy not just defined by the market. A collaborative economy is emerging that blurs the
lines of traditional roles and functions where consumers are also producers (called
‘prosumers’), leisure activities are mixed with work-related activities and distinctions
between social classes, private and public spheres, and market and non-market activities lose
relevance. Integrative and collaborative frameworks are becoming requisites.

A vital aspect of an inclusive well-being economy is that it organically empower all involved.
One example of this is the ‘Honeycomb’ model by Jeremiah Owyang (2016). In this way, an
economy build resilient structures that enable access, sharing and growth of resources among
community members. Worker support, learning, wellness and beauty, mobility services,
logistics, etc. are all part of this integrated network of empowering systems and relations. This
fits perfectly into the °‘circular economy’ model developed by the Ellen MacArthur
Foundation (2018), which is ‘restorative and regenerative by design, and which aims to keep
products, components and materials at their highest utility and value at all times,
distinguishing between technical and biological cycles’. People are empowered when they are
included in productive processes, given more options and function in environments that
progress organically like this.

5. CONCLUSION

The principles and requirements outlined are not exhaustive, but constitute key building
blocks for shaping a more inclusive and well-being-oriented economy. It is now clear that
given both developed and developing country conditions, some form of intervention is
necessary to steer away from the supercapital mode of neoliberal economics moulding an
increasingly unequal and unsustainable world economy. Inequality excludes, and exclusion
eventually means self-defeat. It is important to note that the shift in emphasis from a
consumerist-driven to an inclusive well-being economy is not with an idealistic intent, but in
fact for a more realistic purpose. The motive is not to suggest that it is more noble or nice to
advance the well-being of the other, but that it is more sensible, especially when prioritising
economic sustainability. It is furthermore important that such principles and requirements
coincides with introducing a better system of rewards and incentives, underpinned by
different values (Fioramonti, 2017). An adjusted system of social coordination is needed
where people can interact according to principles that are mutually rewarding: a symbiosis of
self-interest and shared benefits.

In view of this, the concept of ‘Ubuntu’ becomes a central theme, capturing the essence of an
inclusive well-being economy. The price our economy is paying for poverty, inequality, etc.
is the result of shunning the full potential of the Ubuntu-based model of economic rationality.
Sheneberger and Van Stam (2011:33) warns ‘there is a human predilection to value only those
systems that can be effortlessly observed, deconstructed, and ultimately, controlled’. It is a
sobering wake-up call, together with our eco and humanitarian crisis, to activate a virtuous
process of bridging social capital from Ubuntu, and vice versa, in a double spiral process.

Neoclassical economic theory assumes that the ‘market’ is rational, i.e. that it organises the
production of goods and services in the best interests of society. Daly and Cobb (1990)
disagree, pointing to the concern shared by many that the type of economy we currently have
is unsustainable. The further concern is that the neoclassical view falsely labels the well-being
economy as irrational and subjective due to its altruistic emphasis because it is not centered
on growth. In truth, the inclusive well-being economy reflects a higher level of rationality and
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insight, and is more realistic in terms of resources management and collaboration, which goes
further than mere bounded rationality and is not stuck in shortermism like supercapitalism.

In a way, inclusive economics is reinterpreting what economics is truly (and originally) about.
Neoliberal supercapitalism has fabricated a skewed perception of what the economy
essentially is, i.e. a hurried consumption-driven chase after success/prosperity/profits.
Evidently it is not genuine economic progress given increasingly high inequality and social
and environmental costs. Building an inclusive economy restores and optimises the
economy’s original meaning and intent: well-being, access, growth, shared prosperity, care
and responsibility (Goudzwaard and De Lange, 1995). Unpaid work and other non-money
systems, plus the informal economy, are properly valued. Economic inclusivity thus paves the
way to building a healthy economy.

Fioramonti (2017:207) justly points out that ‘development is not production and consumption.
Development is care. We create value by taking care of the household, preparing meals with
our families, raising veggies in the backyard, producing the renewable energy that keeps the
lights on’. What keeps the economy together is not higher and higher profits, but trust.
Without trust there is no economys; it will stagnate due to suspicion and decreasing economic
interaction. The premise of inclusive economics is: trust sustains the economy. It brings a
restoration of trust, which reemphasises strong relations through building an inclusive
economy of mutuality and well-being. It is also becoming a prerequisite for building a more
just and equitable economy. The price of inequality (i.e. exclusion) and environmental cost
that we are paying — increasingly so — is incompatible with a sustainable future. A change of
course is ineluctable. A realistic solution, for instance, for hunger and poverty is when
different economic role players take collective responsibility for it. There is enough food and
resources for all, so the problem is distribution and stewardship. Taking collective
responsibility enables problem-solving collaboration that causes those in power to care and
those that are marginalised to take productive responsibility. This synergy effect, set in
motion through caring and altruism, unlocks new possibilities in the economy outside
conventional thinking, thus making a truly sustainable economy possible. Intensified
awareness of shared interest is the critical factor. The economy has reached a point where
most of our economic challenges will not be solved through more competition but through
effective collaboration (Fioramonti, 2017). When collective well-being is the ultimate aim,
inclusivity is a natural approach.

Central, however, is inclusive growth, which is needed for the effective pursuit of growth
with poverty reduction (Lin and Rosenblatt, 2012). Policies need to adjust to address
shortcomings in the growth process, such as the need for active intervention to manage
distributional failures. A collaborative economy would instantly create better distribution
networks, stimulated by rewards and incentives that are broader than what the market offer.
For a transition to a well-being economy to be effective, inclusive principles and requirements
have to be phased in gradually, but assertively through policy, public-private partnerships and
community-level initiatives. Progressing towards an inclusive well-being economy requires
innovative thinking at all levels. Continuing research in this area is paramount, with the
greatest need being refining inclusive economic measurements and methods of
implementation. It is critical that the new measures of sustainability be acknowledged and
publicised. No indicator exist that can capture all the components of sustainable development
from a holistic point of view, but governments would activate change by supporting a wider
range of creative indicator initiatives that provide a more accurate picture of genuine progress
in favour of both people and planet.
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