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Abstract 
 
The Gross Domestic Product (GDP) has been used as a measure of general economic performance 
for over 70 years with few changes, while the global economy it measures has undergone significant 
transformation. GDP fails to incorporate increasingly important elements of a modern economy, 
such as consumption, material waste, recycling of critical elements, and its use of sustainable 
resources. As such, the GDP no longer provides an accurate measure of a nation’s economic 
performance and is increasingly redundant for economic decision-making. 

The proposed Sustainable Domestic Product (SDP) measure, is an enhancement of the GDP that 
quantifies in monetary terms the lost economic value-added from material waste. The SDP 
demonstrates that the monetary value-added lost through lack of recycling or reuse totals 
approximately 15% of GDP or A$250 billion for 2014-15. It is recommended that the SDP is 
incorporated into the System of National Accounts (SNA), initially as a transitional measure using 
existing data from within and outside the Australian Bureau of Statistics (ABS) and then as 
permanent performance measure. 

Context 
 
The GDP was developed in the 1940s (Pilling 2014) and was relatively well-suited to measuring a 
nation’s economic performance at that time. While the measure was limited in how it incorporated 
income distribution, innovation, and the value of physical and mental health (Mauldin 2018), these 
were considered relatively minor compared to the benefits of having a consistent comparative 
measure of the world’s economies. Since its inception, however, the GDP has remained relatively 
unchanged, while the global economy and environment have undergone significant transformation. 
The GDP does not consider significant elements of a modern economy, including: waste and 
pollution, the increased use of services in developed economies, and how digital technologies and 
the internet have transformed modern business models (Economist 2016; Stiglitz, Walsh, Guest & 
Tani 2015). As such, the GDP is overdue for a significant overhaul to improve the accuracy of the 
information it provides to economic decision makers around the world. Alternative measures like 
the Human Development Index (Dornbusch, Bodman, Fischer & Startz 2013) and the Genuine 
Progress Indicator (Kubiszewski 2014) have been proposed in an attempt to resolve these 
limitations. However, they have failed to influence decision-making largely due to a lack of 
awareness of and use outside of specific groups and their incorporation of terms difficult to 
monetarily quantify, a major limitation in reporting environments with a strong emphasis on 
quantifying terms in monetary format.  

A significant limitation to the GDP measure, is its lack of consideration of material waste. Overall, 
recycled waste or waste converted into energy (Pickin & Randell 2017), totals 60% of Australian 
waste production. There is significant room for improving this figure and, indeed, the Australian 
Government is taking action, through the Department of the Environment and Energy (DEE), to 
increase recycling outputs. Nevertheless, improvements in this area will not be incorporated into 
Australia’s overarching GDP and reporting will not adequately indicate how improvements in 
recycling impact the Australian economy.  

As such, a new measure of economic progress is proposed: the Sustainable Development Product 
(SDP). The SDP uses the GDP as a base, with the key area of difference being the SDP only considers 



the un-wasted value-added, or the amount recycled or reused during a product’s lifespan. This 
includes: the production stage, considering how much raw material forms the final good or forms 
waste; and the consumption stage, regarding the amount recycled (not just its recyclability). Partial 
recycling of a good would have a partial contribution to the SDP, whilst having a full contribution to 
the GDP. Due to the difficulties of precisely attaching a value-added to each individual piece of 
waste, a practical form of the SDP would focus on matching up waste and production streams. 
Overall, the SDP will help transition the economy towards becoming a national closed-loop system, 
an economic system based on industrial ecology where the input from one process uses the waste 
from another and thus net waste is minimal (Suh and Kagawa 2005). 

By using readily available data, in this case GDP (Australian Bureau of Statistics 2018) and waste and 
recycling data (Pickin & Randell 2017), it is possible to generate an estimate of Australia’s 2014-15 
SDP. 

