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Tēna koutou katoa,  

 

Developing a Performance-Based Living Standards Dashboard 

Please find enclosed the submission from Loneliness NZ to your consultation on the 

proposed Living Standards Dashboard.  

We recognise that this is an important consultation for the Treasury, Government, 

and the wellbeing of all New Zealanders.  We agree with Tim Ng that the independent 

report by Conal Smith is “world-class.”  We appreciate the effort that has been taken 

to explain the complete Living Standards Framework, which has made it much easier 
for us to provide a well-informed, high-value, and quality submission. 

We would like to offer you our perspective on what we believe is best for New 

Zealand and all New Zealanders.  In our view, the primary issue with the proposed 

Living Standards Framework and Dashboard is that it is not performance-based.  

What we mean is that it is not focused on a specific measurable outcome.  Instead, 

it is based around a ‘warm fuzzy’ concept of wellbeing outcomes.  In particular, the 
Framework is a model of flows and the Dashboard is a categorised list of indicators 

within the model.  In our experience, this Framework and Dashboard will only 

achieve about 30% of what is possible if it were performance-based.  Given 

the likely poorer outcome in its current form, the Framework may in time become 

more of an academic model or even be disbanded.  That would be a great loss to 

New Zealand and all New Zealanders. 

The good news is that the foundational work to create a performance-based 
Framework and Dashboard has been completed in parts by Conal Smith’s report, New 

Zealand Treasury, and Stats NZ.  In this submission, we show how to convert all this 

work into an integrated performance-based Living Standards Framework and 

Dashboard. 

We would be happy to elaborate on the issues raised in this submission if required. 

We can be contacted via email cathy.comber@loneliness.org.nz or by phone on 0800 
LONELY. 

Ngā mihi nui  

   
Dr Spencer Scoular Cathy Comber 

Loneliness NZ Trustees 
 

“Conquering Loneliness in New Zealand” 

26 July 2018 

 

Office of the Chief Economic Adviser 

New Zealand Treasury 

No. 1 the Terrace, Wellington 

 

mailto:cathy.comber@loneliness.org.nz
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Context 

This submission is in response to the Treasury media statement: “Have your say 
on living standards indicators for New Zealand”, dated 7 June 2018. 

The Treasury has put out for public consultation the following independent report 
(“the report”) so people can consider the proposed Living Standards Dashboard 
and contribute their own views and knowledge. 

Smith, Conal (2018), “Treasury Living Standards Dashboard: Monitoring 

Intergenerational Wellbeing”, Kōtātā Insight.  

 

Authors 

The authors of this submission are Trustees of the Loneliness New Zealand 

Charitable Trust (‘Loneliness NZ’): 

Dr Spencer Scoular  

Ms Cathy Comber  

 

Credentials 

The combined knowledge and skills of the Trustees of Loneliness NZ puts us in a 

credible position to give meaningful feedback to the New Zealand Treasury.  The two 

authors of the response in particular are qualified as follows: 

o Dr Spencer Scoular holds a PhD from the University of Cambridge, has been 

a management consultant at the world’s leading management consultancy 

(McKinsey & Company), and co-founded a global operational turn-around 

consultancy that extensively uses KPIs to drive performance.   
o Ms Cathy Comber has extensive personal experience dealing with New 

Zealanders with low wellbeing and low life satisfaction. She has contributed to 

Lifeline Aotearoa for over seven years, initially as a Helpline telephone 

counsellor with suicide intervention skills, then co-facilitating the Foundation 

Training, and formally mentoring new counsellors. She has worked in senior 

management at The University of Auckland extensively using KPIs. 

 

https://treasury.govt.nz/information-and-services/nz-economy/living-standards/proposal-living-standards-dashboard
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1.  Executive summary 

 

The purpose of our submission is to recommend a complete performance-based 

Living Standards Dashboard; with a clear objective, that captures in a structured way 

the primary and secondary drivers of individual wellbeing and capital stocks. 

 

Developing a performance-based Living Standards Dashboard 

 

We commend the New Zealand Treasury for its vision, and development of the 

Livings Standards Framework (the report, p. 1): 

 

“The vision of the New Zealand Treasury is to promote higher living standards 
for all New Zealanders. To support this, the Treasury uses the Living Standards 

Framework to guide its policy-making.” 

 

Furthermore, we commend the New Zealand Treasury for ensuring the Living 

Standards Framework captures broader objectives than just growth, as explained by 

The Secretary to the Treasury, Gabriel Makhlouf (2018): 
 

“In my view, our development of the Living Standards Framework is simply 

part and parcel of our role in advising Government. Democratic governments 

have always had broader objectives than just growth, productivity, and fiscal 

discipline. What we are trying to do is help to bring rigour to the way we 

provide advice on how well public spending meets these wider objectives in a 

consistent way.” 

However, we believe a list of indicators does not provide a way of representing these 

wider objectives “in a consistent way.” Rather, what is needed is a way of 

understanding the relationship between these indicators, and which 

indicators are the primary drivers of (current and future) individual 

wellbeing. Without such a structure, it is not possible to prioritise public spending.  

Instead, most Government departments will be able to attach their initiatives to one 

or more wellbeing domains – with no way for the Treasury to provide guidance on 

which initiatives across Government have higher priority.  This is particularly a 

problem in a Westminster style of Government where each Ministry lobbies for 

funding from the constrained central purse. 

The Wellbeing frameworks for the Treasury discussion paper (King et al. 2018) 

outlines the proposal to use multiple indicators and a dashboard:  

“Wellbeing is a multi-faceted concept. Any single value claiming to describe 

wellbeing involves significant value judgements, as well as indexing problems, 

and makes underlying causes less transparent. That is why we are 

recommending a dashboard-type approach…to measurement of current 

wellbeing which covers objective measures of wellbeing as well as self-

reported subjective measures.” 
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We commend the Treasury’s intention to use multiple indicators and a dashboard. We 

have however looked at a way of strengthening this proposal. We believe this can be 

achieved by the addition of a single overarching objective.  More so, what is 

evident from all the work in the report is that life satisfaction is an overarching 
indicator of individual wellbeing. Furthermore, according to Stats NZ (2013): “A 

large body of international evidence shows that self-reported life satisfaction is a 

credible approach to measuring the well-being of a population.” In particular, 

the life satisfaction indicator: 

 Does not make value judgments (as it uses the subjective response of New 

Zealanders, not experts); 

 Does not have indexing problems (as it is already being measured by Stats 

NZ); 

 Does not make underlying causes less transparent – provided there are 

supporting underlying performance drivers. 

In discussion with Professor Philip Morrison (Victoria University of Wellington) we 

understand there is a much debate in the literature around the degree to which one 
can get away with representing wellbeing by a single life satisfaction measure, 

especially as a performance measure.  In response to those who might question our 

approach, creating a system of performance measures is as much art as science.  

What is important is that the system of performance measures create appropriate 

focused and prioritised behavioural change. Whilst the historical focus on GDP per 

capita was not ideal, it at least represented a single implicit target New Zealand could 

galvanise behind. However, a proposed dashboard with no overall objective function 
and 32 current wellbeing indicators is an invitation for New Zealand to head in 32 

related but different directions all at once.  It leaves no ability to prioritise which of 

the 32 implicit objective functions are more important, and how they relate to each 

other. From a practical perspective, what is needed is a clear overall (current and 

future) individual wellbeing objective that all New Zealand can again galvanise 

behind, with supporting primary and secondary domains and indicators.  In our view, 
it is more important to have a clear objective (even if it is not perfect), than it is to 

have a large number of unprioritised implicit objectives. 

The report notes for a good society “other values should be considered alongside or 

instead of intergenerational wellbeing.” In particular (page 2): 

“… intergenerational wellbeing is not the only way to think about the good 

society, and it might reasonably be that in a pluralistic environment other 

values should be considered alongside or instead of intergenerational wellbeing 
… this does not mean that we should try to incorporate all of these things into 

the Living Standards Framework.” 
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We commend the recognition that “other values should be considered alongside or 

instead of intergenerational wellbeing.” We firmly believe that there is considerable 

gain by incorporating these other values into the optimisation function 

overlaying the Living Standards Framework. In this submission we recommend 

a performance-based optimisation function (Figure 1), which gives clarity to Treasury 

and Government to maximise individual wellbeing (both current and future), as 

measured by life satisfaction; and to make these subject to international law and 

conventions, including human rights and New Zealand law, as well as our strongly 

desired ethics and values. 

 

Figure 1.  Recommended Living Standards Framework optimisation function 

In this optimisation function, the “other values”, such as human rights, are captured 

in the constraint of “New Zealand law, International law and conventions, New 

Zealand ethics and values.”   

In this submission we recommend a hierarchical structure of individual 

wellbeing domains that makes it clear which domains are the primary 

drivers of this objective function and which are the secondary drivers (Figure 

2).  

 

Figure 2. Recommended primary and secondary domains of individual wellbeing 

The hierarchy provides a way of prioritising the wellbeing domains, and therefore 

public spending.  Furthermore, the structure provides a way of monitoring progress 

of public spending initiatives.  For example, if a collection of initiatives improve a 

secondary wellbeing indicator but do not improve its parent primary wellbeing 

indicator or the overall life satisfaction indicator, then the initiatives may not be 

effective – and need to be reviewed. 
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In this submission we recommend a hierarhical structure of the capital stocks 

that makes it clear how the different capital stocks fit together (Figure 3). 

