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A compass.towards 2030

Navigating the EU’s economy beyond GDP
by applying the Doughnut Economics framework

1. Introduction

With the COVID-19 crisis, the political focus in Eu-
rope is on the need to build back better for a resil-
ient and regenerative economy and to focus on se-
curing the health of citizens. In the State of the Un-
ion speech 2021 “Strengthening the soul of the Un-
ion”?, the focus is on demonstrating to EU citizens
the positive impact of the EU on their daily life. Ap-
proaching COP26, the European Commission will
need to communicate the results of its work for the
mid-term mandate and show how Europe is deliv-
ering on its priorities as a leader in tackling climate
change in a “European Way” that links this to the
quest of promoting systemic change, the Social Pil-
lar and economic resilience.

Nearly two years after the Communication on the
European Green Deal (EGD), Europe’s ambition to
become the first climate-neutral continent is more
than an aspirational goal. It is now enshrined in Eu-
ropean Union (EU) legislation with the Climate Law.
Plus, the new set of measures presented by the EU
Commission as a climate roadmap on 14 July (Fit
for 55) is meant to give Europe the necessary instru-
ments to achieve its objective of climate neutrali-
ty. To do this, Commission President Ursula Von der
Leyen acknowledges that “to use the potential of the
European Green Deal and Next Generation EU to the
fullest and to build the Europe we all want to live in,
we must adopt a systemic approach™?.

The objective of climate neutrality by 2050 while
leaving no one behind and moving towards resil-
ience requires deep and systemic transformation

of the economy and society3. It will need not on-
ly political willingness but also implementation by
the 27 EU Member States. The year 2030 is a criti-
cal milestone on the way to reach this objective. Pro-
gress needs to be tracked in a way that enables pol-
icymakers to quickly grasp the EU’s most important
trends and to identify important tensions that need
to be balanced.

Indicators for monitoring are necessary to guide po-
litical decision*. Over time, the EU has developed a
large set of indicators to track the progress of its po-
litical action, from the EU Semester to the Resilience
Dashboards, the Social Scoreboard, the National En-
ergy and Climate Plans and the UN Sustainable De-
velopment Goals (SDGs).

The new monitoring framework of the 8t Environ-
mental Action Plan (EAP)3, the call for a beyond GDP
dashboard at Porto Summité, and the announced
dashboard for the EGD bring with them new oppor-
tunities for looking at those dashboards in a more
consistent and systemic way. While each dashboard
has strengths and weaknesses, our analysis shows
that existing dashboards fall short in providing an
overarching and consistent vision to achieve trans-
formative change that is easy to understand. The
main challenge is to coherently integrate the differ-
ent EU strategies and policy areas within a consistent
and appealing narrative and a dashboard that not on-
ly monitors progress but also informs policy develop-
ment and improves communication for the buy-in of
society as a whole.
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This report proposes an overarching narrative and
dashboard inspired by the Doughnut Economics’
framework to monitoring progress in the EU to-
wards 2030. The proposed dashboard which we call
a “beyond GDP dashboard” embraces the different
political EU priorities in a single place (EGD and the 8t
EAP, the European Pillar of Social Rights Action Plan,
the Recovery and Resilience Facility as well as the
EU’s Foresight activities) and ensures a balance be-
tween the three ambitions of environmental sustain-
ability, a resilient economy and individual as well as
societal wellbeing. We see great potential in thinking
about the new dashboard not in isolation, but rath-
er suggest a potential integration with the EGD dash-
board.

The remainder of this report is structured as follows.
Chapter 2 provides an overview of the environmental
and socio-economic challenges facing the EU today,
and the institutionalisation of indicators in these pol-
icy areas in the EU. It further summarises the exist-
ing EU monitoring dashboards and assesses their ef-
fectiveness in terms of monitoring the systemic trans-
formation and integrating social and environmental
indicators into EU policymaking. It demonstrates
that none of the existing dashboards provide a politi-
cal summary of targets and indicators that are suita-
ble for informing policymakers on the state of social,
economic and environmental challenges and their re-
spective progress. In chapter 3 and 4, we present our
proposal for a summary of indicators into an overar-
ching beyond GDP dashboard inspired by the Dough-
nut Economics framework. We propose a list of 30 in-
dicators and relevant 2030 targets, followed by the
methodology used develop them. In chapter 5 we
present the results of the framework applied EU and
five Member States to demonstrate the application of
the proposal, which we evaluate against design crite-
ria in chapter 6. Finally, we offer a discussion for pol-
icymakers on the choice of indicators and targets in
chapter 7 and conclude with a set of recommenda-
tions for the path forward in chapter 8.
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2. Effective monitoring
of a systemic
transformation as a
governance conundrum

While the need for a deep and systemic transforma-
tion of the EU’s economy is clear, this requires co-
herent set of social, environmental and economic
indicators to monitor progress towards these am-
bitions®. However, the EU today is confronted with
a proliferation of dashboards for different political
processes: the resilience dashboards, the indicators
in the EU Semester and Recovery and Resilience Fa-
cility, the 8" EAP, the Social Scoreboard, the Sustain-
able Development Goals (SDGs), the Resource Effi-
ciency scoreboard and the yet to be developed Euro-
pean Green Deal (EGD) dashboard (announced in the
EGD communication?®).

This creates a challenge for decision-makers to
grasp the EU’s most important social, economic and
environmental developments and communicate so-
cial, environmental and economic progress to the
public. The plethora of dashboards makes it difficult
to identify important tensions between policy areas
which need to find harmony, such as the social con-
sequences of environmental policy actions.

2.1 The EU’s environmental and
socio-economic challenges

Looking at the environment, the Intergovernmental
Panel on Climate Change’s latest report has been
described as a “code red for humanity” and an ur-
gent call to action®. In a worst-case scenario, global
surface temperatures could rise by 4.4 degrees Cel-
sius by 2100 compared to 1850-1900. In this sce-
nario, for every ten years, the earth would experience
9.4 extreme hot temperature events, 2.7 heavy pre-
cipitation events, and 4.1 agricultural and ecological
droughts, all of which would cause human and eco-
logical suffering and loss of life. At the same time, the
world witnesses an unprecedented speed of biodi-
versity loss, with a 68 % decrease in population sizes




Transformation Policy Report #4

of animals between 1970 and 2016 according to the
2020 Living Planet Index (LPI). Across every world
region, changes in land and sea use were the biggest
threat to biodiversity!!. As the EEA’s state of the envi-
ronment report shows: The impact of biodiversity loss
is as disastrous as climate change with significant en-
vironmental, economic and social consequences®?.

The reasons for these developments are manifold.
Emissions-reduction commitments remain too low,
with nearly 40 % of the parties to the Paris Agree-
ment failing to update targets for their Nationally
Determined Contributions as of September 20213,
The EU set the target of “at least 55 %” net emissions
reduction below 1990 levels by 2030, but reductions
between 58% and 70% are necessary to make the EU
compatible with the Paris Agreement*®. Furthermore,
Europe exceeds its limit for nitrogen and phosphorus
losses by a factor of 3.3 and 2, respectively, caus-
ing major disruption to the ecosystems?®. The EU al-
so set an objective to halt biodiversity by 2020 but it
is not on track to meet that target. 60 % of EU protect-
ed species have a conservation status which is unfa-
vourable and 3 2% of bird species are threatened or
not secure mainly due to loss and alteration of habi-
tat and agricultural pollution.

All these environmental challenges need ambitious
political actions to be addressed.'® However, the
need to act faces an increasingly polarised socie-
ty and economy, which compromises peoples’ po-
tential to thrive and flourish and undermining their
openness for change. This trend has worsened due
to the pandemic?’. Precarious work and non-stand-
ard forms of employment are prevalent today, often
for many workers deemed essential in the pandemic
and young people, and real wages have languished?*®?°,
As real estate prices are on the rise, a large share of
Europeans face high costs of living: in 2019, “[o]ne in
ten Europeans spends 40 % or more of household in-
come on housing costs”?°. Income inequality contin-
ues to be high;in 2014, the top 1% earn 12 times more
than lowest income?. The EU is also behind on gender
equality, with an estimated 60 years needed to reach
equality at the current pace??. At the same time, loneli-
ness is widespread among Europeans; in 2018, 75 mil-
lion?3 people in Europe felt socially isolated. This is only
a partial list of the social shortfalls in Europe.
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These trends have been reinforced through deep
structural economic challenges which hamper the
ability to act. While addressing the environmental
challenges needs public investments?4, the room for
such investment remains limited. Not only since the
COVID-19 crisis, but already since the financial and
ensuing Euro crisis, high debt levels paired with the
existing set of EU fiscal rules count as one of the rea-
sons for limiting public spending?s. At the same time,
while many EU countries are catching up in terms of
material wealth, imbalances in the production struc-
ture and the concentration of industries has further
increased. It is not enough to fight wealth and income
inequality. It remains an important task to promote
the development of sustainable value chains and in-
dustrial sectors not only in the European centres but
also in the peripheries?®.

To address these problems, a systemic transforma-
tion of the economy is needed to drastically decar-
bonise production and consumption, reduce the
pressure on ecosystems and ensure the conver-
gence of living conditions across Europe, so citizens
are able “to live well within the means of the plan-
et”??, All these problems are interconnected. Strong-
er environmental policies do not exist without soci-
etal support, and societal support requires a stable
economy. This, in turn, does not exist without for-
ward-looking economic policy. These problems need
a mosaic of solutions that work together towards a
thriving and resilient Europe, with ideas that address
not only one cause, but several at the same time. The
transformation will require a change in practices, pol-
icies, lifestyles, and mental models in place in Eu-
rope? by destabilising and phasing out of bad prac-
tices at the same time as building the resilience of
good practices®.
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2.2 The institutionalisation of
social & environmental
indicators in EU policymaking

The challenge of defining and prioritising suitable
indicators to measure progress on this systemic
transformation has a long-standing history in the
EU. Under the notion of “beyond GDP”, the Europe-
an Commission went through a comprehensive pro-
cess of defining appropriate social and environmen-
tal indicators from 2007 to 2015. It started with a
high-level conference and the Stiglitz-Sen-Fitoussi
report3® that presented a series of recommendations
for the measurement of current well-being and sus-
tainability. The initiatives informed the definition of
the EU 2020 Strategy and resulted in the “GDP and
beyond” roadmap3*, which outlined concrete actions
that were evaluated in 201332,

Since the start of the von der Leyen Commission
at the end of 2019, the issue is approached more
directly in different processes and from a political
rather than a technical angle. The EU set climate
neutrality as its main political objective with the Euro-
pean Green Deal® and resilience as the compass for
its policies in the 2020 Strategic Foresight Report34.
Building on the Council Conclusions® on an econo-
my of wellbeing and the European Economic and So-
cial Committee opinion on the wellbeing economy?¢,
heads of state and governments have underlined in
the Porto Declaration®” the importance of measuring
beyond GDP. They welcomed the agreement with so-
cial partners3®, who “have made a joint proposal for
an alternative set of indicators to measure econom-
ic, social and environmental progress, supplementing
GDP as welfare measure for inclusive and sustainable
growth”, In addition, the Commission has announced
the integration of the SDGs into the EU Semester and
regularly publishes progress on the SDGs such as the
2019 European Sustainable Development report3. In
parallel, the Directorate-General (DG) for Economic
and Financial Affairs (ECFIN) recently published a
discussion paper “Economic Policy Making Beyond
GDP”#°, which formulates a proposal for advancing a
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beyond GDP approach: a “bolder” approach, which

“entails selecting very few indicators that would offer
insightful complementary information with respect to
GDP growth figures”.

However, while some indicators get increasing at-
tention as part of the shift in political priorities,
such as greenhouse gas emissions', an overarching
agreement and narrative for a set of headline indi-
cators that summarises the indicators of the differ-
ent existing dashboards is still missing. In addition,
despite progress in some areas, especially in envi-
ronmental accounting (Multi-Regional Input-Output
modelling*!, System of Environmental Accounts??),
some of the challenges for mainstreaming alternative
socialand environmentalindicators have not yet been
addressed*3#4, In particular, the institutionalisation
of social and environmental accounts remains weak.
Looking at the better regulation toolbox?*°, there is a bi-
as of available tools and guidelines for assessing eco-
nomic impacts (9 tools) compared to assessing the
environmental impacts (1 tool) or social impacts (4
tools). The focus in impact assessments strongly re-
lies on cost-benefit analysis, which excludes many
non-quantifiable aspects of sustainability and wellbe-
ing. Furthermore, the assessment models used by the
Commission are limited by the range of assumptions
and economic models which still tend to use mainly
economic, rather than additional social and environ-
mental indicators**4” and selected indicators are frag-
mented across different decision-making processes,
with little agreement and a lack of consistency.

2.3 Assessing the fragmentation
of indicators across
dashboards

To better understand the extent to which indica-
tors are fragmented across dashboards, we looked
at existing EU dashboards to analyse the coverage
of social and environmental indicators. To do so, we
assessed the indicators used in the publicly available
dashboards and indicator sets. As a blueprint for the

i The EU’s new package of proposals called “Fit for 55” is aimed at creating a climate-neutral Europe by 2050. It is centred
around GHG emissions reduction with a 55 % reduction by 2030.
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Figure 1: Are existing dashboards systemic? A comparison of existing dashboards and indicator inventories within the

dimensions of the Doughnut Economics framework. ZOE Institute, 2021.

assessment, we used the social and environmental
categories of the Doughnut Economics framework to
understand the scope of each dashboard. These are:

Social: political voice, peace & justice, income &
work, education, health, food, water, energy, net-
works, housing, gender equality, and social equity

Environmental: climate change, ozone layer de-
pletion, air pollution, biodiversity loss, land con-
version, freshwater withdrawals, nitrogen &
phosphorous loading, chemical pollution, ocean
acidification

In a nutshell, our results show that few dashboards
integrate both environmental and social aspects.
The inventory of 450 existing indicators used for

this assessment can be downloaded from our web-
site. The colour code indicates for each objective and
dashboard, that:

Yellow: no indicator is included
M a maximum of two indicators is included
more than two indicators are included

One can derive several other conclusions from this
analysis:

1. Only two dashboards cover most of the environ-
mental and social objectives, namely the SDGs
and the Environmental Indicator Catalogue (the
blue shaded \\! area in Figure 1).