The four waste streams and services, listed below, have the different elements of GDP assigned to 
them: 

• Municipal: retail, accommodation and food, and value of dwellings. 
• Construction and demolition: non-service construction items. 
• Commercial and industrial: non-service agriculture, mining, manufacturing, and wholesale 

items. 
• Services: all remaining items (includes mining and construction services and net of taxes and 

subsidies.) 

Figure Calculation Value for 2014-15 
GDP Final GDP figure; taken straight 

from SNA 
$1,676,400 million 

SDP (252,716*0.51) + (333,164*0.57)+ 
(64,280*0.64) + 1,029,096 

$1,389,024 million 

Relative size of SDP compared to 
GDP (SDP/GDP); uses SDP and 
GDP figures from prior two rows 

1,676,400/1,389,024 85% 

 

The difference between the SDP and the GDP indicates that unrecycled or reused goods total 15% of 
total production in Australia, equating to A$250 billion for 2014-15. This is a significant figure that 
emphasises the need to develop a more integrated and comprehensive measure that considers 
important elements of the modern economy, in order to inform Australia’s future economic policies. 

Policy Recommendation 
 
This paper recommends that the Australian Government incorporates the SDP into its national 
measures and supports its ongoing development and implementation, in order to support Australia’s 
policymakers to make better, more informed decisions about the nation’s economy. 

The use and incorporation of the SDP into Australia’s national measures should be first piloted using 
a transitional version of the measure. Once this has been implemented and evaluated, it will be 
suitable for inclusion in the System of National Accounts (SNA). 



For this transitional version of the SDP, existing sources of data, such as the GDP and recycling 
measure, could be utilised to reduce initial implementation costs. A working group should be 
established to analyse various data sources for quality assurance and to establish the: 

• Cost of accessing and/or collecting the data 
• Level of detail and ability to match to GDP data 
• Accuracy and validity 
• Frequency of publishing and consistency between periods required.  

Participants of this working group will primarily come from Australian Federal Government 
Departments, such as Treasury, DEE and the ABS. Subject matter experts and academics should also 
be involved to assist in the further refinement of the quality and utility of the SDP measure. 

Key Stakeholders 
 
Even with the data collected, it is important to demonstrate the value of the SDP to its stakeholders 
to allow for its broad implementation. There are three key stakeholders to consider: government, 
businesses, and researchers. As there are synergistic effects due to the way each group influences 
the others, it is useful to gain the support of multiple. 

Government: The key groups within the Australian Government that will be primarily involved in the 
SDP are the ABS, Treasury, and DEE. The ABS will be involved as they will be the publishers of the 
government SDP data, whilst Treasury and DEE will be key users of the SDP. To demonstrate to these 
departments the benefits of the SDP, focus should be on the benefits for the whole country, 
including reducing pollution from disposed goods and allowing for improved growth from reducing 
the raw materials required to replenish wasted prior output. 

Regarding specific roles, at this transitional stage it will mainly involve participation in the working 
group, publishing the SDP and potentially recycling data at some stage, and information campaigns 
about the SDP for businesses and the general public. After this, the ABS will implement the SDP 
whilst Treasury and DEE will fund research on how to grow Australia’s SDP alongside implementing 
legislation to implement the reforms to achieve this growth. Methods of improvement could 
include: greater reporting requirements of recycling plants to report the amounts recycled and 
unrecycled (including checks between materials), innovation in recycling and production 
technologies and materials, determining the source of the waste, more auditing checks of both 
tracing the waste and whether firms are doing illegal dumping, and surveying various areas to 
determine trash that has been dumped (both mass dumping by firms and individuals’ dumping). The 
ABS will also adopt additional changes to the SDP measure itself as needed, keeping in mind the 
need for traceability. 

Businesses: Encouraging businesses and industry representatives to incorporate the SDP will involve 
focusing on the economic benefits of these changes for the firm, particularly reducing input costs 
over time, with some linkage to the environmental benefits depending on the situation. To aid with 
this, connecting the concept of the SDP to existing business practices such as Total Quality 
Management (TQM) (Rao 1996), triple bottom line reporting (Mitrione, Rankin, Chalmers, 
Weygandt, Kieso & Kimmel 2010), and integrated reporting methods like the Global Reporting 
Initiative and Accounting for Sustainability Project (Mitrione, Rankin, Chalmers, Weygandt, Kieso & 
Kimmel 2010) will encourage greater connectedness between financial and environmental results. 