 

Figure 3. Recommended primary and secondary capital stocks 

For clarity and to ensure the indicators fit together, in the submission we 

recommend and provide one indicator for each domain of wellbeing and one 

indicator for each recommended capital stock. 

Importantly, the investment in social connections capital makes New Zealand 

more resilient to unexpected events such as natural disaster (e.g. earthquakes, 

volcanoes), contagious disease (e.g. plague), or effects of climate change (e.g. 

floods).  In all these cases, with more meaningful social connections there are more 

people to rely on in times of need.  Another way to interpret loneliness is as an 

emotional response when we do not have enough meaningful social connection 

resilience structures built into our lives to insulate us from the risks of unexpected 

life events.  The level of loneliness in society, therefore, is an inverse measure of the 

level of resilience in society.  The less lonely a society, the more there are meaningful 

social connection resilience structures built into society that can insulate it from 

unexpected events. 

 

Delivering on the raison d’être of the Living Standards Dashboard 

The Living Standards Framework and Dashboard has come about, in our view, from a 

ground swell of opinion – both nationally and internationally – that the pure market-

based approach to Government policy is not delivering what individual members of 

society desire. Whilst we produce and consume more and more, this is not leading to 

the desired improvement in individual wellbeing – and may even be reducing it.  
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In this context, the Living Standards Framework is being established to focus on 

(current and future) individual wellbeing, with a better understanding of how 

investments in the four capital stocks drive (future) individual wellbeing. In 

our view the current discontent is not caused by a failure of produced capital, natural 

capital nor human capital: 

 Produced capital. Produced capital is only improving as we build and upgrade 

more and more public and private assets.  

 Natural capital.  New Zealand’s natural capital has not materially 

deteriorated to the extent that it is the cause of the current discontent. As an 

example, whilst the increasing pollution of our waterways may affect the 

wellbeing of those who use the waterways, the issue is not sufficiently 

widespread to be the driver of our population’s current discontent. 

 Human capital.  New Zealanders have consistently built more knowledge and 
skills, which are being utilised in longer work lives – enabling a higher level of 

wellbeing. 

Instead, we strongly believe it is in the social capital area where New Zealanders 

have the discontent. We have consistently fallen behind in OECD rankings in issues 

related to social capital. However, if you were to examine the historical trend in 

proposed indicators of social capital set out in the report (page 32-33), then they 

would not indicate any material deterioration in social capital.  The three proposed 
indicators of trust (i.e. mean generalised trust, mean trust in the police, and mean 

trust in Parliament) will have remained relatively unchanged over the last forty years. 

Moreover, the proposed indicator of voter turnout is not likely to be an indicator of 

deteriorating social capital. 

So we cannot emphasise enough, with no change to the framework and indicators, 

the Living Standards Framework and Dashboard will fail to deliver on its raison d’être 

– the very essence of intent to improve the wellbeing of all New Zealanders as a 

population.  Why is this?  The reason for the deteriorating social capital is a decline in 

social connection – which is not captured in the proposed social capital indicators in 

the report. 

In Appendix A we detail 30 societal changes that are negatively impacting 

social capital, by driving less opportunities for meaningful social connection 

across society.   

These societal changes are grouped into: 

1. General societal trends. 

2. Rise of digital technology. 

3. Structural changes in the community. 

4. Structural changes in the workforce. 

5. Fragmentation of the family. 

6. Other societal changes. 
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With society providing fewer opportunities for meaningful social connections, 

individuals in society generally have fewer meaningful social connections.  The 

significance of fewer meaningful social connections for individuals is that 

this may lead to loneliness, which according to Stats NZ (see Appendix B) is 

a primary driver of poor individual wellbeing.   

The current widespread discontent becomes understandable, when it is observed that 

the wellbeing indicator of having felt lonely most/all of the time in the last four weeks 

increased by 70% between 2014 and 2016. 

To address this gap, we introduce the concept of intergenerational social connection 

– which captures the trend over generations for society to provide more or less 

opportunities for meaningful social connections of its member. After we highlight that 

this societal role of intergenerational social connection is missing from the Living 

Standards Dashboard, we recommend social capital indicators that fill this gap – so 

the Living Standards Framework can fulfil its reason for being. 

 

Our methodology and recommendations 

In this submission we start with the big picture and then delve further into the detail 

(Figure 4).  

 

 

Figure 4. Our hierarchical methodology 

In particular, our methodology is to address the parts of the Living Standards 

Framework and Dashboard in the following order: 

1. Conceptual framework for a performance-based Living Standards Dashboard 

(chapter 2). 

2. Performance-based individual wellbeing domains (chapter 3). 

3. Performance-based individual wellbeing indicators (chapter 4). 

4. Performance-based capital stocks and indicators (chapter 5). 

 

While we support the overall principles of the report, we have focused on areas 

where we believe there are issues that need attention.  To highlight these issues, we 

have given them headings within each section and numbered the issues from one to 

thirteen – which are summarised on the contents page. 
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For each issue, we propose a solution. We then bring all the solutions for each issue 

together to provide integrated recommendations in section 5 (pages 32-37).  The 

appendices provide important information that should be read in conjunction with this 

submission. 

Rather than repeat the recommendations, we ask you to skip to section 5 if you 

would like to view them now.  However, it must be emphasised, the 

recommendations in this submission need to be read in conjunction with the whole 

report, in order to understand their rationale. 

 

Moving forward 

With the report and our recommendations, we believe the Living Standards 

Framework and Dashboard can deliver on its promise. The Secretary to the Treasury, 

Gabriel Makhlouf (2018) said that: “It’s a challenge – a leap of thinking – that we 

want to meet working with others.” We have done just that – in our submission we 

have risen to the challenge – taken a leap of thinking, and we welcome the 

opportunity to work further with the Treasury in developing these ideas. 
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2.  Conceptual framework for a performance-based Living Standards 

Dashboard 

The report presents a proposed conceptual framework for the Living Standards 

Dashboard. We show this conceptual framework at a higher level of abstraction in 
Figure 5. 

 

Figure 5.  A proposed conceptual framework for the Living Standards Dashboard 

We like this conceptual framework, with life satisfaction being a proxy for overall 

current wellbeing (cf. Stats NZ 2013).  Future wellbeing is analogous to the balance 

sheet with the four capital stocks representing four net assets; the factors of 

production are analogous to the items of the profit and loss; and life satisfaction (as 

a proxy for overall current wellbeing) is analogous to net profit. We are happy with 
the proposed addition of net claims on rest of world, although there is a question 

about whether it sits with the other financial flows (i.e. investment in capital stocks) 

after current wellbeing. 

At this level of abstraction, there are three issues with the proposed conceptual 

framework: 

1. The framework does not have a performance-based optimisation function that 
can be used to optimise current and future overall wellbeing. 

2. There are no indicators of investment in capital stocks. 

3. There is confusing labelling of capital stocks as future wellbeing. 

Let us consider each of these issues in turn. 
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Issue 1: No performance-based optimisation function 

 

We believe it is an absolute priority for the New Zealand Government to do its part to 

maximise the (current and future) individual wellbeing of all New Zealanders. The 
Living Standards Framework and Dashboard provide an analytical method for 

improving the wellbeing of all New Zealanders.  

 

However, without a performance-based optimisation function, there is no clear 

overall measure that is being targeted to improve overall individual wellbeing.  

Instead there would be 13 domains and 32 indicators, with varying levels of 
importance.  While everyone would be well-intentioned in trying to improve wellbeing 

domains and indicators, there would be a lack of focus on the real drivers that 

matter to improve overall wellbeing.  As a result, the Living Standards 

Framework and Dashboard is likely – based on our experience – to only achieve 

about 30% of what it is capable of with a performance-based structure. 

 
In our experience, one of the reasons that performance-based Frameworks and 

Dashboards are sometimes not pursued is that – as a generalisation – managers do 

not always like to be held to account.  This may be an issue not only in the private 

sector, but also in the public sector.  For example, in a review of the social 

investment approach within the public sector, Deloitte (2018) noted that: “Our 

Westminster style of government prioritises accountability for spending over the 

achievement of outcomes. There was also a fear of failure, dampening the chase for 
the best outcomes.” 

 

But, we are playing with the lives of New Zealanders.  We all want ourselves, our 

family and our friends to maximise their wellbeing in this generation and next.  But, 

by extension, for this to happen we need to maximise the wellbeing of all New 

Zealanders.  This requires a performance-based Living Standards Framework and 
Dashboard with an optimisation function. In this case, the work has already been 

done. The Living Standards Framework is about maximising wellbeing – whether it be 

current wellbeing or intergenerational wellbeing.  The report has already proposed 

that life satisfaction be a proxy measurement for overall Current Wellbeing.  

We therefore believe a performance-based Living Standards Framework and 

Dashboard needs the optimisation function: 

 
 Recommended performance-based optimisation function 

 

 Maximise:   Individual wellbeing (both current and future), as measured by  

   life satisfaction 

 Subject to:  New Zealand law, International law and conventions, NZ ethics  

   and values; including human rights. 
 

