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GNPand market prices
wrong signals for sustainable economic success that mask
environmental destruction

fan Tinbergen and Roefie Hueting

Society is steering by the wrong
compass

The market isrightlyconsidered a mecha­
nism that generates manufactured goods
and services according to consumer pref­
erence. This mechanism allows culture
and technology to put into practice in­
ventions enriching human life. It works
efficientlyand stimulates productivity in­
crease, which is the motor raising the
quantity, quality and diversity of manu­
facturedgoods thus becoming available to
consumers.

An effective measure of the level of

production and its changes from year to
year- the national income- was devised
in the 1930s (Tinbergen, quoted in
Hueting, 1980). People working on this
research were well aware that national
income would not form a complete indi­
cator of economic success (welfare). But
given a fair distribution of income and
perfect competition it no longer matters
what is produced, only how much of it is
produced. Consequently at that time great
value was attached to the compilation of a
series of figures on the total production of
goods and services. In the 1930s,external
effects, like environmental deterioration,
did not yet play an important role.

This situation has changed drastically.
Over the lastforty-five years, the period in
which, based on the above reasoning,
growth of national income has been given
the highest priorityin economic policy, the
following picture emerges.

The production of manufactured
goods and services has increased
unprecedentedly, but has been accompa­
nied by an unprecedented destruction of
the most fundamental, scarce and conse­
quently economic good at human dis­
posal, namely the environment. This
process has already caused much human
suffering. Much of what are called natural
disasters, such as erosion, flooding and
desertification, is caused by mismanage­
ment of the environment. This process
threatens the living conditions of genera­
tions to come. Furthermore, part of the
growth of national income consists of
production increases in arms, alcohol, to­
bacco and drugs. Few people consider this
progress. Part of GNP growth is double
counting. Thus, in the System of National
Accounts (SNA)environmental losses are
not written offas costs,but expenditure for
their partial recuperation or compensation
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