2. The mainstreaming of some environmental
topics like energy, air pollution and climate
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change has been successful, as most dash-
boards include these objectives (the
area).

3. Incontrast to climate, other important envi-
ronmental priorities are often missing, such as
biodiversity loss.

4. In many cases, dashboards remain focused on
their particular policy areas; one set of dash-
boards focuses on socio-economic objectives
while falling short on environmental issues
(the area). In contrast, another
set focuses on environmental objectives while
lacking socio-economic indicators (the

area).

Most of the existing dashboards add value and pro-
vide important information for a respective policy
area. However, our impression is that none of the
existing dashboards present an easy-to-understand
political summary that reduces complexity for deci-
sion-makers. Many EU dashboards still present a risk
of working in silos due to a too-narrow focus on spe-
cific policy areas and the lack of a compelling narra-
tive for the Commission as a whole. As demonstrated
in Figure 1, the SDG monitoring is the most systemic
monitoring exercise. However, due to its size (169 in-
dicators and 231 targets) important hotspots are dif-
ficult to understand, and their scope is not fully con-
sistent with the EU’s political agenda. Another candi-
date, the 8" EAP monitoring®®, in its draft version, in-
tegrates dimensions related to wellbeing, resilience
and just transition. However, it lacks overarching so-
cial and economic indicators. The creation of the re-
silience dashboards® integrates a social, econom-
ic and environmental indicators. However, the dash-
boards are designed around capacities and vulner-
abilities, and therefore measure the ability to make
progress rather than the progress to targets itself. Ad-
ditionally, these dashboards lack a compelling nar-
rative and visualisation of progress.

Thus, according to our assessment there is still a
need for a dashboard which defines important pri-
orities, serves as a summary of headline indicators
and as such supports the needs of the Commission to
track progress towards the European Green Deal, the
Social Pillar and the quest for a resilient and regener-
ative economy in a consistent way. In chapter three
we outline our vision of how this dashboard could look.
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2.4 Making indicators effective:
the role of targets

Besides fragmentation, another challenge to in-
creasing the impact of social and environmental in-
dicators in the policy design process lies in the defi-
nition of targets. Targets enable decisionmakers to
easily interpret indicator values and see if, compared
to the reference year, the situation is moving in the
right direction and at a sufficient speed.

In the context of past and ongoing legislative pro-
cesses, the EU has defined targets for environmen-
tal(e.g., Environmental Action Programme, Climate
Law), economic (e.g., Stability and Growth Pact)
and social indicators (e. g., social targets agreed at
the Proto Summit). However, setting a target for a se-
lected indicator doesn’t mean the indicator becomes
politically relevant. There are, for example, more than
100 environmental targets, with many having a rath-
er weak importance®®. Targets can be very effective
in creating an impact (e. g., targets set in the National
Emissions reduction Commitments (NEC) Directive),
but they do not guarantee that they will be achieved.

The question to what extent a target drives politi-
cal action, in a way that the associated indicator ef-
fectively moves in the right direction, is shaped by
four success factors:

1. Binding vs. non-binding targets: while non-
binding targets can shape political discourse by
painting a precise picture of what policy wants to
achieve, they lack enforcement. Binding targets
hold Member States accountable and give the
Commission a means of enforcement.

2. Quantitative vs. qualitative targets: the advan-
tage of a quantitative target is that it brings
clarity to policymakers (and any stakeholders
concerned, such as businesses, trade unions,
citizens) and it allows for proper monitoring
and evaluation. A qualitative formulation (e.g.,
“increase the number of bathing waters classi-
fied as ‘excellent’ or ‘good’”) without quantifi-
cation gives a sense of direction, but it does not
allow evaluation of whether the target has been
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reached or how far the status quo is away from
the target (see Box 1 in the following chapter).
Based on IEEP’s analysis of the 2018 progress
report for the 7t EAP%, in areas where there
only qualitative targets, the risk for differences
in interpretation at the implementation stage
is much higher. Qualitative targets give the EU
Commission a tougher task for demonstrating
that a Member State might be in breach.

3. Governance process vs. simple reporting:
governance processes determine the levers of
action that are possible to use when a target
is not met. In some cases, governments are
obliged to come up with ideas and solutions of
how to achieve the targets (as for example in
the case of the Climate Pact and the Stability
and Growth Pact), while in others political
action mainly focuses on the reporting of how
the indicator develops (e.g., SDGs).

4. Legal form: targets can be found in different
types of legal documents, be it a directive (e.g.,
the EU Waste Framework Directive, which set
recycling targets by 2030), a regulation (e. g.,
the European Climate Law) or a communication
(e.g., the Sustainable and Smart Mobility strat-
egy®?, which defines a target for 100 European
cities to be climate neutral by 2030). The legal
form of the text that includes the target impacts
the enforcement by the Commission’s services
and the implementation of associated measures
through action plans and investments.

Box 1: Distance-to-target and gap monitoring —

One way to merge a target and an indicator into
one single number is the “distance to target”

or “gap” approach. A recent example where
distance-to-target measurements occur are
emissions gaps, that measure “the difference
between where we are likely to be and where we
need to be”%3. This approach stands at the core
of the Doughnut Economics framework. Distance
to targets or gaps are promising for policy use
for several reasons:
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e They contain both what should be reached
and the state of the reality.

e They’re potentially easy to compute based
on existing data.

« They help framing discussion on the costs
and means of “bridging the gap”.

« They serve as a basis for prioritising areas of
action by comparing the distances.

Generally speaking, the definition of targets at the EU
level is politically sensitive. Since targets can have
important legal consequences for Member States
as part of a binding governance process and thereby
restrict the power of governments, a broad political
consensus is needed. This is often difficult to achieve,
especially at the Council level, as shown by the nego-
tiations in the Council on the -55% target of the Eu-
ropean Climate Law®4. Additionally, the definition of
targets in the EU is spread across various institutions
with different formats, time scales and governance
processes attached. The EU has set targets in differ-
ent policy areas in a disparate way and with different
levels of effectiveness. To date, there is no consist-
ent structure on how the targets between policy ar-
eas are linked.

Box 2: The state and outlook for targets in
EU policymaking

While the EU has many targets, there is no bal-
ance of targets across policy areas. Usually, tar-
gets are not designed in a coherent manner but
rather separately within each policy area. Con-
sequently, there is potential for tensions be-
tween targets of different policy areas. Below is
an overview of the EU targets and target setting
for each area.

Environmental issues

The EU has at least 100 quantitative policy
targets that are relevant to climate and the
environment®s. In recent years, discussions
have centred around climate targets. Targets
for emission reductions have now been
enshrined in different pieces of legislation,

10




Transformation Policy Report #4

e.g., the 55% reduction compared to 1990 in
the EU Climate Law?®®, but also at the level of
Member States, e.g., a 65% reduction target in
the German climate law or the 40% reduction
target by 2030 in the French Climate and Resil-
ience Law®’.

Science is inevitably pushing the EU to adopt
new targets. Biodiversity preservation and res-
toration are increasingly getting attention for
their strong economic implications®®. As part

of the EU Biodiversity Strategy 2030, the EU
Commission aims to propose binding nature
restoration targets by the end of 20215°¢%, There
is an emerging agreement among scientists that
global resource extraction of renewable and
non-renewable materials needs a limit, estimat-
ed at nearly an annual maximum of 50 billion
tons globally®t¢263, Against this background, the
European Parliament Environmental Committee
adopted a report®* that calls for absolute targets
for resource use within the EU’s Circular Econo-
my Action Plan.

Economic issues

While the EU Semester communications do not
include proper targets, these are covered by the
underlying economic rules of the Stability and
Growth Pact (SGP). The 2008 financial crisis
led to a series of reforms through the Fiscal
Compact, which ensures that concrete steps
are taken if a country falls short of meeting the
budgetary rules®®. The SGP ensures fiscal dis-
cipline by requiring each Member State to stay
within the limits for government deficit (3 % of
GDP) and debt (60 % of GDP).

Further targets are defined as part of the EU’s
research and innovation agenda. In addition

to confirming the target of 3 % of the EU’s GDP
to be invested in R&D as laid out in the Lisbon
Strategy’, the Research and innovation Strategy
2020-2024 defined that Horizon Europe

will dedicate at least 35 % of its budget to
climate-related actions, contributing to the gen-
eral 30 % budgetary target of the Commission.
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Social issues

For a long time, the Commission and Mem-

ber States lacked the definition of social tar-
gets (job creation and employment excluded),
especially in the fields of health and wellbeing®®.
While the proposal for the 8™ EAP monitoring
framework aims to integrate indicators to track
progress for wellbeing, resilience and just tran-
sition, both indicators and targets for these are
missing.

Only recently, at the Porto Social Summit, EU
leaders, social partners and civil society
representatives endorsed the Commission’s
proposal to create a new set of measurable
social targets to be achieved by 2030'. Those
targets of the European Pillar of Social Rights
are set out in the European Skills Agenda, the
Council Recommendation on Vocational educa-
tion and training', and in the Council Resolution
on the European Education Area': at least 78 %
of the population aged 20 to 64 should be in
employment by 2030; at least 60 % of all adults
should participate in training every year; the
number of people at risk of poverty or social
exclusion should be reduced by at least 15 mil-
lion by 2030.

11




Transformation Policy Report #4 A compass towards 2030

3. The ViSiOIl fOI' a beyond Moving forward, we recommend further elaboration

of an overarching narrative and dashboard that en-

GDP daShboard sures a balance between the three political priori-

ties of environmental sustainability, a resilient and

The window of opportunity for advancing the dis- jgijtal economy and wellbeing. In the following, we

cussion of prioritising social, environmental, and  (ofer to this political summary as a “beyond GDP”
economic indicators and create concrete propos-  §5shboard.

als is now. Decisionmakers are now discussing in tri-
logue the 8™ EAP, where the EU Parliament®” is call-

ing to establish a set of beyond GDP indicators which . .
measure progress towards a sustainable wellbeing 3.1 Expectatlons and deSIgn

economy. Furthermore, the resilience dashboards, criteria for a beyond GDP
announced in the 2020 Strategic Foresight Report®s,
are an important step towards a more integrated ap- dashboard

proach for measuring wellbeing and sustainability be- ) . L
yond GDP. In addition, the Commission still must de- An overarching political summary of existing indi-

velop the dashboard for the European Green Deal. cators in the way that is presented in Figure 2 can
meet a variety of needs and expectations that we

have collected in an internal workshop with Com-

The beyond GDP mission members in July 2021/ as well as through
dashboard as bilateral exchanges. In order to improve sustainabili-
a political sum- . Cha ..
mary of beyond Dashboards for ty, prosperity, well-being and health of citizens across
GDP headline single governance Sectoral 27 Member States, progress towards targets needs
indicators. processes dashboards to be monitored consistently across these Member
States. To be politically relevant, such a dashboard
Resilience should meet several expectations which we translat-
Dashboards —_ ed into concrete design criteria that should charac-
| pollution terise a beyond GDP dashboard. These are present-
ed in Box 3.
— 8"EAP [
| | Climate &
Energy Plans
EU Semster | Box 3: Design criteria for a beyond GDP
| &RRF dashboard
Beyond
GDP — — Biodiversity
dashboard 1. Consistent: Avoid additional administrative
— SDbGs burden by reflecting the integration of
| circular beyond GDP as a political summary of
Social economy indicators with the EGD Dashboard. Ensure
| Scoreboards the consistency of indicators in comparison
to other dashboards and avoid overlaps
T between indicators. Add value compared to
T the 8™ EAP which fails to include overarching
social and economic indicators. To be
Figure 2: Illustration of the relation of the beyond GDP consistent with existing dashboards, it
dashboard to the existing dashboards should capture their essence as well as

ii  The workshop collected input on the criteria for an EGD dashboard. As the participants highlighted the need to include
social, environmental and economic indicators in a balanced way, the criteria for the EGD dashboard also apply for a
political summary of indicators.
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sector- and topic-specific processes such
as Zero Pollution, climate and energy plans,
and biodiversity. The dashboard should also
embed the “leave no one behind” principle
into a series of overarching social objectives
as well as qualify the resilient economy we
need in the future.

2. Systemic: Adopt a holistic and systemic
approach to capture the essence of existing
dashboards, picturing the changes in the
economy and society and thereby help
manage tensions between policy objectives.
The dashboard should enable decision-makers
and citizens to quickly grasp the EU’s most
important trends and enable readers to easily
identify important interconnections between
policy objectives that need to be balanced,
ensuring a balance between the economic,
social and environmental dimensions.

3. Long term: build the dashboard around
2030 targets with the objective of making
this dashboard a political tool for tracking
progress made under this Commission and
beyond, and steer policymakers towards the
long term.

4. Transformative: point at the core priorities
to accelerate the a green and just transition
towards a resilient economy

5. Impact focused: Focus on measuring the
impacts and outcomes of policies needed to
reach the 2030 targets rather than the policy
outputs.

6. Up to date: From a technical point of view,
the dashboard should utilise the most
advanced existing indicators.

7. Easy to understand: In order to drive political
action and support decision making, the
indicators should be easy to interpret, and
the number of indicators should be limited
to 20—30. It should help mainstream social
and environmental indicators throughout
the Commission and Member States as well

A compass towards 2030

as give a clear visual representation of the EU’s
priorities. The dashboard should address the
right audience with a compelling narrative and
visualisation that can speak to both policymakers
(at the EU and national levels) and to EU citizens.