The report noted that the Life Satisfaction measure will not materially change with 
intervention initiatives.  This is true at the macro level, but – as we will see – 

interventions may materially changes some of the key drivers of life satisfaction. 

There still needs to be an overall focus on a single measure of overall individual 

wellbeing; just like in the past it may have been GDP per capita. Yes, there is a risk 

of too much focus on the indicator rather than the underlying outcome; but, even so, 

there will still be significantly improved individual wellbeing outcome with a 
focus on a key overall indicator than without it. 
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Issue 2: No indicator of investment in capital stocks 
 

The proposed Living Standards Dashboard does not have any indicator for 

investment in capital stocks.  We believe that an indicator is required for the 
efficiency of investment in capital stocks. 

 

 

Efficiency of investment in capital stocks 

 

When there is an overspend on an investment in capital stocks, then the efficiency of 
investment in capital stocks falls below 100%.  The overspend could occur at the 

time of investment or subsequently.  For example, having to fund the significant 

remedial work in a leaky school or Hospital, or an abandoned Government IT project 

are examples of where the efficiency of investment in capital stocks is less than 

100%. 

 
We suggest an ‘efficiency of investment’ indicator for capital stock projects 

completed, abandoned or remediated in the prior year. 

 

Recommended indicator:  Efficiency of investment 

 

Efficiency of =         Budgeted capital cost of completed capital stock projects      . 

investment      Actual capital cost of completed, abandoned & remediation projects 

 
In this measure the budgeted capital cost is the budgeted cost at the time the 

investment decision was made, not after the budget was adjusted for a forecast cost 

overrun. To be effective, each Government department would need to calculate its 

own efficiency of investment indicator from which the Treasury can sum the 
numerators and deminators to calculate the overall efficiency of investment in capital 

stocks. 

 

 

Issue 3: Confusing labelling of capital stocks as future wellbeing 

 
There is the minor issue of confusing labelling of the conceptual framework in Figure 

5.  In particular, the labelling of capital stocks as ‘future wellbeing’ is misleading – 

since the capital stocks are not future wellbeing.  The capital stocks are an 

‘investment in future wellbeing’, as is clear from the description of the flows in the 

diagram. Wellbeing always occurs in what has been labelled in the diagram ‘current 

wellbeing’. Future wellbeing is a time in the future when it is current wellbeing.  We 

recommend the label ‘Future wellbeing’ be simply left as capital stocks, which is 
consistent with the description of the flows in the diagram. To then avoid the 

confusion that the  box labelled ‘Current wellbeing’ refers to individual wellbeing both 

now and in the future, we recommend it be labelled ‘Individual wellbeing’. Our 

recommended wording of the performance based optimisation function (in Issue 1 

above) makes it clear that individual wellbeing is both current and future. 
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3.  Performance-based individual wellbeing domains 

The OECD (2013) proposes that current individual wellbeing be measured across 11 

domains, which are classified into quality of life and material conditions (Figure 6). 

 

Figure 6.  OECD individual wellbeing framework 

The OECD individual wellbeing framework implicitly assumes that the domains are 

independent, non-hierarchical and equally important.  No attempt in the framework is 

made to give them a hierarchical (non-independent) structure or show which 

domains are more important drivers of overall wellbeing (typically the ones higher in 

the structure).  The reason for this may partly be that the OECD has not had access 

to data that can help it determine a hierarchical structure that applies to all countries 
in the OECD. Fortunately, as we detail in Appendix B, New Zealand has statistically 

captured the key information. 

In the report, a big step is made away from the OECD implicit assumption that all 

domains are independent, non-hierarchical and equally important.  In particular, the 

report introduces a domain called ‘Life satisfaction’, which is a measurable proxy for 

overall wellbeing.  This domain sits over all the other proposed domains, which are 

classified into Market and Non-market outcomes (Figure 7). 
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Figure 7.  The report’s proposed current wellbeing framework 

In addition to life satisfaction, the report proposes the addition of a cultural 

identity/Ūkaipōtanga domain, which we agree with.  Furthermore, it proposes 

learning and recreation, and self and aspiration domains.  It does not include the 

OECD’s work-life balance nor subjective wellbeing domains (although life satisfaction 

could be interpreted as a measure of subjective wellbeing). Some of the domains are 

also renamed, i.e. income and wealth to material standard of living; health status to 
health; education and skills to knowledge and skills; and personal security to safety;  

Although the report has made a good start creating a hierarchical domain structure, 

it nevertheless implicitly assumes that the domains (other than life satisfaction) are 

independent, non-hierarchical and equally important.  This manifests itself in the 

non-market outcomes looking like a shopping list. Let us consider this issue. 

Issue 4.  Implicit assumption domains (other than life satisfaction) are 
independent, non-hierarchical and equally important 

If we examine the domains more closely we can see that they are interrelated.  

Knowledge and skills, for example, is an enabler for jobs and earnings, and is also an 

enabler for some leisure and recreation, some cultural identity/Ūkaipōtanga, some 

civic engagement and governance, to name a few. Similarly, self and aspirations is 

an enabler for all the market outcomes, as well as some of the non-market outcomes 

such as health, recreation, and civic engagement and governance.  

The domains as structured do not represent these structural interrelationships. As a 

consequence, it is difficult to know which other domains should improve when one 

specific domain improves. And it is difficult to comprehend which domains are the 

primary drivers of overall individual wellbeing.  And if we do not understand these 

relationships, then we cannot focus on the domains that are going to materially 
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improve individual wellbeing of all New Zealanders.  As a consequence, the Living 

Standards Framework and Dashboard, as proposed, will not deliver on its potential. 

What is needed are domains structured as performance drivers. 

 
Issue 5.  Domains not structured as performance drivers 

Before we structure the domains as performance drivers, we will first explain the 

importance of performance drivers using a manufacturing case study. 

Case study – Maximising production volume of commodity manufactured goods 

For a business that manufactures commodity products, it can be assumed that it is 

possible to sell all goods manufactured. The key driver of profitability of such a 

business then becomes production volume, which is a more important driver of 

profitability than yield, input costs, or labour costs.  To maximise production volume, 

we begin by understanding what the primary drivers of production volume are. A 
generic example of the drivers is shown in Figure 8. In this example:  

 Production volume = volume/(unit speed) x speed x % uptime 

 where:  % uptime = 1 – % downtime 

   % downtime = % planned downtime + % unplanned downtime 

   % planned downtime = % shut downtime + % set-up downtime 

% uptime is the percentage of time in the year that the manufacturing facility is 

producing; and % downtime is the percentage of time in the year that it is not 
producing.  % shut downtime is the percentage of the time in the year that the 

manufacturing facility is shut, and % set-up downtime is the percentage of time in 

the year that the manufacturing facility is being set-up to produce a different 

product. 

 

Figure 8. Primary and secondary drivers of production volume 
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Once you understand the production driver tree, then you can increase production by 

improving any of the production drivers.  For example, for some manufacturing 

facilities you can increase the volume produced for the same speed (e.g. by 

increasing the width of paper made in a paper machine).  To increase % uptime, you 
could target % shut downtime, % set-up downtime, and/or % unplanned downtime. 

The % shut downtime can be reduced by operating 24 hours per day, having only 

one planned shut per year, and pre-planning the shut to minimise the time shut. The 

set-up downtime could be minimised by studying how different shifts set-up and, 

based on what is learnt, design a process that minimises time and train all the shifts 

in this process. The % unplanned downtime can be reduced by studying a log of 
downtime, identifying the root cause of each downtime event, and resolving the root 

causes.  Equally, in some facilities, the speed of the plant can be turned up.  

However, the faster the speed the more likely there is to be unplanned downtime – 

so there is a trade-off. 

The production driver tree of Figure 8 shows us which drivers (or domains) are more 

important (typically those at the top), and how the different drivers (or domains) are 
related.  It shows us if that we improve % set-up downtime, then that will also 

improve – by working up the driver tree - % planned downtime, % uptime, and 

production volume. 

 

Just like we use performance drivers to increase production volume of a 

manufacturing plant, so we can use the same concept to improve the individual 

wellbeing of all New Zealanders.  To do this, we first need to understand what are 
the primary drivers of individual wellbeing in New Zealand. 

We are fortunate that Stats NZ has analysed life satisfaction (a proxy for individual 

wellbeing) against all its collected social variables and determined that there are only 

four domains that account for almost all of life satisfaction.  The Stats NZ work is 

summarised in Appendix B and is highly recommended at this juncture, if you are not 

aware of their work. 

In summary, Stats NZ found that the four primary domains of individual 

wellbeing in New Zealand are: health, income, social connections, and 

housing. Therefore, we recommend that the top of the individual wellbeing driver 

tree has four branches, as shown in Figure 9. 

 

Figure 9. Recommended primary domains of individual wellbeing 
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Three of the domains correspond directly to the domains in the report: health, social 

connections, and housing.  After life satisfaction, the four primary domains are the 

most important domains – especially given the analysis by Stats NZ (2017) that 

showed all four strongly contribute to high life satisfaction. 

Recommended primary and secondary domains of individual wellbeing 

We now need to add the secondary domains to the perfomance-based individual 

wellbeing framework.  We can do this by identifying which of the primary domains 

the secondary domains are drivers of.  This is shown in Figure 10. 