These businesses will likely change their methods based either on legislation or consumer pressure 
to help societal wellbeing. These changes could include: modifying what a company prints on 



packaging to display recyclability of the product, and adjusting production methods to improve 
resource efficiency. Further adoption of the above business practices, for example TQM and triple 
bottom line reporting, may form part of companies’ responses to the SDP. These changes would not 
only affect Australian businesses; they could flow up and down supply chains internationally to 
affect suppliers and purchasers, thus creating some early influence overseas. Businesses would also 
need to adapt to new auditing requirements implemented by the government. Due to all these firms 
requiring changes to adapt to the SDP, some firms including consultants will take this as an 
opportunity to develop new business. Additionally, some businesses may fund research into the SDP. 

Researchers: There are two main groups of researchers to consider for the SDP: economic and 
commerce researchers, and environmental researchers. The former’s connection to the SDP occurs 
as this is an economic measure and would have an influence on the structure of the economy, whilst 
the latter’s connection instead occurs through the SDP incorporating some effects of resource 
exploitation and waste. The main way of demonstrating the benefits to these individuals would be 
through the additional information available to them, at least in a more direct manner, alongside 
new research paths for how the SDP will impact the economy and environment. 

Researchers will be critical to the data collection for the SDP alongside influencing its design, both 
for the transitional form and the final form in the SNA. Researchers may also be early publishers of 
the SDP, both before releasing the transitional SDP and for later updated forms. 

Implementing the Transitional SDP and Measuring Success 
 
With the data collected and support from key stakeholders, it would be possible to enact the 
transitional SDP. With this implemented, development of ways to improve SDP growth will occur 
and be employed, alongside further research to improve the calculation and accuracy of the SDP. For 
future years, reporting for the SDP and GDP figures will occur simultaneously. After enough usage of 
the transitional SDP, its influence can be determined through research alongside how to progress 
towards adding it to the SNA. To determine its success, focus will be on how many and what policies 
utilise the SDP, and how much influence do these have over time on reducing the gap between the 
GDP and SDP. 

Limitations 
 
Although the SDP measure has been designed to provide a net benefit, particularly in the long-term, 
there are still some limitations to its applicability and implementation. 

• The SDP could result in lower output due to changed objectives. For this issue, there will 
likely be some short-term shocks due to changes in what production is most desired 
from the change in measure and thus objective. However, industries will move to areas 
that are still extremely productive (as such any reduction in output will be restricted), 
and new technological improvements in areas of waste mitigation/usage can be 
implemented and likely encouraged under the new system for further improvements. 

• This solution will still include many of the limitations with GDP, such as excluding the 
effects of innovation or income distribution. While these limitations will be carried over 
due to the underlying use of the GDP, the SDP is an enhanced measure that will address 
at least some of these limitations. 



Conclusion 
 

GDP has been a useful tool for policymakers during its lifetime. However, the changing world means 
that it needs greater improvement to ensure its relevance in the modern day. Furthermore, there is 
an increasing emphasis on the need to tackle the issue of global waste, to help ensure long-term 
sustainable consumption. To address both issues in part, the Sustainable Domestic Product (SDP) 
allows for better measuring of material waste by incorporating the value-added lost by unrecycled 
goods. Using current data, the gap between SDP and GDP is approximately 15% of GDP, or $250 
billion for 2014-15. To address this, it is recommended to implement a transitional form of the SDP 
as a predecessor to a System of National Accounts (SNA) version. This version will utilise existing 
data, and require the support of government, businesses, and researchers. With this version 
implemented, action to reduce this gap between GDP and SDP can occur and thus help improve 
Australia’s future output and sustainability.  
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