In addition to the criteria for the dashboard as a
whole, experts mentioned several fundamental cri-
teria for the selection of single indicators, such as
robustness, timeliness, breadth of coverage, align-
ment with policy targets, transparency, and accessi-
bility to everyone. This complements the RACER cri-
teria from the better regulation guidelines and tool-
box¢® (see 3.2). The most important criteria for the
dashboard and the selection of indicators are sum-
marised in Table 1 below.

Types of criteria Description

Technical criteria | robust; frequent; up to date; easy to
measure; broad geographical coverage;
sound scientific basis; quantifiable

Political criteria focus on transformative action; clear
directionality; accepted by policymakers

Audience policymakers in the EU Commission;
policymakers in Member States; EU
citizens; media

Table 1: Criteria for the selection of single indicators

3.2 Monitoring in public policy:
important considerations

Beyond these specific criteria, there are important
aspects to be taken into account when designing
a monitoring dashboard for public policy. Many is-
sues related to the design of policy monitoring are
discussed within the better regulation guidelines
(BRG). With the BRG, the European Commission sets
standards for preparing new initiatives and managing
existing legislation”. The better regulation “Toolbox”
(BRT) is designed to complement the guidelines with
specific operational guidance. Tool #41 within the
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BRT provides guidance on monitoring arrangements
and indicators. This tool lays out important consider-
ations for monitoring a policy intervention.

When considering how to design the monitoring of a
policy, several aspects need to be considered:

e What to measure: to monitor progress towards
an objective at hand, a set of indicators must
be defined. According to Eurostat, a [statistical]
indicator is defined as “the representation of
statistical data for a specified time, place or any
other relevant characteristics, corrected for at
least one dimension so as to allow for meaning-
ful comparisons””. Indicators are the backbone
for setting targets and monitoring achievements
of EU policies. Databases are published by
government statistics agencies like Eurostat in
the EU, as well as by the OECD, the World Bank,
the IMF, and the institutions of the UN. The BRT
highlights some criteria to assess the quality of
an indicator. This includes the availability and
quality of data to measure a certain indicator.
Furthermore, the Toolbox suggests that indica-
tors should follow the RACER criteria in being
relevant to the objectives, accepted by staff and
stakeholders, credible for non-experts, easy to
monitor, and robust against manipulation. Proxy
indicators can be used where underlying causal
links are well understood to monitor things that
are difficult to measure.

Where to measure: When deciding on indicators
it is also important to determine the precise
point of a causal chain that needs to be
measured. Looking at the interplay of policy and
how it affects the real-world options includes,
for example, the amount of policy outputs (e.g.,
enforcement of a law for congestion pricing), the
outcomes from those outputs (e. g., fewer cars
on the road at peak times), the impact of those
results (e.g., a reduction of car-based emissi-
ons), the compliance with the policy (business
compliance, court cases pursued) or contextual
information that considers developments pos-
sibly influenced by the policy intervention but
not intended by it”2. One could also look at the
interplay of the economy and the environment,

A compass towards 2030

as captured in the DPSIR framework. DPSIR
describes interactions between society and

the environment through policy choices by
examining driving forces, or needs, pressures
on the environment, states of the environments
affected (physical, chemical and biological
conditions), impacts on ecosystems and human
health, and political responses. This is the
method adopted by the European Environment
Agency” and is a strong framework for working
with environmental indicators.

How to measure: There are various types of
indicators that can be used for monitoring.
Indicators can be of quantitative (defined by
numbers) or qualitative (defined by qualities,
such as “strong” or “weak”) nature. Multiple
indicators can also be combined in an index, or
a composite indicator. These typically measure
concepts that are multi-dimensional and cannot
be captured by a single indicator’*. Some indica-
tors measure relative progress (e. g., emissions
by GDP) and can provide information about the
severity of a tension between objectives. In
contrast, ultimate goals usually use absolute
indicators like absolute carbon emissions,
species lost, people at risk of poverty, etc.

How to present results: After considering why
and how to monitor policies, it is important to
consider how to present results. The easiest
way is to simply present the number of the indi-
cator, either for a given year or as a time series,
which is usually the case, e. g., in the Social
Scoreboard’®. However, this lacks information
on whether the indicator is moving in the right
direction at sufficient speed. One way to deal
with this is by using targets that represent goals
to strive for, such as “reach climate neutrality
by 2050”. Measuring the distance to target

as the distance from a point in time to a goal’
simplifies the interpretation of the indicator
value. By measuring the distance to a target, we
can ensure that the scale and pace of progress
is on track to reach that target””.
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4. Applying Doughnut
Economics to monitor a
beyond GDP agenda

This report aims to present a proposal for a beyond
GDP monitoring dashboard. For this, we take inspi-
ration from Doughnut Economics as a framework for
the selection and presentation of indicators.

The Doughnut Economics framework aims for a bal-
ance between social and environmental policy ob-
jectives and already has high-level support in the
EU, including from Executive Vice President Maros
SefEovit’ and the Strategic Foresight report™. It has
also been discussed across the Commission with-
in the informal cross-departmental working group
“Doughnut for Europe”® during a workshop in March
2020. Additional experience from its application in

Material footprin¢
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policy comes from cities such as Amsterdam who are
applying the concept®.

Doughnut Economics provides a comprehensive
and integrative framework to analyse policy im-
pacts on ultimate social and ecological ends. The
inner ring of the Doughnut represents the social foun-
dation, below which lies a critical deprivation of as-
pects of a good life and a strong society. The outer
ring represents the ecological ceiling, above which is
an overshoot of planetary boundaries and a critical
risk of planetary degradation which hinders the pos-
sibility to sustain a good life and society in the 21st
century. Between these two rings is the safe and just
space for humanity (see Figure 3)8. Downscaling the
Doughnut for a context such as the EU supports pol-
icymakers by reflecting tensions and trade-offs be-
tween different policy objectives, as meeting a so-
cial threshold in one area could entail environmental

uonnjjod 11y

c:
iog al

A,
0l)y;
v 1t

Phase out of
armfy| subsidies

Figure 3: The Doughnut
as a visualisation for the
EU’s social, economic and
environmental challenges
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pressures elsewhere, as well as co-benefits between
policy areas, e. g., improved health as a result of low-
er air pollution®3.

In this chapter, we present the indicators and cor-
responding 2030 targets selected for an overarch-
ing beyond GDP dashboard based on the Doughnut
Economics framework. These indicators aim to un-
derpin the notion of the “sustainable wellbeing econ-
omy” as demanded by the European Parliament in
its report on the 8™ EAP®4, the “economy of wellbe-
ing” put forward by the EU Council®, the Commis-
sion’s plan to “put sustainability and the well-being
of citizens at the centre of economic policy” as laid
out in the Communication on the European Green
Deal®, or a “regenerative and distributive economy”
as phrased by Kate Raworth?®”.

With this selection of indicators, we aim to meet
the criteria for the beyond GDP dashboard as de-
fined in chapter 3.1 in a way that meets the re-
quirements for visualising them in a Doughnut (de-
tails in chapter 4.2). We integrated indicators from
existing dashboards as often as possible. In some
exceptional cases, we suggest further indicators. As
many of the Commission's priorities go far beyond
those of the past (e.g., the goal of a resilient econo-
my), we see the need to develop new indicators from
existing data and to integrate them consistently into
existing monitoring dashboards.

We complement the original Doughnut framework
with additional indicators for policy levers and eco-
nomic enablers to capture both potential areas for
investments and the characteristics of a resilient
economy’ and provide substance to the notion of a
“regenerative economy” used by the European Com-
mission®8, In doing so, we want to address the chal-
lenge that the Doughnut in its original form, with
its focus on purely environmental and social goals,
makes it difficult to apply in economic DGs such as
ECFIN or GROW.

A compass towards 2030

4.1 Indicators underpinning a
beyond GDP dashboard

The indicators and targets used and presented in
the following table are structured along the ecolog-
ical ceiling (environmental indicators), social foun-
dation (social indicators) and policy levers as well
as economic enablers (economic and sectoral indi-
cators). The environmentalindicators strongly relate
to the idea of planetary boundaries and are in line
with the 8" EAP, the EGD priorities and the environ-
mental SDGs. The social indicators capture the core
aspects of the social foundation of Europe in line
with the Social Pillar and the social SDGs. They rep-
resent ultimate social objectives that underpin the
notion of a European Union that is “reflective, deter-
mined and caring”® and leaves no one behind. The
indicators for policy levers as core characteristics of
aresilient and regenerative economy are a deviation
from the original idea of the Doughnut as explained
in the introduction of this chapter. References here
include the 8™ EAP, the European Semester and the
Resilience Dashboards but also new indicators we
propose. It is here that policymakers will also find
intervention areas for addressing the drivers of to-
day’s environmental and social challenges.

You will find the selection of indicators on the next
pages. The rest of the chapter explains the rationale
behind the selection process and presents the over-
laps with existing dashboards.

4.1.1 Environmental indicators and
targets

The selection of environmental indicators is in-
spired both by the priorities of the EGD and the ob-
jectives and headline indicators of the draft mon-
itoring framework for the 8t EAP. In addition, we
aimed for consistency with the environmental SDGs,
namely SDG 12 on responsible consumption and
production, SDG 13 on climate action, SDG 14 life
below water and SDG 15 on life on land. The priori-
ties of the 8™ EAP are presented in Box 4.

iii  These indicators build on previous recommendations on the measurement of the resilience dashboard:

https://zoe-institut.de/en/publication/3636/
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Box 4: Distance-to-target and gap monitoring —

In its communication on the European Green
Deal, the Commission outlined 11 priorities:

1. Climate neutrality: Climate neutrality until
2050

2. Zero pollution: A zero-pollution ambition
for a toxic free environment

3. Nature protection: Preserving and restoring
ecosystems and biodiversity

4. Just transition: Leave no one behind

5. Circular industry: Mobilising industry for a
clean and circular economy

6. From farm to fork: A fair, healthy and
environmentally-friendly food system

7. Clean energy: Supplying clean, affordable,
and secure energy

8. Sustainable mobility: Accelerating the shift
to sustainable and smart mobility

9. Energy-efficient buildings: Building and
renovating in an energy and resource-
efficient way

10. Finance: Financing the transition

11. Innovation: Mobilising research and
fostering innovation

The 8t EAP monitoring framework includes the
following categories:

Climate mitigation

Climate adaption

Circular Economy

Zero Pollution

Biodiversity

Reducing environmental and climate
change pressures

Enabling framework

8. Living well within planetary boundaries -
regenerative economy

cahwNPE

N
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To distinguish which EGD objectives should be part
of the ecological ceiling, and which fall under the
categories of socio-economic indicators or policy
levers, we used the DPSIR framework (see 3.2).
This is the method adopted by the European Environ-
ment Agency®® and is a strong framework for work-
ing with environmental indicators.

An example of DPSIR in action is a situation in which
fossil energy production (driving force) emits CO2
(pressure) that changes the CO2 concentration in the
atmosphere (state), leading to temperature increas-
es (impact). The societal response to this could be
increasing renewable energy production (response).
Here, both the driving force and the response have
strong links to the structure of the economy (includ-
ing mobility, energy, food systems and built environ-
ment) and are therefore not suitable to be represent-
ed as part of the ecological boundaries, but rather as
part of the indicators representing policy levers and
the resilient economy (see 0). The environmental in-
dicators instead correspond to indicators on pres-
sures. This is a slight deviation from the planetary
boundaries framework, but in line with the reasoning
of other downscales of the Doughnut®?.

Against this background, we use only indicators (see
Table 3) that represent the 8" EAP’s environmental
objectives (numbers 1-5, see Box 4). With relation to
the EGD, the indicators capture to the associated eco-
logical pressures from the following priorities: circu-
lar industry, Farm to Fork, clean energy, sustainable
mobility, and energy efficient buildings.
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Label for
dashboard =

Indicator
name

Publisher

Target 2030
[unit]

A compass towards 2030

Justification of target

GHG
emissions 1

GHG
emissions 2

Air pollution

Excessive
fertiliser use

Land take

Material
footprint

Blue water
use

GHG
emissions

GHG
emissions

Air
pollutants
(PM2.5)

Gross
nutrient
balance for
agricultural
land

Net land
take

Material
footprint
per capita

Water
exploitation
index, plus

Eurostat
(DEMO_GIND,
ENV_AIR_GGE)

Eurostat
(DEMO_GIND,
ENV_AIR_GGE)

Eurostat
(ENV_AIR_EMIS)

Eurostat
(AEI_PR_GNB)

EEA

OECD

Eurostat
(sdg_06_60)

-55 [%]
EU target

-62 [%]
Scientific
target

MS specific
[%]

0 [kg of
nutrient per
hectare]

331 [km?
of sealed
surface]

14,117 [kg]

10 [%]

Table 2: Selected indicators and targets for the ecological ceiling

Target is derived from the European climate law and Euro-
pean Climate Target plan. One of the biggest priorities of the
EGD is to reduce these emissions by 55 % from 1990 levels
by 2030 in line with the net zero objective by 2050.

Several studies demonstrated that the fair share of the EU to
reach the goal of the Paris Agreement should be a reduction
of between 60 and 65 %°?2°3%4. Based on calculations from
Climate Action Tracker and calculations made with the
Carbon budget calculator, a 62 % reduction was found to be
the minimum to reach the goal set by the Paris Agreement
for 2030°5%. Moreover, a study by Cornet et al. (2018),
showed that the EU could reach this target of 62 % if best
practices are applied by the MS?7.

National Emission Reduction Commitments (targets for
2020-2029, and after 2030) for SO2, NOx, NMVOC, NH3,
and PM2.5 have been set for 2005 under the National
Emission Ceilings Directive, reducing the percentage of EU
population exposed to concentrations above the WHO guide-
line values. The base year is 2005 for comparison. The NERC
formulates reduction targets on MS level. New guidelines
have been released by the WHO in September 2021 setting
an annual average limit of 5 pug/m? for PM 2.5%.