 

Figure 10. Recommended primary and secondary domains of individual wellbeing 

Furthermore, to ensure the secondary domains provide coverage of the primary 

domains, we have added domains for physical health, mental health, and social 

networks. 

In Figure 10:  

1. The secondary domains of safety, physical health, mental health, and 

environmental quality are drivers of the primary domain of health; 
2. The secondary domains of job and earnings, and material standard of living 

are drivers of the (new) primary domain income; 

3. The secondary domains of social networks, leisure and recreation, cultural 

identity/Ūkaipōtanga, and civic engagement and governance are drivers of the 

primary domain of social connection;  

4. There are no secondary domains driving the primary driver of housing; and 
5. The secondary domains of self and aspiration, and knowledge and skills enable 

individual wellbeing – but are not primary drivers. Instead, they enable all the 

other primary and secondary domains of wellbeing. 

If we compare the report’s proposed current wellbeing framework of Figure 7 with 

our recommended primary and secondary domains of individual wellbeing of Figure 

10, then it is easy to see that our recommended domains of individual wellbeing are 

more structured. Whilst in the production driver tree of Figure 8, all the drivers were 
mathematically related to each other, in the case of Figure 10 this is not the case. 

What this means is that the primary domains are not exactly represented by their 

secondary domain drivers. 
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4.  Performance-based individual wellbeing indicators 

The report proposes, for each of the domains, recommended and additional current 

wellbeing indicators. In this section we examine each of these proposed indicators 

and, where necessary, recommend alternatives. Before we give the recommended 
individual wellbeing indicators, we discuss a number of issues with the proposed 

indicators in the report. 

Issue 6:  Indicators not structured as performance drivers 

Given the report’s domains were not structured (other than life satisfaction), its 

indicators were also not structured. To develop the structure of the wellbeing 

indicators, lets begin with life satifaction indicator, and then the primary indicators 
(from the primary domains). 

 

Life satisfaction indicator 

 

The first point to note is that wellbeing is a subjective phenomenon.  It is 

experienced by each of us internally.  Only we know definitively our own wellbeing.  
 

Life satisfaction is a subjective measure of how satisified an individual is with life. “A 

large body of international evidence shows that self-reported life satisfaction is a 

credible approach to measuring the well-being of a population” (Stats NZ 2013). 

Furthermore, given individual wellbeing is subjective and life satisfaction is a 

subjective measure, we agree with the recommended indicator of mean life 

satisfaction (Table 1). 
 
Overall Domain Recommended indicator Agree 

Life satisfaction Mean overall life satisfaction (0-10), NZ GSS  
 

Table 1.  Recommended indicator for life satisfaction domain 

 

Primary indicators 
 

As shown in Figure 9, our recommended primary domains of individual wellbeing are 

health, income, social connection, and housing. When Stats NZ (Appendix B) 

determined that these were the primary domains, they were regressing a social 

indicator for each of these domains against life satisfaction.  Given the strong 

relationship between the four identified indicators and life satisfaction, the 

indicators used by Stats NZ for these domains ideally should be included as 
the primary indicators (Table 2): 
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Primary Domain Recommended indicator Agree 

Health General health status, NZ GSS  
Income Adequacy of income to meet everyday needs, NZ 

GSS 
New 

Social connections Not felt lonely in last four weeks, NZ GSS  
Housing Problem with house or flat in which living, NZ GSS New 
 

Table 2.  Recommended indicators for the primary domains 

 

By using the recommended indicators in Table 2 the performance-based hierarical 
structure of the domains has validity. 

 

Issue 7:  Too much reliance on objective instead of subjective indicators 

 

Note that like life satisfaction, all the indicators in Table 2 are self-rated, and 

therefore subjective.  This is one of the reasons why the primary indicators together 

are accurate predictors of subjective life satisfaction – since all the indicators are 
based on how individuals feel, not on external objective indicators which may or may 

not impact their feelings. 

 

For the secondary domains, too often the proposed indicators are objective rather 

than subjective.  Since we are trying to understand wellbeing, which is a subjective 

phenomena, more accurate indicators will frequently be subjective. Therefore, where 
possible, we seek subjective measures over their proxy objective measures. 

 

Issue 8:  Proposed wellbeing indicators include indicators of capital stocks 

Since individual wellbeing is a subjective phemenon of each individual, there are only 

two types of indicators that can measure individual wellbeing: 

 
1. Subjective wellbeing indicators, such as the recommended (primary) indicators 

in the Table 2. 

2. Objective indicators of the individual, that are proxies for subjective wellbeing 

of the individual. 
 

The problem with some of the proposed indicators in the report is that they are 

neither of these two types of indicators. Instead, they are objective indicators of 

phenomena outside of the individual (e.g. air quality). Since they are indicators 

outside of the individual, they are intergenerational and therefore indicators of capital 
stocks. 

In particular, we do not agree with the indicators of current wellbeing in Table 3 

because they are not indicators of the individual; instead, they are indicators of 

capital stocks. 
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Domain Recommended/additional indicator Agree 

Housing Rooms per house 
Housing cost overburden 

Housing quality 

 
 
 

Environmental 

quality 

Air quality (PM 10 concentration per cubic metre) 

Air quality (PM 2.5 concentration per cubic metre) 
Natural space footprint within a 1km radius of dwelling 

 
 
 

Table 3.  Report proposed current wellbeing indicators that we do not agree with  

Issue 9:  Indicators not designed to ‘automatically’ incorporate distribution 

One of the issues highlighted in the report was that distribution data would need to 

be collected for all the proposed indicators. Not only does this require a lot more data 
collection, but is also more difficult to interpret and explain distribution data (e.g. 

standard deviations) – as opposed to a single measure. 

 

One of the ways around this problem is to design single numeric indicators that 

incorporate distribution information. For example, consider the recommended 

primary income indicator:  

 
Adequacy of income to meet everyday needs. 

 

Stats NZ (2013) has found that there is a strong association between good life 

satisfaction and those who answer this question by saying they either have: “More 

than enough or enough money for everyday needs”. This measure has built into it 

distribution of income information. 
 

To improve this measure, it is not necessary to increase the income of all the 

population.  Another way to increase the measure is to redistribute income from 

those who have more than enough money to those who do not have enough money 

for everyday needs. In this way, individual wellbeing can be improved, provided it 

does not materially decrease the total income created across society. 

 
 

Issue 10: Too many recommended current wellbeing indicators 

 

Whilst there has been a good attempt in the report to reduce the number of 

indicators, there are still too many. For a performance-based approach, each domain 

should have one indicator.  If there are two or more indicators measuring the same 
phenomena, then the most representative indicator should be chosen.  If there are 

two or more indicators measuring different elements of the domain, then they 

represent indicators of sub-domains. Following this approach, we recommend one 

indicator per domain – and for the secondary domains note additional sub-domain 

indicators, if we believe they are useful. 
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Recommended performance-based wellbeing indicators 

 

Given all these considerations, let us summarise our recommendations and, where 

necessary, introduce new indicators shown in green (see Table 4).  
 
Overall domain Recommended indicator 

 

Life satisfaction  Mean overall life satisfaction (0-10), NZ GSS 
 

Primary domain Recommended indicator 
 

Health  General health status, NZ GSS 

Income  Adequacy of income to meet everyday needs, NZ GSS 

Social connections  Not felt lonely in last four weeks, NZ GSS 

Housing  No major problem with house or flat in which living, NZ GSS 
 

Secondary 

health 

domains 

Recommended indicator Sub-domain indicators 

Safety  Feelings of safety  Intentional homicide rate per 

100,000 

 Self-reported victimisation 

Physical 

health 

 Life expectancy at birth 

 

 Limitations in daily activities 

 Work accidents per 100,000 
workers 

Mental health  Proportion of the population 

with poor mental health 

 

Environmental 

quality 

 Mean satisfaction with quality 

of environment 

 Mean satisfaction with water 

quality 
 Mean satisfaction with air 

quality 

 Mean satisfaction with land 

quality 
 Mean satisfaction with 

biodiversity 

 

Secondary 

income 

domains 

Recommended indicator Sub-domain indicators 

Jobs and 

earnings 

 Mean workforce earnings = 

employment rate x median 

hourly earnings 

 Employment rate 

 Median hourly earnings 

Material 

standard of 
living 

 Mean equivalised household 

disposable income 
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Secondary 

social 
connection 

domains 

Recommended indicator Sub-domain indicators 

Social 
networks 

 Social network support 
 

 

Leisure and 
recreation 

 Mean satisfaction with free 
time 

 Proportion of the population 
working long hours 

 Time in leisure and personal 

care 

Cultural 

identity/ 

Ūkaipōtanga 

 Proportion of the population 

feeling a strong sense of 

belonging in New Zealand 

 Proportion of the population 

able to be themselves in New 

Zealand 
 Māori language speakers 

Civic 
engagement 

and 

governance 

 Mean satisfaction with NZ 
governance and justice 

system 

 

 

Secondary 

enabling 

domains 

Recommended indicator Sub-domain indicators 

Self and 

aspiration 

 Sense of purpose (0-10), NZ 

GSS 

 Proportion of the population 

reporting a high level of 

control over their own life 

Knowledge 

and skills 

 Mean satisfaction with 

personal knowledge and skills 

 Cognitive skills at age 15 

 Educational attainment of the 
adult population (upper 

secondary) 

 Educational attainment of the 

adult population (tertiary) 

 

Table 4.  Recommended overall, primary, secondary,  

and sub-domain wellbeing indicators 

In summary, we recommend 17 performance-based individual wellbeing indicators – 

one for each domain – within a hierachical domain structure.   Further, we note 18 

sub-domain indicators – should the domain hierarchy be extended to another layer. 

This compares to 32 wellbeing indicators in a flat domain structure recommended in 

the report.  We have taken the liberty of recommending three primary indicators for 

which there may not be any existing data, i.e. mean satisfaction with quality of 

environment; mean satisfaction with NZ governance and justice system; and mean 

satisfaction with personal knowledge and skills. However, we believe these measures 

are much more direct indicators in their respective domains than anything else 

proposed. 
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5.  Performance-based capital stocks and indicators 

Consistent with the Treasury’s concepts, the report proposes four capitals which 

underlie the investment in future wellbeing.  These are: 

 Natural capital 

 Human capital 

 Social capital 

 Produced capital 

We consider each of these in turn. 

 
Natural capital 

Natural capital refers to all aspects of the natural environment needed to support life 

and human activity.  It includes land, soil, water, plants and animals, as well as 

minerals and energy resources. The report has suggested New Zealand develop 

indicators for 26 types of natural capital, which gives rise to the following issue. 

Issue 11:  No internationally-comparable natural capital indicators 

The report has been quite thoughtful about the difficult issue of how to catalogue 

natural capital. We do not believe it is appropriate for the Living Standards 

Framework to protect the environment.  This needs to be done by legislation and the 

bodies whose role it is to perform this task.  Instead, in our proposed framework, 

protection of the environment is a constraint on the optimisation function, i.e. the 

constraint of NZ law. 

However, that being said, the outcome of protecting natural capital is still an 

important dimension of the framework. The natural environment is important, 

especially to New Zealanders. It is an important dimension of wellbeing: a quality 

environment improves both our physical and mental wellbeing.  

Recommended natural capital indicators 

The value the Living Standards Framework can provide is the big picture, ensuring 

we are doing our part for planet Earth and passing to our children and grandchildren 

what we inherited.  Part of the big picture is knowing how we compare to other 

countries. In this respect, we recommend the Living Standards Dashboard utilise 

internationally-comparable natural capital indicators reported by Yale University: 

 Environmental protection index 

 Environmental health index 

 Ecosystem vitality index 

The indices rank 180 countries on an annual basis. The Environmental protection 

index is a composite of the environmental health index (40%) and ecosystem vitality 

index (60%). In 2018, New Zealand ranked 17th on the overall environmental 

protection index; and first outside Europe. 
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The subsidary environmental health index is made up of 3 issue categories and 6 

performance indicators, which are all weighted (Figure 11). 

 

Figure 11.  Drivers of the environmental health index 

In 2018, New Zealand ranked 9th on the environmental health index, with Finland 1st, 

Australia 4th, Canada 6th, and UK 8th. 

The subsidiary ecosystem vitality index is made up of 7 issue categories and 18 

performance indicators, which are all weighted (Figure 12). 

 

Figure 12.  Drivers of the ecosystem vitality index 

In 2018, New Zealand ranked 40th on the ecosystem vitality index, with Switzerland 

1st, UK 14th, Australia 60th, and Canada 74th. 

For both indices, the issue categories and performance indicators are also 

internationally comparable, providing a means of ranking them and identifying where 

we are behind other countries. By benchmarking ourselves against other countries, 

we can identify areas where we can improve, what they are doing differently, and 

adopt their successful practices in New Zealand. 

 
Human capital 

Human capital encompasses people’s skills, knowledge and physical and mental 

health.  These are the things which enable people to participate fully in work, study, 

recreation and in society more broadly.   
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Recommended human capital indicators 

In our words, human capital captures the knowledge and skills within individuals to 

further their future wellbeing for the time they are healthy. This concept is captured 

in the human capital stock index, which we recommend as the primary indicator.  We 

agree with the report that the index may be experimental and untested.  However, to 

disaggregate human capital into health and education dimensions takes away from 

the very concept of human capital. At the same time, it may be useful to understand 

the drivers of human capital.  We therefore recommend as secondary indicators 

health expectancy and education expectancy. 

 

Social capital 

Social capital describes the norms and values that underpin society. It includes things 

like trust, the rule of law, the Crown-Māori relationship, cultural identity, and the 

connections between people and communities. 

 

Issue 12:  No indicators of intergenerational social connection 

Another important issue is that there are no proposed intergenerational social 

connection indicators for Social Capital.  Given there is a risk of misunderstanding, 

we will take time to explain what we mean by intergenerational social connection. 

To begin, consider two individuals looking to trade a good for cash. The seller is 

selling the good and the buyer is buying the good (Figure 13). 

 

Figure 13.  Trade of a good between seller and buyer for cash 

In this example, the trade is between two individuals who can overcome trust issues 

by trading face-to-face the good for cash.  Now, consider the same trade but it is 

mediated by electronic trading platform Trade Me (Figure 14). 

 

Figure 14. Trade of good between seller and buyer for cash mediated by Trade Me 

In this example, Trade Me is an asset independent of the individuals.  It facilitates a 

sale, including the building of trust (through feedback ratings of participants). Unlike 

the individuals, Trade Me is an intergenerational asset since it could provide the same 

services in future generations.   
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Now consider the sale of the good between two buyers on credit, rather than cash.  

Such a transaction requires a level of trust, since the seller is not receiving payment 

at the time of providing the good.  Lets assume this trust is provided by the level of 

societal generalised trust (Figure 15). 

 

Figure 15. Trade of good between seller and buyer on credit 

mediated by generalised trust 

In this example, generalised trust is an intergenerational asset and is part of Social 

Capital.   

Now, let us consider two neighbours with a social connection (Figure 16). 

 

Figure 16. Social connection between two neighbours 

In this example, the relationship between the neighbours is private social capital.  

However, in many cases social connections are mediated by society. For example, if 

you are at school, work, or a sports club, the social interactions are only possible 

because you are first participating in the community (Figure 17). 

 

Figure 17.  Social connection mediated by community 

In this example, the community is intergenerational and independent of the 

individuals.  The mediation of the social connection by the community is part of 

Social Capital.  Since the community is intergenerational, we call its role 

intergenerational social connection. 

In general, society is a wonderful facilitator of social connections. Society provides 

individuals the opportunity to connect.  However, over the last forty years, there 

have been major changes in society. Some of these changes may have increased the 

number of social connections (e.g. Facebook). However through evolution our 

survival requires us to not just have social connections – they need to be  

meaningful social connections – otherwise we can feel lonely, leading to poor 

wellbeing. 

In Appendix A, we describe thirty changes in society that have reduced opportunities 

for individuals to form meaningful social connections.  What this means in terms of 

the Living Standards Framework is that Social Capital has fallen over the last 



 

 

© 2018 Loneliness New Zealand Charitable Trust  Page 28 

 

forty years – resulting in what some are calling an ‘epidemic’ in loneliness 

that is significantly reducing individual wellbeing.  Furthermore, there is a close 

relationship between key public policy issues and social connection (Appendix C). 

Recommended social connection indicators 

The most important social capital indicators are intergenerational social connection 

indicators, since if they negatively trend over time then they directly lead to greater 

loneliness, and reduced individual wellbeing. 

The first type of intergenerational social connection indicator is one that captures the 

mediation role of the community to provide opportunities for individuals to 

meaningfully socially connect. An ideal measure would be: 

 Meaningful community relationships = Number of people in the    

       community (excl. family and   

       friends) who you can rely on in   

       the difficult times in life (0-10) 

This indicator captures some of the benefit of time spent volunteering. It also 

captures the historical fall in community organisations, including churches and sports 

clubs.  The indicator provides a score from 0 to 10 that can be averaged over the 

population (or sample of the population). If a participant has more than 10 people 

they can rely on, they score a 10. 

From a public policy perspective, an example of when the mediated social connection 

indicator would have been negatively impacted was when the Government made the 

decision to not fund night classes. As a more extreme example, this measure would 

be negatively impacted if the Government considered eliminating schools altogether 

and instead teaching each student at home over the internet. Without such a social 

connection measure, it is quite conceivable that the Living Standards Framework 

would support a public policy decision to not provide the opportunity for students to 

socially connect at school. Already, despite other advantages, society is experiencing 

negative mediated social connection (increasing loneliness) as a result of an increase 

in people working remotely rather than amongst colleagues face-to-face in 

organisations, and in dysfunctional organisations where bullying and harassment are 

not stamped out. 

The second type of intergenerational social connection indicators are ones that 

capture the opportunity to form meaningful connections outside of community with 

family and friends. A lack of meaningful social connections can lead to loneliness, 

which directly leads to reduced wellbeing. Meaningful social connections do not in 

general arise from new friends on social media. It is reported that 74 percent of 

people average one hour and 53 minutes a day on social media (NZ Herald 2018). 

This time would appear, at least in part, to displace time in face-to-face contact, 

which has a greater likelihood of establishing meaningful social connections. 