There is no clear target for gross nutrient balance. However,
as a value above 0 indicates a net intake of nutrients into the
ecosystem leading to eutrophication, the target is set to 0
and a value below 0 indicates a low soil fertility?®. Concrete
EU targets include the reduction of losses of nutrients from
fertilisers by 50 % by 2030, resulting in the reduction of

the use of fertilisers by at least 20 % (indicative) as part

of the EU Farm to Fork Strategy. In the past, the Seventh
Environment Action Programme (7th EAP) called for further
efforts to manage the nutrient cycle more sustainably and to
improve the efficiency of the use of fertilisers.

The most recent yearly land take of the EU is 425 km? and

a goal has been set through the Roadmap to a Resource
Efficient Europe (COM(2011) 571) to reach net zero land
take by 2050. Using interpolation, the target value for 2030
is 331 km? of yearly land take. The target was allocated

to each MS depending on their share of the EU population
(more information on the MS targets can be found in annex).

The EP recently called for a target for the EU’s material
footprint target'. A scientific target was calculated by
interpolation between the most recent EU material footprint
20,043 kg per capita and the target from Bringezu (2015) for
2050 of 5,000 kg per capita®. Thereby the material foot-
print corresponds to per capital raw material consumption
both for consumed products produced inside and outside
the EU.

Over 40 % corresponds to severe water scarcity, between
20 and 40 % indicates water scarcity, between 10 % and
20 % represents moderate water scarcity and below 10 %,
low water scarcity. Based on these scientific targets and for
countries to prevent future worsening (especially linked to
climate change'®?), the target was set to 10 %,
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Consistent with

Q
o £
< 3] 2
wi a9 (%) (O] S
. £ S o ] [a] a ()]
Label Indicator name 0 w o x 0 n x
Climate neutrality;
GHG Emis- clean energy,
sions 1 & 2 GHG Emissions Climate mitigation sustainable mobility, 13 13
energy-efficient
buildings
Air pollution | Exposure toair Zero Pollution Zero Pollution 11 11
pollutants (PM2.5)
Biodiversity Lo . .
pressure Net land take Biodiversity Nature protection 15 15
Material Material footprint Cir'cglar Econo.my, Bigdiversity, ) )
Footprint per capita ~.L|V|ng well W|th|n climate bounda- | Circular industry 12
ries — regenerative economy
Blue water Water exploitation | 7o.5 pollution, biodiversity Nature protection 6 6
use index, plus
Excessive Gross nutrient . Lo . Nature protection, 12,
retiliceruse balgnce for Zero pollution, biodiversity farm to fork 13,
agricultural land 155

8t EAP: 8" Environmental Action Programme; RES: Resource Efficiency Scoreboard; SDG: Sustainable Development Goals;
SDG EU: Consistent with Eurostat SDG indicators; RD: Resilience Dashboards

Table 3: Consistency of indicators selected with the EU's environmental priorities

The objective of climate adaptation is not included
in this proposed framework as this falls under the
“response” category of the DPSIR framework. How-
ever, due to their environmental significance, we also
included indicators on blue water use (water exploita-
tion index, plus), and one on phosphorous and nitro-
gen use (gross nutrient balance for agricultural land).
As part of the planetary boundaries!®, both topics
strongly relate to the EGD objective of nature protec-
tion1%, In adding these indicators, we also do justice
to the SDGs, in particular SDG 14 (life below water)
and SDG 15 (life on land).

If needed, the indicators selected here could eas-
ily be replaced by two others from Eurostat’s SDG
monitoring framework¢. However, for both indica-
tors it is easy to agree on the definition of a “good”
value; when the “Gross Nutrient Balance” is higher
than 0, it means the soil is degraded due to an excess
of nutrients and when it is lower than 0, it has a low
fertility due to a lack of nutrients®’. Therefore, the

best value is 0. For the water exploitation index plus,
levels of water scarcity have been determined. A “wa-
ter exploitation index, plus” above 40 % corresponds
to severe water scarcity, between 20 and 40% wa-
ter scarcity, between 10 and 20 % moderate water
scarcity and under 10 % low water scarcity*®. Con-
sequently, to prevent a potential worsening with cli-
mate change, the EU should aim for target of at most
10 %. Most of these indicators are also included in
the Resilience Dashboards and/or the Resource Effi-
ciency Scoreboard.

While all indicators are in line with the RACER cri-
teria (see chapter 3.2), a caveat is that the data
available is not always up to date. Indicators such
as air pollution, land take and material footprint on-
ly have data up to 2018 as the data is only published
every two to three years, in contrast with others for
which data is collected annually. Moreover, the indi-
cator “raw material consumption” per capita from
Eurostat displays much smaller values than the data
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Target

Label for 2030

dashboard = Indicator name Publisher [unit] Justification of target

Health Self-reported unmet needs for Eurostat 0 [%] This target has been set to 0% in the EU sustainable development report
health care (total per MS) (HLTH_SILC_08) which tracks the progress of the EU MS towards the SDGs*%°. This matches

the target of SDG 3 on Good Health and Wellbeing (3.8) of which the main
argument is to “Achieve universal health coverage”*1.

Leisure Long working hours in main job  Eurostat (Ifsa_qoe) 0 [%] According to the OECD, long working hours can have impacts on the amount

of leisure and can thus decrease the wellbeing of an individual***. Therefore,
0% would be a reasonable target for this indicator.

Community Persons who have someone to Eurostat 100 [%]  According to the OECD, “quality of life is also about relationships”.**? That

discuss personal matters (ILC_SCP18) is why in their better life index, the community aspect and having relatives
that are there for you are important factors*3. This target is reasonably
100 % since the EU average was 91.9, and 93.8 respectively*4.

Digital skills Individuals who have basic or Eurostat 80 [%] The new European Pillar of Social Rights Action Plan set a target of 80% of
above average digital skills (tepsr_sp410 the population aged between 16 and 74 with at least basic digital skills.

isoc_i)

Education 1 Tertiary education attainment Eurostat 45 [%] The Council Resolution (2021/C 66/01) sets the EU target for the tertiary
as share of population aged (sdg_04_20) education attainment as measured to be at least 45 % by 2030 for the
25-34 population aged between 25 and 34 years old.

Education 2 Share of adults participating in Eurostat 60 [%] The European Commission has proposed a target of 60 % of adults partic-
education and training annually  (trng_aes_101) ipating in training annually by 2030. It is planned to be adopted as part of

the new European Pillar of Social Rights Action Plan in Q4 of 2021.

Income & Employment rate age group Eurostat 78 [%] The European Commission has proposed an employment target of 78 % of

work 1 20-64 as a share of total (LFSI_EMP_A) the population aged 20 to 64 for the EU to reach by 2030 to be adopted in
population the new European Pillar of Social Rights Action Plan in Q4 of 2021.

Income & People at risk of poverty or Eurostat 17 [%] The European Commission has proposed to reduce by 15 million the number

work 2 social exclusion (sdg_01_10) of people at risk of poverty or social exclusion by 2030. Since, there were

around 91 million people at risk in 2019, which corresponds to 20.9 % of the
EU population. With a reduction of 15 million people, this would correspond
to around 17 % of the EU population in 2030 (more explanation on this
target can be found in Annex). However, the decrease needed in each MS
depends on their share of population out of the total EU population. This will
be adopted in the new European Pillar of Social Rights Action Plan in Q4 of
2021.
Gender Gender employment gap Eurostat /2 [unit]  The target that will be adopted in Q4 of 2021 in the new European Pillar of
equality (LFSI_EMP_A) Social Rights Action Plan is to halve the gender employment gap compared
to 2019.
Political voice | Voter turnout The_International 77 (%] As there is no target from either the EU nor a scientific target, the threshold
Institute for was defined as the average of the top 5 performers as explained in Section
Democracy and 4.1.1.
Electoral Assis-
tance (IDEA)

Housing cost Housing cost overburden Eurostat (ilc) 12 [%] There is no official EU target, and the EU average is around 32 %. Therefore,
ratg tbr |)ncome F Uil 0% seems an unrealistic target for 2030. Thus, the average of the 5 best
quintrie performers was calculated as explained in Section 4.1.1.

Food Inability to afford a meal Eurostat 0 [%] This target is not part of existing legislation, but in line with SDG 2 (2.1) on
with meat, ch|c_ke{1, fish (or (HLTH_DMO30) zero hunger which states “ensure access by all people [...] to safe, nutritious
vegetarian equivalent) every and sufficient food all year round”*s.
second day

Mobility Self-rep_orted unmet needs for Indicator proposal 0 [%] This target is based on SDG 11 (11.2) on sustainable cities and communities
mobility" which has the objective to “provide access to safe, affordable, accessible

and sustainable transport systems for all”*¢.

Table 4: Selected indicators and targets for the social foundation

iv  This indicator does not exist, but we argue for its creation.
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from OECD, while they are both measuring material
footprint. This means that if used with the data from
Eurostat, the target should be adapted. Nevertheless,
the OECD data was chosen because the Eurostat da-
taset only include 11 Member States.

4.1.2 Indicators for the social
foundation

Prioritising social objectives or the key components
of human wellbeing is not as straightforward as the
ecological, as the concepts at hand are not as ma-
ture as those in the environmental debate. Many
different frameworks for understanding social pro-
gress and wellbeing exist, covering a range of the-
ories on wellbeing, justice, equity and human needs.
Prominent examples include the capability approach
from Amartya Sen*'” and Martha Nussbaum?*® or the
concept of needs and satisfiers from Manfred Max-
Neef11?,

Politically we draw on two main sources to derive
a set of social indicators in Table 4.: The Europe-
an Pillar of Social rights and the social Sustainable
Development Goals. Only in a few exceptions do we
add further indicators, especially to cover the “leave
no one behind” principle. Thereby we refer to the rec-
ommendations on indicators by Oko-Institut and Tri-
nomics which were commissioned by DG ENV2°,

4.1.2.1 The pillar of social rights and their
integration with the SDGs

The Pillar of Social Rights that has been enforced
at the Gothenburg Summit in 2017 and denotes the
natural point of departure in our search for a selec-
tion of social indicators. The Pillar is about deliver-
ing on social rights by building on 20 key principles??*
and steering Member State action towards three are-
as: equal opportunities and access to the labour mar-
ket, fair working conditions, and social protection and
inclusion®??, In line with the recently published Por-
to Declaration®?®, important steps for its implemen-
tation are outlined in the European Pillar of Social
Rights Action Plan that also covers a list of headline
targets?4,
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These are:

e An employment rate of at least 78 % in the EU

e At least 60 % of adults attending training
courses every year

e Reducing the number of people at risk of social
exclusion or poverty by at least 15 million
people, including 5 million children

The Action Plan highlights the relevance of these
targets and the overarching principles of the Social
Pillar for the recovery from the COVID-19 crises:
targets should “guide policy decisions in the Member
States and their regions, including in the context of
National Recovery and Resilience Plans under the Re-
covery and Resilience Facility (RRF)”. The three tar-
gets that are consistent with and represent a subset
of the 20 principles that are covered by the Social Pil-
lar are: equal opportunities, fair working conditions,
and social protection and inclusion. To measure pro-
gress against these principles, the Commission pub-
lished the Social Scoreboard in 201725, which pro-
vides a time-series for a set of headline and sub-in-
dicators across the three dimensions??¢.

In parallel, the SDGs are another important frame-
work to inform the selection of the social objec-
tives. The EU SDG indicator set builds on key indica-
tors from high-level scoreboards of EU policies. For
example, 9 of 14 headline indicators and 8 supple-
mentary social scoreboard indicators are also used
for EU SDG monitoring*?’. These capture SDGs 1, 3,
4,5, 8 and 10. In 2020 the Commission announced
it would fully integrate the SDGs into the EU Semes-
ter??8, While this momentum has lost traction due to
the pandemic???, the 2020 Country-Specific Reports
from the European Semester also capture the SDGs
represented by the Social Scoreboard®3°. The links
are captured in Table 5.

To represent the core topics of the Social Score-
board and cover SDGs 1, 3, 4, 5, 8 and 10, we chose
the indicators presented in Table 5 and Table 6 for
the beyond GDP dashboard. This selection also de-
pended on the availability of available targets. The ar-
ea of the Social Scoreboard (SS) that is reflected by
the indicator is presented in the third column.
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Area of the Social Scoreboard

Respective SDG

A compass towards 2030

Equal Opportunities (EO)

opportunities for all

SDG 4: Ensure inclusive and equitable quality education and promote lifelong learning

SDG 5: Achieve gender equality and empower all women and girls
SDG 10: Reduce inequality within and among countries

Fair Working Conditions (FW)

SDG 8: Promote sustained, inclusive and sustainable economic growth, full and
productive employment and decent work for all

Social Protection and Inclusion (SP)

SDG 1: End poverty in all its forms everywhere
SDG 3: Ensure healthy lives and promote well-being for all at all ages

Table 5: Areas of the Social Scoreboard and their relation to the SDGs according to the EU Semester Country Reports of 2020

Label

Indicator name

PS

Income & work 1

Employment rate age group 20—-64 as a share of total
population

Consistent with

Income & work 2

People at risk of poverty or social exclusion

Tertiary education attainment as share of population aged

Education 1 25-34

Education 2 Share of adults participating in training annually

Health Self-reported unmet needs for health care (total per MS)
Gender equality Gender employment gap

Digital skills

Individuals who have basic or above average digital skills

Food

Inability to afford a meal with meat, chicken, fish
(or vegetarian equivalent) every second day

Housing cost

Housing cost overburden rate by income quintile
(first quintile)

Mobility Unmet needs for mobility (placeholder)
Community Persons who have someone to discuss personal matters
Leisure Long working hours in main job

Political voice

Voter turnout

|_
2 )
[=] S [=]
(] (O] [=] (O] [a]
%) 2] n w x
8 8
1 1
4 4
4 4
3 =
5 5
4 4
2
1,11
11
11
8
16

PS: Porto Summit; SS: Social Scoreboard; SDG: Related Sustainable Development Goals; SDGEY: Coherent with EU SDG indicator;
EGD JT: Just Transition; FW: Fair working conditions (Social Scoreboard); EO: Equal Opportunities (Social Scoreboard);
SP: Social Protection (Social Scoreboard); ~: very similar indicator

Table 6: Selected indicators and labels for the social foundation from the Social Scoreboard, the SDGs and other sources
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Equal opportunities of the Social Scoreboard are
represented by three indicators. Education is rep-
resented through two indicators to ensure peo-
ple have access to equitable and quality education
through all stages of life: “share of adults participat-
ingintraining annually” measures the share of people
aged 25 to 64 who stated that they received formal or
non-formal education and training in the 12 months
preceding the survey®®!, “Tertiary education attain-
ment as share of students” represents full- and part-
time students in public and private establishments in
school-based general education and vocational edu-
cation/training®32. Moreover, having equal opportuni-
ties through the lens of gender equality in mind, we
looked at SDG 5, “achieve gender equality and em-
power all women and girls”, which is reflected in the
indicator “gender employment gap,” defined as the
difference between the employment rates of men and
women aged 20—-6433, In this selection, an indicator
for inequality (SDG 10) is not included, as this will be
covered through one of the economic indicators (see
chapter 4.1.3).