Technological change in society is negatively affecting intergenerational social 

connection. To capture this indicator of intergenerational social connection, we 

recommend the indicators: 
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Meaningful family relationships = Number of family members who you can  

     rely on in the difficult times in life 

      (0-10) 

 Meaningful friend relationships = Number of friends who you can rely on 

        in the difficult times in life (0-10) 

These indicators are currently not captured by Stats NZ.  Temporary indicators that 

are proxies for these two indicators are: 

 Face-to-face contact with family = Face to face contact with non-resident  

          family (at least once a week, about once a 

          fortnight, about once a month), NZ GSS 

 Face-to-face contact with friends = Face to face contact with non-resident  

          friends (at least once a week, about once a 

          fortnight, about once a month), NZ GSS 

The face-to-face indicators are only proxies because not every face-to-face contact is 

meaningful, such as might occur in dysfunctional families with a history of abuse.  

Further, non-face-to-face contacts can sometimes be meaningful, such as having a 

significantly meaningful discussion with a family member in another city over the 

phone. 

Ultimately, there would be one intergenerational social connection indicator.  Given 

the nature of the subsidiary indicators, we recommend the objective indicator: 

 Meaningful relationships = Number of people who you can rely on  

       in the difficult times in life (0-10) 

If we do not have meaningful relationships with others, we are at greater 

risk of becoming lonely - which is a primary driver of poor individual 

wellbeing. We can invest in social capital that improves the opportunities for 

meaningful contact between individuals within society, as a way of reducing 

subjective loneliness and improving wellbeing.   

Social connections capital provides resilience to unexpected events 

Importantly, the investment in social connections capital makes New Zealand 

more resilient to unexpected events such as natural disaster (e.g. earthquakes, 

volcanoes), contagious disease (e.g. plague), or effects of climate change (e.g. 

floods).  In all these cases, with more meaningful social connections there are more 

people to rely on in times of need.  Another way to interpret loneliness is as an 

emotional response when we do not have enough meaningful social connection 

resilience structures built into our lives to insulate us from the risks of unexpected 

life events.  The level of loneliness in society, therefore, is an inverse measure of the 

level of resilience in society.  The less lonely a society, the more there are meaningful 

social connection resilience structures built into society that can insulate it from 

unexpected events. 



 

 

© 2018 Loneliness New Zealand Charitable Trust  Page 30 

 

Recommended trust and voter turn-out indicators 

In relation to the recommended Social Capital trust indicators in the report, we 

absolutely agree with the use of mean generalised trust.  However, mean trust in 

police and mean trust in Parliament are subsidiary indicators of generalised trust – 

and are not of equal importance. We recommend replacing these subsidiary 

indicators with more important social connection indicators.   

We do not agree with the voter turnout measure, since it will not drive behavioural 

change.  For each election, voter turnout is driven by the closeness and profile of the 

electioneering, rather than any apathy to vote and participate in society. A weighted 

average voter turnout over say three elections may be comparable country-by-

country and as a data series.  But the lag effect of the indicator then makes it of little 

more than historical interest.  We recommend replacing this indicator with more 

important social connection indicators. 

Recommended overall social capital indicator 

Just like we recommend natural capital has the composite environmental protection 

index and human capital have the human capital stock index, so we recommend that 

social capital have a social capital stock index. This index would be a composite of 

the primary indicators shown in Table 5, which are averaged over the population (or 

sample of the population). 

Social Capital 

Dimension 

Primary indicators Secondary indicators 

Intergenerational 

social connection 

Meaningful relationships Meaningful family relationships 

Meaningful friend relationships 

Meaningful community relationships 

Intergenerational 

trust 

Generalised trust  

 

Table 5.  Recommended social capital primary and secondar indicators 

We recommend in the social capital stock index that intergenerational social 

connection have a weighting of 60-70% and intergenerational trust have a weighting 

of 30-40%.  This is based on empirical research using New Zealand data that found 

“the level of personal trust residents experience has less of a positive impact on 

wellbeing than experiencing a sense of community” (Morrison 2011, p. 1053). 
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Produced capital 

According to the report, produced capital “includes things like houses, roads, 

buildings, hospitals, factories, equipment and investments. These are the things 

which make up the country’s produced assets which have a direct role in supporting 

incomes and material living conditions.”  This definition gives rise to our final issue. 

 

Issue 13: Definition of produced capital too narrow 

Our view is that the end of this definition (i.e. “a direct role in supporting incomes 

and material living conditions”) is too narrow.  Wellbeing is more than income: assets 

such as hospitals produce wellbeing outcomes other than simply income.  We 

therefore suggest the end of the definition be rewritten: “a direct role in supporting 

individual wellbeing outcomes.”  The wider definition enable Treasury and 

Government to more broadly understand what the capital drivers of future wellbeing 

are – and where they fit in within overall society. 

Produced capital is more than simply Central Government capital. Local Government 

make large capital investments in the wellbeing of New Zealanders. Without large 

local investments in water, wastewater, and refuse collection, New Zealanders would 

suffer from greater disease and earlier death, affecting individual wellbeing. Without 

local investments in libraries, art galleries, museums, parks, swimming pools and 

stadiums, New Zealanders would have less knowledge building, and leisure and 

recreation facilities, affecting individual wellbeing. Without overseeing the quality of 

local housing builds, there would be more housing problems, affecting individual 

wellbeing.  

We believe Local Government has the same ambition as Central Government to 

improve (current and future) individual wellbeing. This means the Living 

Standards Framework and Dashboard – if appropriately designed – could be 

extended not only to Central Government agencies, but also to Local 

Government.  The framework would provide a clear means of not only aligning 

Central Government agencies around recommended objective of the Living Standards 

Framework, but also Local Government. 

Not only public capital, but also private capital supports future individual wellbeing.  

Households look to optimise the wellbeing of their households, including investing in 

capital stocks that defer their current wellbeing but improve their future wellbeing. 

The greatest of these investments is in housing. By investing in housing, households 

can provide themselves with housing with less problems – a key driver of future 

individual wellbeing. Another key investment of households (and individuals) is in 

superannuation. By investing in superannuation, there can be adequate income to 

get by in retirement – a key driver of future individual wellbeing. 

Other private capital (e.g. business capital) also supports future individual wellbeing. 

Private organisations provide income to individuals, which helps them have adequate 

income to get by – a primary driver of individual wellbeing.  In addition, private 

organisations (as collections of individuals) produce more goods and services at lower 

prices, which helps individuals have adequate income to get by. 



 

 

© 2018 Loneliness New Zealand Charitable Trust  Page 32 

 

Given these considerations, we believe produced capital needs the dimensions of 

public capital (both Central Government and Local Government capital) and private 

capital (both household and other private capital). 

Recommended produced capital indicators 

The report recommends the (expanded) net fixed assets per capital indicator and net 

household wealth indicator.  We recommend the (expanded) net fixed assets per 

capita indicator for overall New Zealand produced capital.  However, we believe there 

needs to be primary and secondary indicators of produced capital (Table 6). 

 

Produced Capital 

Dimension 

Primary indicators Secondary indicators 

Public capital Public net fixed assets per capita Central Government net fixed 

asset per capita 

Local Government net fixed 

assets per capita 

Private capital Private net fixed assets per capita Household net worth 

Other private net fixed assets per 

capita 

Table 6.  Recommended produced capital indicators 

By incorporating indicators across Central and Local Government, households and 

other private organisations, the Treasury and Government can make decisions within 

the broader context of New Zealand society – rather than within a silo. 
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6.  Recommendations 

Conceptual framework for a performance-based Living Standards Dashboard 

We recommend a performance-based Living Standards dashboard based on the 

framework of Figure 18, where there is a clear objective function. 

 

Figure 18.  Recommended conceptual framework for performance-based 

Living Standards Dashboard  
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Performance-based individual wellbeing domains 

We recommend the individual wellbeing domains in Figure 19, where there is a 

hierarchy of wellbeing domains. 

 

Figure 19. Recommended primary and secondary domains of individual wellbeing 

 

Performance-based individual wellbeing indicators 

We recommend the individual wellbeing indicators in Figure 20, where there is one 

indicator for each of the individual wellbeing domains. 

 

 

Figure 20.  Recommended individual wellbeing indicators 
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Performance-based capital stocks and indicators 

We recommend the capital stocks and indicators in Figure 21, where there is a 

hierarchy of capital stocks and one indicator per capital stock.  

 

Figure 21.  Recommended capital stocks and indicators 

The capital stocks have a hierarchical structure that more clearly communicates what 

they are about. We recommend a diagram in this form with subsidiary capitals to 

more easily communicate the concept of capital stocks. 

All the capitals can be drawn upon as a society to improve future individual 

wellbeing, including family, friends, and community capital. In times of need, 

individuals draw down on the investment they have made in meaningful relationships 

with family, friends, and community.  Like trust, this resource at a societal level 

improves the wellbeing of the population.  Some of the key social issues causing poor 

individual wellbeing, especially of children, can be traced to dysfunctional families. 

The more we invest in family capital, friends capital and community capital, the 

better the wellbeing of the population. 

Where our recommended indicators are not immediately available, then we 

recommend our alternative, secondary or sub-domain indicators until such time as 

the recommended one can be put in place as the new and better measure. For ideal 

change to occur the currently available indicators should be used, with new ones 

phasing in parallel until there is sufficient information to phase out redundant old 

indicators. 
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Communicating the dynamics of the framework 

We recommend communicating the dynamics of the Living Standards framework and 

dashboard using a matrix like Table 6. 

 Primary domains of (future) individual wellbeing 

Capital stocks Health 

General health status 

Income 

Adequacy of income 

to meet every day 

needs 

Social Connections 

Loneliness in last four 

weeks 

Housing 

Problem with house 

or flat in which living 

Natural capital Invest in upgrading 

poor environment 

for better physical 

and mental health 

Invest in safeguards of 

the environment so 

income generation 

does not destroy it 

Invest in facilitating 

use of environment 

by groups for leisure 

and recreation 

Invest in facilitating 

environmentally-

friendly housing 

communities 

Human capital Invest in medical 

profession to 

improve health 

Invest in promoting 

health 

Invest in individual’s 

education to increase 

income generation 

and to reduce desire 

for income 

consumption 

Invest in early 

intervention 

capability to help 

those who are lonely 

create better 

resilience and social 

connection 

Invest in prevention 

of loneliness 

education  

Invest in individual’s 

education to provide 

capacity to build 

housing 

Social capital Invest in social health 

to lift physical and 

mental health 

Invest in laws and 

bodies to facilitate 

income generation 

Redistribute income 

so more have 

adequate income 

(provided does not 

materially reduce 

overall income for all) 

Invest in social 

literacy education to 

encourage trust, 

more meaningful 

connections and 

reduce being alone 

Invest in capability to 

reduce social 

isolation 

Invest in laws and 

bodies that facilitate 

fast building or 

remediation of 

housing that is non-

problematic 

Produced capital Invest in health 

producing assets to 

deliver health care  

Invest in income 

generation capabilities 

where gaps in market, 

e.g. early R&D and 

start-up funds 

Invest in 

organisations that 

build societal trust 

and who foster good 

social connection 

Invest in social 

housing to support 

those in most need 

Table 6. Generic investments in capital stocks to improve primary domains of 
(future) individual wellbeing 
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Individual wellbeing and capital stocks are related by the investments in (and use of) 

capital stocks to deliver improved future individual wellbeing.  This relationship is 

shown in Table 6 – with generic investments in the capital stocks to improve each of 

the primary domains of future individual wellbeing. 

In the health–social capital cell of the Table, social health is how individuals get along 

with other people, how other people react to the individual, and how individuals 

interact with society.  There has been a recent call to extend health from physical 

and mental health to also include social health (Killam 2018): 

“By now the evidence is abundant and decisive: social connection significantly 

affects health. When you believe that you have people in your life who care 

about you, and you interact with them regularly, you are better off. For 

instance, you may be less likely to catch a cold, have a stroke or heart 

disease, slip into early cognitive decline and develop depression. You may even 

be more likely to overcome socioeconomic disadvantages, recover quickly from 

illness and live longer. A study at Harvard University that followed hundreds of 

people for 75 years identified the quality of people’s relationships as the single 

clearest predictor of their physical health, longevity and quality of life.” 

The ability of social health to improve physical and mental health, as well as improve 

quality of life, is an important driver of individual wellbeing – both with respect to the 

health and social connections primary domains of (future) individual wellbeing. 

With respect to the social connections primary domain, investments in all the capital 

stocks improves this primary driver of wellbeing.  These investments are classified 

into early interventions (e.g. capability to help those who are lonely; and capability to 

reduce social isolation) and preventions (e.g. resilience and social literacy education; 

and facilitating social engagement with the environment).  

Table 6 highlights areas of investment that have not been the focus of past 

Governments; but which can materially improve (future) individual wellbeing.  In 

particular: 

Health  Invest in social health to lift physical and mental health. 

Income  Invest in individual’s education to reduce desire for income 

consumption. 

Social connections  Invest in early intervention capability to help those who 

are lonely create better resilience and social connection. 

 Invest in prevention of loneliness education. 

 Invest in social literacy education to encourage trust, 

more meaningful connections and reduce being alone. 

 Invest in organisations that build societal trust and who 

foster good social connection. 

The Living Standards Framework provides the opportunity for the Government to 

extend its priorities to what makes the difference to each individual New Zealander: 

their current and future individual wellbeing. 

https://www.apa.org/pubs/journals/releases/hea-hea0000467.pdf
http://heart.bmj.com/content/102/13/1009
https://pdfs.semanticscholar.org/b2cb/607f46c4e805d7310d016436060c8d77cd19.pdf
https://www.ncbi.nlm.nih.gov/pmc/articles/PMC2922929/pdf/nihms-163828.pdf
http://journals.sagepub.com/doi/abs/10.1177/0956797615595962
http://onlinelibrary.wiley.com/doi/10.1002/nur.4770180303/full
http://journals.plos.org/plosmedicine/article?id=10.1371/journal.pmed.1000316
https://www.ted.com/talks/robert_waldinger_what_makes_a_good_life_lessons_from_the_longest_study_on_happiness


 

 

© 2018 Loneliness New Zealand Charitable Trust  Page 38 

 

We recommend using a table like Table 6 in the communication of the Living 

Standards Framework, as it more easily explains how investments in capital stocks 

will drive improvements in the drivers of (future) individual wellbeing.  Corresponding 

to Table 6, it is possible to prepare a table showing generic investments in each of 

the capital stocks to improve each of the secondary domains of future individual 

wellbeing. However, we have focused here on the primary domains since they are the 

primary drivers of individual wellbeing. 

To communicate the Living Standards Framework to a wide audience, it is important 

that it incorporate the full suite of individual wellbeing domains and capital stocks. It 

is tempting for Treasury and Government to focus the model on the domains and 

drivers of individual wellbeing that it directly controls. However, in our view, that 

would be a mistake. By having a complete model of individual wellbeing and capital 

stocks (e.g. including Local Government capital), Treasury and Government can 

make policy decisions within the full context of what drives the (current and future) 

individual wellbeing of all New Zealanders. 
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Appendix A: Impact of societal change on intergenerational social  

      connection 

Our ability to form meaningful social connections is affected by the social networks 

that are available in society.  When we cannot form meaningful social connections, 
we may feel lonely – leading to poor individual wellbeing. Over the last four decades 

there have been significant, and largely simultaneous, changes in society that are 

contributing to a perfect storm: increasing feelings of loneliness within the New 

Zealand population.  These changes can be classified into global societal trends; rise 

of digital technology; structural changes in the community; structural changes in the 

workforce; fragmentation of the family; and other changes in society. 

While some of these changes will have positive aspects for society and individuals, 
they also have negative impacts on relationships and social skills that jointly increase 

loneliness across the New Zealand population, and reduce individual wellbeing. 

Global societal trends 

Humanity is continuously evolving country by country.  The global societal trends 

impact all countries in the OECD. Global societal trends collectively increasing 

loneliness include globalisation, urbanisation, individualism, falling birth rate, and 
longevity. 

 

Rise of digital technology 

Digital technology is continuously evolving, technology by technology.  The rise of 

digital technology impacts all countries in some way. Rise of digital technology 

collectively increasing loneliness includes the advent of the internet, email, social 

media, automation, and rising personal entertainment. 
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Structural changes in the community 

New Zealand society is continuously evolving, community by community. The 

structural changes impact all of our communities. Structural changes in the 

community collectively increasing loneliness include community breakdown, fall in 

religion, closure of night classes, commercialisation, and decline of social clubs. 

 

Structural changes in the workforce 

The New Zealand workforce is continuously evolving, organisation by organisation.  

The structural changes are general trends across the New Zealand workforce. 

Structural changes in the workforce collectively increasing loneliness include 

increasing affluence, dual incomes, rising income inequality, more working from 

home, and greater youth unemployment. 

 

Fragmentation of the family 

The nature of New Zealand families is continuously evolving, family by family.  The 

fragmentation of the family is a general trend across New Zealand society. 

Fragmentation of the family collectively increasing loneliness includes liberation of 

women, later marriage, increasing divorce rates, increasing single parents, and 

greater poverty from family breakdown. 
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Other societal changes 

There are other changes in New Zealand society that are collectively reducing social 

connection and increasing loneliness. Other societal changes include rise of 

apartment living, being ‘too busy’, transport of children, fear of crime, and rise in 

prison population. 
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Appendix B: Stats NZ analysis of primary drivers of individual wellbeing 

Many social variables are collected biannually by Stats NZ in the General Social 

Survey.  In particular, Stats NZ, as part of the General Social Survey 2012, 

undertook a statistical analysis of social indicators to establish which are most 

strongly associated with individual wellbeing in the New Zealand population.  They 

reported (Stats NZ 2013):  

  

“A large body of international evidence shows that self-reported life 

satisfaction is a credible approach to measuring the well-being of a 

population.  Given the policy interest in maximising people’s well-being, there 
is a need to better understand what makes people satisfied with their lives. To 

inform this report, we used a logistic regression model to look at the aspects of 

life most strongly associated with overall life satisfaction.  The advantage of 

using regression analysis is that it holds other factors constant, while looking 

at the association between the likelihood of feeling ‘satisfied’ or ‘very satisfied’ 

with life and the factor of interest.”  
  

Stats NZ found that four indicators in the regression model showed the strongest 

independent relationship across the New Zealand population with overall life 

satisfaction: health, income, social connections, and housing (see Figure 22). 