Fair working conditions that follow SDG 8 are re-
flected in the indicator “employment rate”. The rate
is defined as percentage of employed persons in the
age of 20 to 64 who worked at least one hour for pay
or profit during the reference week or were temporar-
ily absent from such®34,

The third area is Social Protection and Inclusion
which links to SDG 1. “People at risk of poverty or so-
cial exclusion” is the indicator chosen here that cor-
responds to the sum of persons who are, for example,
at risk of poverty after social transfers or severely ma-
terially deprived or living in households with very low
work intensity*3®, Moreover, the issue is represented
through the indicator “self-reported unmet needs for
health care” (SDG 3). This metric is defined as the
total self-reported unmet need for medical care due
to financial barriers, waiting times or too large of dis-
tance to travel3¢,

While the Social Scoreboard covers important so-
cial objectives, several important aspects of well-
being are lacking here when compared to the list
of socially-relevant SDGs. These are, in particular,
SDG 2 (no hunger), SDG 7 (affordable and clean en-
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ergy), SDG 11 (sustainable cities and communities)
and SDG 16 (peace and justice). As part of the SDG
monitoring, Eurostat provides data for all these indi-
cators®¥.

Despite the environmental and social relevance of
SDG 2 (no hunger), Eurostat mainly monitors eco-
nomic and environmental aspects of hunger. Thus,
we have added the social indicator “inability to afford
a meal with meat, chicken, fish (or vegetarian equiva-
lent) every second day”*3®, This indicator would ena-
ble tracking progress against SDG 2, zero hunger.

The access to energy (SDG 7) is captured by two indi-
cators. The indicator “people at risk of poverty or so-
cial exclusion” includes “arrears on utility bills” as one
elementindicating severe material deprivation and the
“housing cost overburden rate” is based on the total
housing of which the utility bills are an element.

In contrast to Eurostat, we interpret the social im-
portance of cities and communities slightly differ-
ently. The Eurostat indicators for SDG 11 (cities and
communities) measure the quality of living conditions
and living environment. We focus our monitoring on
the strength of social networks through the indica-
tor “persons who have someone to discuss personal
matters”. The OECD considers that relationships are
an important factor for the quality of life®°. In 2018,
75 million4® people in Europe felt socially isolated.
In fact, loneliness and the importance of social rela-
tionships have become even more visible throughout
the pandemic®,

For measuring SDG 16 (peace, justice and strong
institutions) we have selected the indicator “voter
turnout” rather than one of the Eurostat indicators.
Voter turnout is defined as the total number of votes
cast (valid or invalid) in executive power elections
(presidential or parliamentary) based on the type of
government in the country#2. In terms of sustainabil-
ity, itis important that citizens feel that they can have
an impact on their society for them to feel represent-
ed**3, We assume voter turnout is a good proxy for
measuring the overall agreement and trust in a polit-
ical system, similar to the indicator “population with
confidence in EU institutions” that is used by Eurostat
and DG COMM. As we aim to develop dashboards for

23



Transformation Policy Report #4

each Member State, the Eurostat indicator lacks the
Member State perspective. If needed, this indicator
could also easily be replaced with other indicators
from the EU’s SDG monitoring dashboard.

Looking at the overall selection of indicators from
the SDGs and the Social Scoreboard in Table 6, two
important aspects are missing. First, important
essential needs are not covered, namely the af-
fordability of mobility and housing. Both play a par-
ticular role for implementing the “leave no one be-
hind” principle of the European Green Deal. Statis-
tics on household expenditure in the EU show that
housing and transport are the two largest expenses,
representing 23.5% and 13.1 % of total household
expenditure respectively***. This highlights the im-
portance of these two social aspects. While we need
to switch to a greener economy with a larger share of
renewables in our energy consumption for transport
and utilities and more energy efficient buildings, this
needs to come with affordable prices for the transi-
tion to be just.

For mobility, there is a lack of data that represent
unmet needs for mobility in a similar vein as the in-
dicator “self-reported unmet needs for health care”.
However, there exists a best practice example in Swe-
den where data on “self-reported impairment, self-
reported barriers to the use of public transport, and
self-reported experience of avoiding public transport
(bus, rail)” was collected*s. This is why we include a
placeholder indicator here.

For housing we selected the indicator “housing cost
overburden rate by income quintile”. This indicator
is calculated by observing the share of the popula-
tion living in households for which the total housing
cost represents more than 40 % of the total house-
hold disposable income?*. The housing cost overbur-
den has also been applied by DG EMPL in their Em-
ployment and Social Development Report 2019 that
highlighted some of the hotspot areas from the green
transition on fairness4’.

Second, while the employment indicators give a
strong indication on the level of employment, the
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quality of employment is not captured. We address
this through the indicator “long working hours in
main job”, defined as percentage of employed per-
sons usually working 49 hours or more per week.
Working time can have a number of implications on
quality of employment. First, earnings are understood
in relation to the time spent at work, and excessive-
ly long working hours and atypical working time pat-
terns often adversely affect the physical and mental
well-being of the worker. An out-of-balance time allo-
cation for work and non-working life can have a neg-
ative impact on well-being#814° Due to the threshold
for working hours counted as “long” at 49 hours, the
target value for the indicator is reasonably zero, which
makes it a suitable candidate for our dashboard. In
addition, this indicator also captures the work-life
balance, a concern that is of high importance across
Europe, with a fifth of Europeans saying they are not
satisfied with their own work-life balance in 20185°.
The OECD identifies that by potentially decreasing the
amount of leisure, long working hours can affect well-
being'. While this selection is subjective, other op-
tions could be, for example, “precarious working con-
ditions” or “employees by flexibility of their working
schedule”. Further options can be found in the “qual-
ity of life” indicator set published by Eurostat*s:.

In summary, our selection provides a consistent nar-
rative of what social progress means for Europe. With
a few exceptions, our selection thus represents a sum-
mary of the SDGs and the Social Scoreboard. Some of
the indicators also overlap with the Resilience Dash-
board, as Table 6 demonstrates. In line with the Social
Pillar, social progress implies that all Europeans have
equal opportunities to participate in prosperity and to
adapt to the changing demands of a green economy.
They should also have the opportunity to apply their
skills and creativity in their profession. Their standard
of living should be at least high enough that they are
not afraid of poverty, nor of losing access to essential
basic goods such as energy, housing, water, mobility,
and food. However, beyond material security and for
the benefit of psychological resilience and health, a
stable social base is needed, which involves time for
and access to social relationships, as well as a health
system that meets people’s needs.

v The OECD identifies that by potentially decreasing the amount of leisure, long working hours can affect wellbeing.
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4.1.3 Policy levers and
economic enablers for
aresilient economy

As an operationalisation of social and ecological ob-
jectives alone is not sufficient for the framework to

be applicable to economic policy and DGs such as

ECFIN or GROW, we complement the original Dough-
nut framework with additional indicators to capture

both potential areas for investments and the charac-
teristics of a resilient economy''. They aim to provide

substance to what Kate Raworth defines as the “regen-
erative and distributive economy” —a term that strong-
ly resonates with the narrative of a “regenerative econ-
omy” used by the European Commission.
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4.1.3.1 Intervention areas and
policy levers

The first part of the indicator set draws from both
the enabling framework in 8" EAP*52 and the objec-
tive to reduce environmental pressures. In addition,
these indicators also capture the EGD priorities which
represent important policy levers for transformative
change such as in the areas of mobility, food, hous-
ing, energy and industry as well as the enabling con-
ditions of the EGD “financing the transition”.

For clean energy we chose the indicator “share of
renewables in final energy consumption”. Unfortu-
nately, data for the “share of renewables in primary

Consistent with

Resilience & 2
. enhancement ;_” 8 . 8 8 a
Label Indicator name feature © w w 0 0 [~
Renewable Sha_lre of renewables Ability to Reducing environmental
in final energy ; Clean energy 7 7
energy : transform and climate pressure
consumption
Reducing environmental
Public Share O.f bgsses Ability to a.n.d climate pressure, Sustainable
and trains in total living well within climate o 11 11
Transport transform . mobility
passenger transport boundaries - regenera-
tive economy
Circular Circular material use | Ability to Reducing environmental | Circular 12 12
economy rate transform and climate pressure industry
Reducing environmental
. . - and climate pressure,
Dl Area under organic | Ability to living well within climate | Farm to fork 2 2
agriculture farming transform h
boundaries - regenera-
tive economy
Phase out Enabling framework,
Fossil fuel support as | Ability to Living well within Financing the
of harmful . . L 12
. a share of GDP transform climate boundaries — transition
subsidies :
regenerative economy

8" EAP: 8" Environmental Action Programme; SDG: Sustainable Development Goals; SDGEY: EU-relevant SDG;
RD: Resilience Dashboards ES: European Semester Green Scoreboard (unpublished)

Table 7: Indicators measuring investment areas and policy levers

vi These indicators build on previous recommendations on the measurement of the resilience dashboard:
https://zoe-institut.de/en/publication/3636/
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total energy consumption” — which would be more
comprehensive — was not available. The latter would
also capture energy use for mobility, housing, indus-
trial processes and agriculture compared to electri-
cal energy only.

For mobility we opted for an indicator that meas-
ures the importance of public transport. This se-
lection excludes other important kinds of transport,
e.g., electric cars or freight transport. However, we
think that the share of public transport fits better to
the need of a transformation of provisioning systems
(transformation) rather than only a change in tech-
nology (adaption). As such, it is better suited to rep-
resent the idea of a resilient economy (see chapter
4.1.3.2).

The circularity of the economy is measured through
the circular material use rate. This indicator is calcu-
lated by dividing circular use material by the total ma-
terial use. The total material use is the sum of the total
domestic material consumption and the circular ma-
terial use. The circular use of materials the amount of
material recycled domestically minus the material im-
ported for recycling plus the waste that is exported for
recycling abroad. An increase in circular material use
rate represents an increase in the substitution of pri-
mary materials by secondary materialss3. While the
material footprint is focused on the emissions linked
to the lifecycle of materials, this indicator captures in-
stead the aspects of circularity or reuse of materials.
Itis animportant indicator to monitor the progress to-
wards a circular industry. An increase in circular use
rate will usually translate to the decrease of the mate-
rial footprint and GHG emissions in general.

To include the food system, we use the indicator
“area under organic farming”. This indicator is cal-
culated as the share of the area under organic farming
out of the total utilised agriculture area. Both the area
currently under organic farming and being converted
to organic farming are considered in the area under
organic farming?®*, It reduces or even avoids the use
of chemicals from fertiliser, pesticides, use of antibi-
otics for livestock and losses of nutrients. It therefore
can improve the Gross Nutrient Balance of agricultur-
al soils. This indicator can monitor progress of the Ze-
ro Pollution and Farm to Fork strategy.
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In addition to these sectoral indicators that paint
a picture of what kind of economy the EU is mov-
ing towards, we chose one indicator that relates to
public finance: harmful subsidies. “Fossil fuel sup-
port” can be either a direct transfer or a tax expendi-
ture from a government to fossil fuel consumers, ser-
vices or producers and it is calculated as a share of
GDP?55, Fossil fuels are “coal, petroleum, natural gas,
oil shales, bitumens, tar sands, and heavy oils”?%. It
is necessary to bring the support to fossil fuels to an
end in order to reach the 2030 climate objectives; the
energy use contributes to 75% of man-made GHG
emissions®®’. Therefore, halting subsidies to the fos-
sil fuel industry would impact production and con-
sumption of fossil fuels and consequently reduce
GHG emissions. Public finances are an important le-
ver to steer and promote a green transition%8, Alter-
native candidates for this indicator can be found in
the unpublished draft of the green scoreboard for the
EU semester and the SDGs, as for example “the share
of environmental taxes”.

These indicators are all related to a specific EGD
objective and are consistent with the 8" EAP and
the resilience dashboards. All except harmful sub-
sidies are covered by the EU SDGs. This highlights
the importance of those indicators as policy levers
for change.

4.1.3.2 Measuring progress towards
aresilient economy

To be relevant in the context of the Recovery and
Resilience Facility, the second part of the set of in-
dicators provides our understanding of the charac-
teristics of a resilient economy. As such, the met-
rics capture important aspects of the resilience dash-
boards but also of the Green Scoreboard, which the
Commission plans to incorporate into the European
Semester.