 

 
Figure 22. Four primary drivers of individual wellbeing 

 

 

These primary drivers of individual wellbeing are so strong that Stats NZ used them 

in their report for the General Social Survey 2016.  

 

Stats NZ took the life satisfaction scale, which runs from 0 and 10, and labelled those 
participants with a self-assessed life satisfaction of 0-6 as ‘low overall life satisfaction’ 

and the others with a self-assessed life satisfaction of 7-10 as ‘high overall life 
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satisfaction’. Each participant in the survey could have a good outcome for 0 to 4 of 

the four primary drivers of wellbeing.  For all participants who had none of the 

primary drivers of wellbeing, Stats NZ looked at the proportions with low/high overall 

life satisfaction.  They repeated this for all participants with 1, 2, 3, and finally 4 
primary drivers of wellbeing.  The results are shown Figure 23. 

 

 
 

Figure 23. Probability of high/low overall life satisfaction based on number of good 

outcomes for the primary drivers of individual wellbeing 

 

Quite remarkably, for any individual with good outcomes for all four of the primary 

drivers of wellbeing, they are almost certainly (96.7%) likely to have ‘high overall life 

satisfaction’.  In other words, these four social variables strongly predict individual 
wellbeing of the New Zealand population. Given the relationship, Stats NZ noted that 

the “four aspects of life have a strong relationship with well-being in New Zealand” 

(Stats NZ 2017). 
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Appendix C: Public policy issues related to intergenerational social 

connection 

The Treasury writes (Frieling 2018): “The underlying principle of the capitals 

framework is that good public policy enhances the capacity of natural, social, human 
and financial and physical capital to improve wellbeing for New Zealanders.” From a 

public policy perspective, an important dimension of social capital is intergenerational 

social connection (and its indicators), as shown by the following twelve examples.   

Improving intergenerational social connection indicators will improve wellbeing for 

New Zealanders. 

1. Public policy issue: Democracy: A key public policy issue is the function of 

democracy. Democracy requires people to work together; poor social 
connection undermines our ability to work together.  Therefore improving 

intergenerational social connection indicators are associated with increases in 

democracy.  

In particular, Paxton (2002, p. 272) concluded: “Only when approximately 50 

percent of the population is trusting do increases in associations lead to 

increases in democracy.” Since New Zealand is a high-trust nation, increases 
in associations (and, therefore, more social connection) increases democracy. 

It is therefore important to track and make decisions with respect to social 

connection as a proxy for improving democracy. 

2. Public policy issue: Cohesive society:  For social order and function, it is 

important that New Zealand have a cohesive society.  However, there is 

unlikely to be a cohesive society if there is a lack of intergenerational social 
connection. Therefore, there is a need for improving intergenerational social 

connection indicators to ensure a cohesive society. 

 

3. Public policy issue: Inclusive and equitable society: Social exclusion and 

non-equity are major public policy issues. The Treasury (Freiling 2018, p. 9) 

notes: 

“In contrast with all of its positive outcomes, [Private Social Capital] can 
also trigger mechanisms of social exclusion when the lack of certain 

types of social connections systematically excludes people from 

opportunities and resources that are normally available to others in 

society, including access to adequate housing and secure employment. 

Social exclusion prevents individuals or communities from participating 

fully in the economic, social and political life of their society.”  
 

To create an inclusive and equitable society, it is important that the society 

mediates strong intergenerational social connectednss.  Therefore, there is a 

need for improving intergenerational social connection indicators to encourage 

an inclusive and equitable society.  

4. Public policy issue: Protecting the vulnerable in society: A key public 

policy issue is protection of the vulnerable is society. Many of the most 
vulnerable are not social connected.  Therefore, there is a need for improving 
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intergenerational social connection indicators to help protect the vulnerable in 

society. 

5. Public policy issue: Community functioning:  It is important for public 

policy that communities function. As individuals over the last forty years have 
had less time for social connection outside of work and family, community has 

suffered. Ultimately, if there is no social connection, there is no community.  

So it is imperative to track social connection and judge policies against this 

measure to ensure communities can function. Therefore, there is a need for 

improving intergenerational social connection indicators to ensure communities 

function. 

6. Public policy issue: Loneliness ‘epidemic’: According to Smith (2015, p. 

161): “Loneliness may well be New Zealand’s next big public health issue.”  

Loneliness is more likely to occur when there is a lack of available 

opportunities in society to socially connect (Appendix A). Therefore, there is a 

need for improving intergenerational social connection indicators to reduce the 

severity of the loneliness ‘epidemic’. 

7. Public policy issue: Public mental health: Recent research (Saeri et al, 

“Social connectedness improves public mental health…” April 2018) has shown 

a causal relationship from lack of social connectedness to subsequent 

psychological distress.  Mental (ill-)health was operationalised as psychological 

distress. In particular, the research data indicates 15% of New Zealanders that 

have a lack of social connectedness being in psychological distress a year later. 

Therefore, from a policy perspective, it is imperative to measure, monitor, and 
make decisions with respect to social connectedness – since poor social 

connectedness drives increasing costs to the mental health system; and in 

some cases leads to suicide.  Therefore, there is a need for improving 

intergenerational social connection indicators to improve public mental health. 

8. Public policy issue: Public physical health: Poor social wellbeing is 

associated with the feeling of loneliness. Loneliness is more likely to increase 
where there is deteriorating intergenerational social connection (Appendix A). 

While it is not too difficult to imagine that loneliness has mental health effects, 

it may be more surprising that loneliness has physical health effects too.  

Loneliness, not social network size, predicts increases in systolic blood 

pressure (Hawkley et al 2010).  Loneliness is associated with the metabolic 

syndrome (Whisman 2010); a cluster of factors that have been shown to 

increase risk for cardiovascular disease, diabetes, and stroke. Consistent with 
these findings, a meta-analytic study found that poor social relationships (i.e. 

social isolation and/or loneliness) were associated with a 32% increase in risk 

of stroke and a 29% increase in risk of incident coronary heart disease 

(Valtorta et al 2016); although another study found the increases to be lower 

(Hakulinen et al 2018). Furthermore, loneliness raises the levels of the stress-

sensitive hormone cortisol (Doane & Adam 2010) and some immune cell types 
are transcriptionally sensitive to loneliness (Cole et al 2011). Researchers have 

found that the fully adjusted effects of loneliness give rise to a 26% increase in 

the likelihood of premature mortality (Holt-Lunstad et al 2015).  This has a 

parallel to the findings last century that there was a higher mortality rate for 

children in orphanages with little personal contact (Holt-Lunstad et al 2010). 
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Given the pressure on the public health system, there is a need for improving 

intergenerational social connection indicators to improve public physical health. 

9. Public policy issue: Social connection: Government decisions have direct 

impacts on social connection.  NZ Herald columnist and Registered 
Psychotherapist Kyle MacDonald (2018) wrote: 

“For me, it's the small examples that speak volumes. Government 

funding for night class programmes was cut in 2010. This was a 

valuable institution for many, and while it often had no measurable 

economic value, learning photography, how to cook, or a second 

language was about furthering an interest. It was also a way to meet 
and spend time with people from many different walks of life. 

We are also increasingly seeing government departments cut the 

number of physical offices, and replacing them with online "portals" and 

increased staff at 0800 numbers. Yet that distance and lack of physical 

relationship creates problems – think the rising distrust and problems 

with WINZ, and Housing New Zealand.” 

If the Living Standards Framework had been in place with intergenerational 

social connection indicators, there is a greater chance that the Government 

may have chosen not to stop funding of night classes – which was a useful 

means for the New Zealand society to connect, with the wellbeing benefit of 

feeling less lonely. Therefore, there is a need for intergenerational social 

connection indicators to ensure good public policy that takes into account 

intergenerational social connection. 

10. Public policy issue: Social isolation of the elderly: Social isolation is a 

serious public policy issue for the elderly.  The issue particularly arises for 

seniors 75+ and is most prevalent in women (since they frequently out-survive 

their partners). The awareness of this problem has been raised through the 

New Zealand media, with about 35 articles, interviews, and media releases on 

social isolation and loneliness of the elderly in the past year. Therefore, there 
is a need for improving intergenerational social connection indicators (for the 

elderly) to minimise their social isolation and loneliness.  

11. Public policy issue:  Bullying and harassment: Bullying and harassment 

isolates members of society. These members are sometimes further isolated 

when they report bullying or harassment by a more powerful member of an 

organisation; and the organisation isolates and attacks the complainant to 

protect the more powerful member or the perceived reputation of the 
organisation. Therefore, improving intergenerational social connection 

indicators (associated with bullying and harassment) is a sign of reduced 

bullying and harassment. 

12. Public policy issue:  Individual wellbeing:  The whole point of the Living 

Standards Framework is ultimately to improve current and future individual 

wellbeing. One of the primary drivers of individual wellbeing is social 
connection, as measured by not feeling lonely. Investments in 

intergenerational social connection reduces the likelihood of feeling lonely – 
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thereby improving individual wellbeing. Therefore, there is a need for 

improving intergenerational social connection indicators to improve individual 

wellbeing. 

In summary, each of the public policy issues highlights the need for 
intergenerational social connection indicators to improve public policy decisions and, 

thereby, individual wellbeing. 
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