In line with the Strategic Foresight report 2020 we
define resilience as “the ability not only to withstand
and cope with challenges, but also to transform in
asustainable, fair and democratic manner”*5%, Most
conceptual literature considers a variety of capacities
necessary to prove resilient. Roughly, it can be differ-
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entiated between three main capacities, namely ab-
sorption, adaptation and transformation?¢°,

The literature also presents a variety of resilience
enhancement features?¢* that can ensure these re-
silience capacities. Important features include!?:

1. storage capacities and buffers

2. the substitutability of inputs (e. g., switch from
coal to renewables) that is determined through:
a. the dependency of the economy on certain

inputs measured through the degree of
concentration (e. g., many trade partners to
provide access to grain or only one trade
partner)

b. creativity and innovation to make use of a
different set of inputs to ensure an economic
outcome (e.g., use renewables rather than
fossil fuels to drive a car)

3. the ability to transform how the economy
ensures certain societal outcomes (e. g., fulfil
the need for mobility) by incorporating new
ways for provision (e. g., use car sharing rather
than individual transport for travel).
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The adaptability of the economy through a high de-
gree of creativity as well as technological and so-
cial innovations is measured through two indica-
tors, both of which also relate to the EGD objective
“research and innovation”. First, “R &D investments”
captures the degree of creativity of the economy.
Both the green transition and the provision of phys-
ical infrastructure, social infrastructure and produc-
tive facilities require continuous investments. A tar-
get of 3% of GDP has been set for R&D expenditure.
The “eco-innovation index” as part of the proposal for
the Green Scoreboard of the EU Semester has some
overlaps with the R&D indicator. The “eco-innova-
tion index” is a composite indicator made up of 16
indicators, and is calculated as the unweighted av-
erage of those indicators. These 16 indicators cov-
er four themes which include eco-innovation inputs,
activities, outputs, socio-economic outcomes and re-
source efficiency outcomes. Nevertheless, in contrast
to R&D investments it observes the quality of the in-
vestments rather than the quantity.

The second resilience enhancement feature of ad-
aptability - that is, degree of concentration - is rep-
resented by three economic indicators: the Eco-
nomic Complexity Index, the labour/ profit share,
and trade partner concentration.

Consistent with

o =
< 2 E

ili w
. Resilience s 8 g - I
Label Indicator name enhancement feature © w n @ L
Innovation 1 Eco-innovation index Creativity Enabling framework 9 X
Innovation 2 Research and development Creativity Enabling framework 9 9 X

expenditure (% of GDP)

Production
diversity

Economic Complexity
Index

Degree of concentration

~Living well within
climate boundaries — 9
regenerative economy

Labour income share as a

Power balance percent of GDP

Degree of concentration 10

Trade
independence

Trade Partner Concentra-
tion Index (HHI)

Degree of concentration

~Living well within
climate boundaries - 9
regenerative economy

8t EAP: 8" Environmental Action Programme; SDG: Sustainable Development Goals; SDGEY: EU-relevant SDG;

RD: Resilience Dashboards; EGD IN: Innovation

Table 8: Indicators for monitoring a resilient economy
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The “Economic Complexity Index” (ECI) is used here
as a proxy for the degree of concentration of the pro-
duction structure. As such, it stands for the adaptabil-
ity of the economy. The index is calculated by Harvard
Growth Lab to “assess the current state of a coun-
try’s productive knowledge”%3, The economic com-
plexity “measures the knowledge of a society in terms
of the products it makes”. It is calculated based on
the diversity of a country’s exports and on how many
countries can produce these exports. This is where
the know-how is important. The ECI gives a score of
each country based on their complexity. The higher
the complexity is, the higher the score®4. Increas-
ing complexity of Member States’ production struc-
ture increases their capability to produce things they
have not produced before. This enables their econo-
my to adapt more easily to mid- to long-term trends
in changing demand patterns. Furthermore, the ECI
captures aspects of international competitiveness
that are important for any open economy to ensure
material wealth generation and job security. As a met-
ric for the diversity of the production structure, the in-
dex stands for qualitative aspects of competitiveness
rather than price competitiveness!®. A downside to
the ECI is that it can be quite complex to understand
for a non-expert public affecting its credibility.

In a similar vein, the labour/ profit share (also called
wage share), is used to measure labour market con-
centration. The labour/ profit share corresponds to
the ratio between the income from labour and prof-
its of GDP in nominal terms?®. Labour market con-
centration means that a small number of compa-
nies are dominating the hiring in a specific market¢’.
Moreover, studies have shown that in the UK, high la-
bour market concentration levels have been linked
with lower salaries and a decorrelation between wag-
es and productivity. Research also shows a negative
correlation between overall market concentration
and labour share!®®, In the US, a large drop in labour
share has been seen in the markets where there has
been a higher increase in concentration®®. The rea-
son is that economic profits increase in more concen-
trated markets due to monopsony or monopoly power,
which is reflected to a lower wage share. This is es-
pecially true for sectors without collective bargain-
ing agreements’®, Consequently, the indicator also
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stands for the degree of power imbalance between
employers and employees.

In addition, the labour/ profit share also captures is-
sues of inequality. Known as the Bowley’s law, a sta-
ble share of labour income was considered a “stylised
fact” of economic growth, with steep drops observed
after the neoliberal reforms in the 1980s'7. The wage
share shows how the distribution of income changes
over time, which is why it also stands at the core of
Piketty’s “first law of capitalism”172,

The last indicator is the trade partner concentra-
tion, measured by the Herfindahl-Hirschman Index
(HHI)'”3. The HHI usually measures the degree of
market concentration for a specific industry or sec-
tor?7, We used both import and export trade data to
calculate the index based on the UN Comtrade Data-
base!’s. The indicator shows how concentrated the
trade network of an economy is. A high degree of con-
centration (with 100 % as the highest possible val-
ue) comes with two downsides that make the econ-
omy overall less resilient. First, imports and exports
of a country depend solely on this one partner. If the
relationship breaks away all imports and exports are
affected, which poses a high risk for maintaining the
level of production. Second, the number of trade part-
ners is politically relevant. The fewer actors a country
depends on the more leverage these partners have in
negotiations, which affects the degree of freedom the
country has in its economic and trade policy.

We are aware that these indicators represent a
quite substantial deviation from the indicators that
are currently used in economic monitoring. While
R&D and eco-innovation are indicators that are com-
monly used in different monitoring dashboards, most
of these indicators would be new additions to the se-
lection of economic indicators. However, the commit-
ment to resilience rather than just economic growth is
justas important a paradigm shift. To do justice to this
ambition, new indicators are needed to describe the
new course of action. With our reasoning and these
prototypical ideas, we hope to have provided a first
impetus that can enrich the discussion on the struc-
ture and composition of a resilient economy.
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Target
Label for 2030
dashboard = | Indicator name Publisher [unit] Justification of target
Innovation 1 Eco-innovation index Eco-Innovation 154 As there is no target from either the EU nor a scientific target, a target
Observatory [Score] was set based on the average of the best 5 performers. The approach
(EIO), Eco-Inno- is described in Section 4.1.1.
vation Scoreboard
(Eco-IS) and the
Eco-Innovation
Index
Innovation 2 Research and development  Eurostat 3 [%] The target for R&D of 3 % of GDP stems from the March 2002
expenditure (% of GDP) (RD_E_GERDTOT) Barcelona European Council and was initially for 2010. It was then
reconducted in the Europe 2020 Strategy as an objective for 2020.
Production ECI index Harvard Growth 1.81 As there is no target from either the EU or a scientific target, the
diversity Lab [unit] threshold is defined as the average of the top 5 performers as per the
approach described in Section 4.1.1.
Power balance | Labourincome share as a ILO 70 [%] The Bowley’s law which states that the wage share should be constant
percent of GDP over time was believed to be a stylised fact of economic growth?7¢.
The labour income share was about 70 % in 1970s, with a steep drop
observed after the neoliberal reforms in the 1980s”7 while the GDP
per capita kept increasing?’s.
Phase out Fossil fuel support as a OECD 0 [%] Annual reduction targets in Fossil Fuel subsidies. The EU Parliament
of harmful share of GDP by and the Council of the EU support the proposal in the 8t EAP of
subsidies 2025 phasing out all direct and indirect fossil fuel subsidies by 31 December
20257,
Trade Trade Partner Concentra- UN Comtrade 22 [%] As there is no target from either the EU or a scientific target, the
partner tion Index (HHI) Database threshold is calculated as the average of the top 5 performers accord-
diversity ingly with the approach described in Section 4.1.1. The EU Commission
has defined guidelines for HHI on market concentration and mergers.
They consider the risk low at below 31 % and begin considering
the change in HHI when it reaches above 31 % and take even more
considerations at above 44 %?€°,
Renewable Share of renewables in final ~ Eurostat 40 [%] This target is derived from the European Energy Directive. The aim by
energy energy consumption (NRG_IND_REN) the Renewable Energy Directive is to reach a share of 32 % of renewa-
bles by 2030 and the more recent aim from the Fit for 55 package is a
more ambitious share of 40 %. The latter was selected for the EU since
it is the most recent. Nevertheless, the MS have different targets based
on the Renewable Energy Directive. An increase of the target has been
proposed as part of the fit for 55 package, which we use here. Thereby
the national targets on MS level have been adjusted, using the same
proportion as in the European energy directive.
Public Share of busses and trains Eurostat (TRAN_ 25 [%] Increase public transport ridership by 25 % by 2030. Target is derived
transport in total passenger transport  HV_PSMOD) from Think2030 report by the IEEP*? and informed by the non-binding
targets of the Transport 2050 strategy “shift to rail the majority of long
and medium distance passenger road transport” by 2050. There is no
specific EU target but the current EU27 average is around 17 %.
Circular Circular material use rate Eurostat 24 [%] The target from the new Circular Economy Action Plan is to double the
economy (cei_srm030) circular material use rate by 2030. For the EU this means a 24 % target
if we take 2019 as the base year. It is difficult to allocate this target to
each member on a specific criteria and MS have already very different
rates with some having already high rates. Therefore, it was decided to
apply this target of 24 % to every MS.
Organic Area under organic farming  Eurostat 25 [%] This target of 25 % of agricultural land under organic farming by 2030
agriculture (SDG_02_40) comes from the EU Farm to Fork Strategy.

Table 9: Selected indicators and targets for a regenerative, distributive and resilient economy
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4.2 Formal characteristics for a
beyond GDP Doughnut

To be able to downscale the Doughnut to the EU, we
first must understand some key technical character-
istics of the Doughnut and their implications for the
selection of indicators.

4.2.1 Defining targets, thresholds and
boundaries

To develop a Doughnut, it is not sufficient to have
only indicators; the Doughnut also requires tar-
gets. These targets are needed to define the “safe
and just space” where the EU’s economy can thrive.
In the case of the environment, the targets present
boundaries that the EU should not overshoot. In the
case of the social indicators, the targets can be inter-
preted as thresholds, where non-compliance leads to
ashortfall. If the indicator value lies below the thresh-
old, a shortfall occurs. For the policy levers and eco-
nomic enablers, the target can either be a threshold
or a boundary depending on the indicator.

We focused our selection of indicators on those (see
Table 2, Table 4 and Table 9) where we can refer to
existing EU targets for 2030. If targets are no longer
up to date—as in the case of the EU2020 strategy

YES
The target is
YES defined for 2030
NO
Indicator has
an EU target
—YES
NO Indicator has

a sientific target

-

Figure 4: Process for defining targets
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targets—we interpolate their value to 2030. 2030 is
the timeframe set for all targets we have defined ex-
cept for harmful subsidies where the target should be
reached by 2025.

Where existing EU targets were missing, we prior-
itised indicators for which the target can reasona-
bly be set to an absolute value (e.g., risk of pover-
ty rate at zero) or — where possible — added scientif-
ic targets from the literature. Scientific targets for the

global level were downscaled to the EU level using the

population share in 2021 as an allocation key. The sci-
entific targets should therefore be seen as ideal pro-
posals that are not yet politically endorsed but rather
can inform debates and need to be downscaled prop-
erly to 2030. In the case of greenhouse gas emissions,
we added a scientific target for 2030 next to the polit-
ically agreed target. The scientific target also reflects

global equity considerations (such as the fair-share of

the EU’s carbon budget according to its population?8?),

If this approach did not work, the target was set by
taking the average of the top 5 best performers as
was done to measure the progress of some SDG in-
dicators in the Europe Sustainable Development Re-
port®®3, The targets are then used to calculate a nor-
malised distance-to-target value for all MS. This pro-
cess is shown in Figure 4. We then chose suitable la-
bels to reflect the aspirations, which sometimes dif-
fer from the terms used in the indicator title.

Use this target

Interpolate to 2030

YES

Use this target
Target is defined for 2030

Interpolate to 2030
NO

YES

Use this target

An absolute value can be
selected (e.g. 0 or 100 %)

Lo

Take the average of the
top 5 performers
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4.2.2 Harmonisation to enable
comparison

In order to allow the comparison of indicators be-
tween countries and across the stages of their evo-
lution, we needed to harmonise them. For the evolu-
tion of the indicators to be comparable across Mem-
ber States, they need to be expressed in the same unit.
Our approach builds on O’Neill et al*84, For each indi-
cator we calculate an Index Value (IV) which shows
how far a Member State is away from its target for
2030. In other terms, it shows by how much it over-
shoots the boundary or falls short from the threshold
associated to the indicators.

For the environmental indicators with a boundary, it
is calculated as follows and can be interpreted as the
factor of overshoot:

Boundary indicators (e. ., environmental): V=%

Here, x is defined as the most recent value for a spe-
cificindicator provided by the data source and b is the
boundary associated to this indicator. Values greater
than 1 indicate overshoot and are visible, while val-
ues below 1 are not displayed in the figures. As this
approach doesn’t work for the indicator of excessive
fertiliser use and harmful subsidies (target=0), the IV
is calculated differently as is described in the Annex.
In this approach, there is no maximum value for the
overshoot. That makes visualisation difficult, as the
space for graphics is usually limited. Therefore, we
cut off any overshot at the value of 2.5.

Box 5: Example for calculating the
environmental index values

Greece had a “Water exploitation index, plus” of
39.37% in 2017. The boundary we chose for this
indicator is 10 %. Therefore, we get: IV=393%0=
3.937. The index value indicates that the most
recent “Water exploitation index, plus” of Greece
is 3.937 times larger than the target it should
achieve by 2030. Consequently, the whole area
for the indicator is filled with colour showing that
the maximum of 2.5 is reached, even if the actual
overshoot is larger than 2.5 (see 5.3).

Seeing the wood for the trees

The social wedges in the doughnut visuals are clipped
at the social threshold (i.e., zero), although the nu-
merical values can be greater than zero. Similar to
O’Neill et al., we normalise the social indicators. The
worst-performing value equals -1 (wedge is dis-
played as fully yellow), while the threshold is as-
signed the value of 0 (wedge is not yellow). The rea-
son for a negative IV of social indicators is that when
a shortfall occurs, a wedge fills up toward the centre
of the doughnut. This is the opposite of what happens
with biophysical indicators. Thereby, IV >0 indicates
that x>t: the threshold is reached, and the indicator
is within the safe and just space. In this case we set
the indicator to 0. If IV<0, a shortfall occurs.

Threshold indicators: IV="%"%x,...
The numerator is calculated in two ways. Where
possible we calculated the numerator from the dif-
ference between the target and the worst possible
share (t-Xyorsi, €. 8., fOr the indicator “people who have
someone to discuss personal matters”, the worst
case would be 0 %). For all indicators except “gender
equality”, the worst possible share is 0 %.

Box 6: Example for calculating the social
index values

The most recent data on the “Share of popula-
tion who have the ability to afford a proper
meal every second day” in Denmark is 95.7 %.
The target for this indicator is 100 %. The worst
possible share is 0 %. Thus, r=100-0=100.
This gives us an IV =@00-9574,=-0.043. This
means that Denmark is 4.3 % away from its
target for 2030.
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5. Beyond GDP portraits
for the EU and selected
Member States

Using the methodology and reasoning outlined in

chapter 4, we developed six exemplary portraits dis-
playing the performance of the EU27 as well as five

Member States for these indicators. We chose these

countries (Italy, Greece, Poland, Denmark, and Roma-
nia) to demonstrate a variety of income levels and a

geographical spread across the EU. We thereby lim-
it ourselves to the description of the data, as a proper
interpretation and assessment of the countries’ por-
traits would go well beyond the scope of this report.
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5.1 The EU 2030 portrait

The portrait in Figure 5 presents the EU’s current
progress towards the targets set for the indicators
for 2030 and as such, the EU’s performance towards
reaching a safe, resilient and just space.

Any overshoot (yellow) above the ecological ceiling
indicates a transgression of ecological targets for
2030. The maximum overshoot equals a factor of 2.5,
indicating that the current status of the indicator val-
ue is 2.5 times higher than the target for 2030. The
largest overshoots happen in the case of GHG emis-
sions 1 &2 and material footprint. The GHG emis-
sions in 2019 have been reduced by 24 % compared

uorinpod 1Y

Phase out of
harmfy[ supsidies

Figure 5: The EU 2030 portrait
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to 1990. While this is a strong achievement it is still
far from the ambition of the EU of 55 % reduction by
2030 which requires an additional reduction of 31
percentage points within a period of only 11 years
(the reduction gap equals 39 percentage points if the
EU would aspire to reach the fair share target). More-
over, given the strong dependence of the EU’s mate-
rial consumption not only within but especially out-
side the EU, the material footprint taking into account
these resources embedded in trade corresponds to
almost 3 times the target for 2030. For land take the
target is overshot by a factor of 1.3. Nevertheless,
the EU has achieved a 26 % reduction in air pollution
which is more than its target and faces low levels of
water scarcity. However, this situation is different in
single Member States as we will describe below.

The yellow wedges below the inner green ring (so-
cial foundation) indicate a shortfall regarding the
EU’s social objectives for 2030. The magnitude is in-
dicated by the size of the yellow area. Shortfalls oc-
cur for all social indicators of the EU (except mobili-
ty which is highlighted in grey due to lack of data, see
explanation in chapter 4.1.2.1). However, the mag-
nitude of the shortfall varies from 3.1 to 30 percent-
age points beyond the 2030 target, the largest being
health and digital skills. In 2014, more than 27 % of
the population reported unmet needs for health care
inthe EU and in 2019 close to half of the population of
the EU was still lacking basic or above average digital
skills. While these are the highest shortfalls, other is-
sues like 20 % of people at risk of poverty, or 32 % of
people that are spending more than 40 % of income
on housing, or 6 % of people not having someone to
talk to about personal matters show that there is lot
to do, both for ensuring material security and access
to essential goods and services as well as commu-
nity and social cohesion. As we will show in the next
sections, each member state performs differently on
each of these dimensions.

The interior “dough” of the Doughnut represents the
policy levers and economic enablers. The more the
slice is filled with green, the better the state of the in-
dicator. If the entire slice is green, this indicates that
the indicator’s 2030 target is achieved. The top three
with the biggest gaps are the circular economy, or-
ganic agriculture, the phase-out of harmful subsidies

A compass towards 2030

and renewable energies. Only about 8% of the agri-
cultural land was under organic farming in 2019, this
is 17 percentage points less than the EU target for
2030. Also, regarding the energy transition, the gap
to achieve the 2030 target of 40% becomes clear-
ly visible: to date, renewable energy only accounted
for 19.7 % of final energy consumption. The numbers
are similar for the circular material use rate with a gap
of 50.8 percentage points until the target for 2030.
These numbers strongly underline the importance of
the high ambitions of the European Green Deal and
the contribution of the policy levers and economic en-
ablers to close these gaps.
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5.2 Italy 2030 portrait

Italy has its largest overshoots of planetary bound-
aries for GHG emissions and excessive fertiliser use,
and also has a large overshoot for blue water use. Ac-
cording to the datafrom 2019, Italy would still need to
decrease its GHG emissions by 38 percentage points
to reach the EU target and by even 45 percentage
points to reach the scientific target by 2030. Moreo-
ver, its level of blue water use indicates moderate wa-
ter scarcity®®®. On the other hand, it has achieved the
targets for air pollution and land take.

Regarding the social foundations, Italy’s shortfalls
are larger than those of the EU. The largest shortfalls
are for digital skills and health much like the EU, but
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large shortfalls also occur for tertiary education at-
tainment and adult training and housing cost. More
than half of the Italian population did not have ba-
sic or above average digital skills in 2019. Moreover,
35 % of the poorest quintile of the population suf-
fered from an overburden of the housing cost (more
than 40 % of their total disposable income).

Finally, for the policy levers and economic enablers,
Italy is the furthest away from its targets for phase-
out of harmful subsidies, R &D investments, renewa-
ble energy and organic agriculture. Only 17 % of the
energy consumed in Italy came from renewable en-
ergy in 2019; their target requires a doubling of that
number by 2030. They also need to double efforts on
R&D to catch up with the EU’s target of 3 %.
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5.3 Greece 2030 portrait

Greece has larger overshoots of planetary bounda-
ries than the EU for all indicators and 2030 targets
except for air pollution. Its overshoot for blue water
use is the second largest in the EU behind Cyprus. The
level of its “water exploitation index, plus” was very
close to 40% in 2017, indicating severe water scar-
city®, Its material footprint overshoots the target by
a factor of almost 2.

For the social foundations, Greece has smaller short-
falls for tertiary education (Education 1) and commu-
nity than the EU. It is 2 percentage points away from
the EU target on tertiary education and 96 % of its
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citizens have someone to discuss personal matters.
Nevertheless, it has very large shortfalls for housing
cost and adult training (Education 2). More than 85 %
of the population within the first income quintile suf-
fered from an overburden of the housing cost in 2019
(see what housing cost overburden meansin 4.1.2.1).

Regarding its policy levers, Greece is very far from
the targets for circular economy, phase-out of harm-
ful subsidies and production diversity. It had the larg-
est amount of fossil fuel subsidies by percentage of
GDP, the worst Economic Complexity Index score
within the EU and a rate of material circularity of only
around 3.2 % in 2019. On the positive side, it has the
best level in the EU in terms of trade independence.

D]

o

Ayye
19pud

uonnjjod 1Y

%ica

0/09

1t/

ﬁo/_
7

35



Transformation Policy Report #4

5.4 Poland 2030 portrait

The doughnut of Poland has higher overshoots than
the EU for material footprint, GHG emissions and land
take. Regarding the fair share of GHG emissions and
land take, the overshoot equals a factor of 2. Poland
has also an overshoot for air pollution.

Its largest shortfalls for the social foundation are in
adult training, digital skills, and health. 66 % of the
population did not have basic or above average digi-
tal skills in 2019 and 32 % of the population reported
unmet needs for health in 2014. However, it has al-
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most achieved the target on “people at risk of pover-
ty or social exclusion”; it is only 5 percentage points
away from reaching the target.

In terms of policy levers and economic enablers, it
lags especially far behind on the targets for organic
agriculture, innovation 1 &2, renewable energy, and
circular economy. Only 8 % of its energy consumption
came from renewable energy sources and organic ag-
riculture covered only 3.5 % of its total agricultural
land in 2019. It also had the second worst eco-inno-
vation index in the EU and is almost 60 percentage
points away from the target for this indicator.
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5.5 Denmark 2030 portrait

While Denmark has already achieved two targets and
is very close to achieving six others within the social
foundation, it is only within one ecological bound-
ary with material footprint, GHG emissions and ex-
cessive fertiliser use being far above the planetary
boundaries. Its material footprint is 1.7 times larger
than the target. Additionally, it has one of the largest
overshoots on the nutritional balance in the EU and
the 5th worst level of air pollution.

Denmark has already reached the EU target for ter-
tiary education, has a high voter turnout around of
76 % (beyond threshold) and 96 % of its population
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could afford a proper meal every two days in 2019.
Additionally, itis already above 95 % in terms of peo-
ple having someone to discuss personal matters and
people having long hours in main job. Nevertheless,
housing cost is an issue and it overburdened almost
60 % of the population within the poorest quintile
in 2019.

Denmark is also rather close to achieving most of the
targets that refer to policy levers and economic en-
ablers, except that of circular economy and organ-
ic agriculture. It has the third highest level of eco-in-
novation in the EU and the third lowest level of fos-
sil fuel subsidies.
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Figure 9: Denmark 2030 portrait
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5.6 Romania 2030 portrait

Romania has a slightly opposite picture to Denmark.
While it stays within most of the 2030 environmen-
tal targets, Romania has not achieved any of its so-
cial thresholds.

However, Romania still has one of the worst levels of
air pollution in the EU; it still needs to decrease its
air pollution by 20 percentage points. Furthermore,
it overshot the target for land take by a factor of 2.3.
Looking at this from a time series perspective, the
good performance on the GHG target results from the
breakdown of the Soviet Union and the associated
breakdown of industries.

Interms of social foundations, it especially falls short
for tertiary education attainment, adult
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training, political voice and digital skills. Only 26 % of
the Romanian population aged between 25 and 34
years old had successfully completed their studies
in 2020. 61 % of the population lack basic or average
digital skills and Romania has the lowest voter turn-
out in the EU. However, Romania performs well on
the issues of leisure and community, and only 2 % of
the Romanian population worked more than 50 hours
per week in 2019.

Additionally, Romania especially lags far behind in
terms of the targets for circular economy with a rate
of only 1.3 % and organic agriculture since only about
3% of its agricultural land is covered by organic ag-
riculture. It also has the lowest % of GDP invested in
R&D in the EU. On the other hand, it has one of the
highest shares of buses and trains in total passen-
ger transport.

uorznjjod 1V

38



Transformation Policy Report #4

5.7 Comparisons between
Member States

In Figure 11 we present a graph for the performance
of all Member States on the social, environmental and
economic indicators. The y axis displays the number
of boundaries transgressed and the x axis the num-
ber of thresholds transgressed. The size of the bubble
represents the number of policy levers and enablers’
targets which are not achieved (the number next to
the country name indicates this number).

Figure 11 gives an indication of how far the countries
are from the goal of reaching the social, environmental
and economic targets for 2030. It shows that all coun-
tries are far away from their 2030 goals, which calls for
ambitious and transformative action for the coming

A compass towards 2030

decade and shows the scope of the challenge ahead.
Sweden and the Netherlands are the closest to
reaching the 2030 targets. Nevertheless, regarding
the policy levers and economic enablers, both have
only achieved one of the targets. On the other hand,
Cyprus seems to be the country the furthest away
from the safe, regenerative, and just space since it
has transgressed all the planetary boundaries, has
only achieved two social thresholds, and has not
achieved any of the policy levers and economic en-
ablers’ thresholds. Estonia is the country which is
transgressing the fewest environmental boundaries
with only two of them transgressed while the Nether-
lands and Sweden are the countries with the most so-
cial thresholds achieved, and Germany has the most
policy levers and enablers achieved with three total.

Ecological
boundaries
transgressed
Cyprus, 10
7 Czechia, 9 —@ Poland, 10
Spain, 10 Greece, 9 Hungary, 9
6 - Denmark, 10—@ \®
Finland, 9 Bulgaria, 10
Slovenia, 10~_ Luxembourg, 8 Italy, 10
5 = Netherlands, 9 Malta, 10@ EU, 10
Sweden, 9 France, 10 | Ireland, 10
Slovakia, 9 Austria, 8 Croatia, 10  Portugal, 10
4 1 /@ @ &Lm 10
Belgium, 8 Germany, 7 Lithuania, 10 Romania, 10
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Estonia, 10
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Social
0 T T T | thresholds
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Figure 11: Boundaries transgressed and thresholds achieved for the EU and each Member State
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6. Evaluation of the proposal
against the design criteria

The aim of this report is to develop a proposal on
how to develop a beyond GDP in a way that does
justice to the systemic challenge of achieving the
EU’s 2030 objectives, and at the same time limits
additional monitoring burden on the EU Commis-
sion and Member States. Combining headline indi-
cators from different processes and policy areas in a
beyond GDP dashboard would ensure the dashboard
doesn’t come with much additional effort for the EU
Commission and Member States. It would avoid po-
tential gaps and inconsistencies and simplify the re-
porting from Member States. By having them present-
ed together, policymakers would be able to quickly
grasp trends and support management of trade-offs
and tensions between policy objectives. This propos-
al focuses on the transformative measures for econ-
omy and society, qualifying the resilient economy we
need in the future, moving beyond GDP.

Forthe beyond GDP dashboard proposed in this report,
we began choosing indicators which corresponded to
political priorities of the EU. For environmental indi-
cators, we chose at least one indicator for each EGD
objectives (see chapter 4.1.1 for further explanation).
Socio-economic and wellbeing aspects should be key
elements of a beyond GDP dashboard, thus we added
indicators covering the social and wellbeing aspects
of the SDGs and the Porto Summit on the European
Pillar of Social Rights (see chapter 4.1.2 for more de-
tail). As explained in chapter 4.1.3, social and ecolog-
ical objectives alone are not enough to meet the cri-
teria of a systemic approach. As such, we developed
a set of characteristics of a resilient economy to both
inform the further development of the RRF and drive
the selection of indicators.

How the indicators relate to existing political priori-
ties and dashboards can be seen in Figure 12.

To limit the administrative burden, we see great po-
tential in thinking about the beyond GDP dashboard
not in isolation, but as an integration with the EGD
dashboard. Thereby, the dashboard can add value by
summarising the headline indicators and related tar-

A compass towards 2030

gets of the 8th EAP, the relevant SDGs, the Social Pil-
lar, the Resilience Dashboards and the European Se-
mester. As explained in chapter 4, most of the indi-
cators chosen are already suggested for the moni-
toring of those processes. As such, the indicators se-
lected are all internationally recognised and consist-
ent with the RACER criteria set by the Better Regula-
tion guidelines.

The strength of our approach is that it fulfils all the cri-
teria that have been formulated by members of the
European Commission (see Table 10 that builds on
the description of criteria in chapter 3.1).
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e SDG 3: Good health and wellbeing
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e SDG 5: Gender equality

European Green Deal

e Climate Neutrality
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o Just transition
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e Farm to fork
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o Climate mitigation
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@ SDG 12: Responsible consumption and production
@ sDG 13: Climate action

@ SDG 15: Life on land

@ SDG 16: Peace justice and strong institutions

European Social Pillar of Human Rights

1 Equal opportunities
2 Fair working conditions

3 Social protection and inclusion
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New Indicators | ()

Figure 12: The relation of indicators selected to the EU’s political priorities and dashboards
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Criteria for a
beyond GDP
dashboard

A compass towards 2030

How is the criterion fulfilled?

Consistent

The dashboard focuses on the existing political priorities of the Commission and
incorporates the existing targets set at the EU level for 2030. 80 % of the indicators
we have selected are relevant headline indicators from existing EU dashboards.

In some exceptions, additional socio-economic indicators serve as a proposal to
monitor a resilient economy.

Systemic

The dashboard is composed of 30 indicators in total, including 7 biophysical indi-
cators, 13 socio-economic indicators and 10 policy levers and enablers. It includes
indicators for the success of the "leave no one behind” pledge as well as sectoral
changes through economic provisioning systems (e. g., mobility, agriculture, energy,
circular material use). As such, the dashboard enables decisionmakers and the public
to quickly grasp the EU’s most important trends and identify important interconnec-
tions between policy objectives that need to be balanced.

Long term

Most indicators of the dashboard are already used to monitor EU policy objectives
and targets towards 2030. Where needed the dashboard proposes ideal targets for
the 2030 to fill gaps based on recent academic literature to encourage EU policy-
makers to agree on EU targets, e. g., material footprint, phasing out energy-related
environmental harmful subsidies.

Transformative

The dashboard brings together a sectoral and economic angle on economic progress
with an assessment of both environmental and social outcomes. As such, it points
at the core priorities to accelerate the transition towards a resilient and regenerative
wellbeing economy.

Impact focused

The dashboard focuses on measuring the impacts and outcomes of policies needed
to reach social, economic and environmental targets for 2030 rather than the policy
outputs.

Up to date

Allindicators used in the dashboard are recognised as some of the most advanced
indicators and are collected by internationally-renowned institutions such as
Eurostat, ILO, OECD, European Institute for Gender Equality, The International
Institute for Democracy and Electoral Assistance, Eco-Innovation Observatory, and
the Harvard Growth Lab.

Easy to under-
stand

Through using a distance-to-target approach, relying on indicators whose inter-
pretation is straightforward, and applying the Doughnut Economics framework, the
dashboard becomes easy to understand and accessible for a non-expert public, the
EU and its MS.

Table 10: The evaluation of the proposal against the design criteria for a beyond GDP dashboard
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7. Discussion

In this report, ZOE proposes a beyond GDP dashboard
based on the Doughnut Economics framework that
meets seven criteria that are fundamental to make it
politically successful. This dashboard should be con-
sistent with existing dashboards, systemic, long term,
transformative, impact-focused, up to date and easy
to understand.

7.1 The choice of indicators

We are conscious that every selection of indicators
has its strengths and weaknesses. It is important to
note that there were many possible indicators that
would encompass the different topics of the dash-
boards available. As such, many of the indicators dis-
cussed could be easily replaced by others. There was
also a difficulty of prioritising between indicators as
we wanted to keep the total number of indicators se-
lected at maximum of 30, while ensuring that we cov-
ered all relevant political topics. Compared to the 8
EAP, this beyond GDP dashboard includes only se-
lected headline indicators for the different environ-
mental objectives'i and extends the scope to social
and economic indicators with a holistic approach.
Compared to the Resilience Dashboards, the beyond
GDP dashboard focuses on the policy impacts of the
green transformation as opposed to focusing on ca-
pabilities to deal with change and vulnerabilities to-
wards shocks.

It was challenging to select only one to two indica-
tors for each of the existing social, economic and en-
vironmental policy objectives and processes. We ac-
knowledge that in some cases we had to make dif-
ficult choices and that some alternative indicators
could have found a place in our dashboard, or that
some are missing. For example, for addressing the
drivers of climate change like unsustainable mo-
bility, energy and food systems, our indicators cap-
ture the role of public transport or renewable ener-
gies. However, there are missing drivers to climate
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change, which are not encompassed by this indica-
tor such as freight transport or technologies used for
heating and cooling. As another example, we use the
indicator “net land take” for monitoring the preser-
vation of ecosystems through protection. Other pos-
sible indicators are those under the biodiversity ob-
jective in the 8" EAP monitoring framework like the
“common birds index”*®’. Also issues of intersection-
ality, as covered in the recent multidimensional in-
equality monitoring framework, are missing in our
presentation as it would have been difficult to stay
within the upper limit of indicators.

Furthermore, in some cases there is still a lack of da-
ta to directly capture the relevant policy outcome at
hand. One example is “access to transport” where
we are lacking data. We considered using “transport
expenses as share of total expenditure”. However,
the indicator has its weakness as the indicator val-
ue will decrease when carbon pricing leads to an in-
crease of expenses on carbon-intensive transport op-
tions. Furthermore, the indicator doesn’t provide in-
formation whether other transport options are avail-
able that can substitute carbon-intensive transport.
In addition, higher prices might also be seen as posi-
tive when they incentivise a reduction in the need for
transport, e. g., through teleworking. However, these
contextual factors are not taken into account.

Our recommendation is therefore to develop a new
indicator “self-reported unmet needs for transport”
ina similar manner as “self-reported unmet needs for
health care”, as such an indicator would be about ac-
cess to transport while considering different prefer-
ences and context. Another simpler option could be
to disaggregate transport expenses by income groups
and especially consider the changes for low-income
groups as these are the most affected.

In some cases, our selection is also based on prox-
ies for the objective at hand. One example is the la-
bour share indicator as a proxy for market concentra-
tion. A more straightforward approach to measuring
market concentration across different sectors could
be done by the Herfindahl-Hirschman Index (HHI) for

vii At the time of this report, the proposal for the headline indicators for the 8™ EAP is still being discussed with Member States

and stakeholders.
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Europe®®®, However, while the underlying data to cal-
culate this index exists!®?, to date, none of the estab-
lished statistical institutions provide a standardised
set of data for different countries and sectors. There-
fore, we chose to use the data on labour shares from
the ILO.

7.2 The choice of targets

In addition to the choice of indicators, we had to se-
lect suitable targets for 2030. Defining targets in a
political context is always very sensitive. We defined
them here based on existing targets, existing legisla-
tion and scientific evidence wherever possible.

However, in many cases, targets could also have
been defined differently, taking into account impor-
tant aspects of global justice in a different manner.
The global dimension is important to understand as
the behaviour in the EU has implications elsewhere
through the strong interconnectedness of the EU’s
value chains with the rest of the world. For exam-
ple, there are different options to consider how costs
and budgets (such as the carbon budget) are globally
shared between countries. While we included a “fair
share” target for carbon emissions, we could also fac-
tor in the different vulnerabilities, historical responsi-
bilities and capacities for adaption of different coun-
tries. In such a case, a carbon budget for the EU would
require a much faster reduction speed, if budgets are
allocated according to the population size. For limit-
ing global warming to 1.75°C, with a 67 % probability
of reaching the target, the global CO2 budget amounts
to 800Gt CO2 from 2018%°, According to these calcu-
lations, a fair share for Europe by on a per capita ba-
sis would be 6 % (if the global COz budget is distribut-
ed proportionally based on 2014 emission levels and
without taking historical emissions into account, the
share would be 11 %). This implies that the reduction
pathway of the EU must be much steeper, as stressed
by various organisations. It should be around -62 %
by 203011,

Another issue is related to the timeframe for which
those targets should be defined. In our case, we
chose to set targets for 2030, as this is a year that
already has a lot of political attention related to so-
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cietal transformation and social and environmental
goals (such as the SDGs and Paris agreement). How-
ever, 2050 was also a potential choice as the EU has
already set some targets for 2050, such as climate
neutrality?®2,
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8. Conclusion and
recommendations

The main objective of this report is to evaluate the
suitability of the Doughnut Economics framework to
monitor and visualise the priorities at the EU level
in a consistent way. As we are selecting a short list
of 30 indicators for which EU data is already collect-
ed, our approach positions our proposal well with-
in the list of existing EU policy dashboards. The pro-
posed summary of statistics would help minimise ef-
forts by the EU Commission, avoid gaps and incon-
sistencies in monitoring and simplify Member States’
reporting. As such, our proposal reflects the systemic
nature of a beyond GDP approach and replaces need
for an additional dashboard for the European Green
Deal. While adjustments are possible in various direc-
tions, it became clear that a beyond GDP Doughnut is
an effective approach which will address all the ex-
pectations put forth by Commission members for an
overarching dashboard.

There is political momentum for policymakers to
have a political summary of existing dashboards
which can quickly grasp the EU’s most important
trends and identify important tensions between
policy objectives that need to be balanced. Institu-
tions need to consider necessary adjustments to bet-
ter reflect the needs and evolution of our society in a
post-Covid world. The major economic changes that
underpin the transition to climate neutrality and eco-
nomic resilience require the support of the European
public. This calls for clear targets for 2030 and clear
communication with strong visualisation of the state
of the EU towards their achievement.

An overarching beyond GDP dashboard will not
weaken the existing dashboards. On the contrary, it
will make them stronger and more relevant, because
it will help create the consistent narrative and com-
mon vision that is necessary to policymakers to nav-
igate the systemic changes that Europe is undergo-
ing. The indicator set can serve as a portal to solve the
dashboard conundrum, highlighting the state of key
EU headline indicators and inviting readers to investi-
gate the more specific dashboards for more details on
specific policy areas and governance processes.

A compass towards 2030

From our deep analysis of dashboards and thorough
selection of indicators, we have developed a set of
6 concrete recommendations for the EU Commis-
sion, the EU Member States and the EU Parliament
to consider:

1. Summarise indicators from existing dash-
boards into a condensed beyond GDP dash-
board and discuss whether this can replace the
need for a European Green Deal dashboard.

2. Use headline indicators from existing
dashboards in a consistent way. Particular
dashboards to consider are the European
Green Deal monitoring framework, the 8t EAP
monitoring framework, the Social Scoreboard,
the Resilience Dashboards, the beyond GDP
indicators in the EU Semester and Recovery
and Resilience Facility, and the Sustainable
Development Goals.

3. Use a distance-to-target approach for moni-
toring to improve understandability. “Distance
to targets” or gaps are a promising approach
for policy as the contain both what should be
reached and the state of the reality and help
frame the discussion on the costs and means of
“bridging the gap”.

4. Use the Doughnut Economics framework as
a powerful tool to inspire the visualisation of
progress on the targets for 2030 for Member
States and broader society and adapt it to the
EU’s political priorities. The Doughnut makes
it easy for policymakers to grasp the state of
important headline indicators and identify
important tensions between political objectives
that need to be balanced.

5. Further promote the institutionalisation of
environmental and social indicators through-
out the Commission and Member States. First,
by continuing the efforts to integrate the SDGs
into the European Semester and further pro-
moting the development of a Green Semester
Scoreboard as proposed by ECFIN. Second, by
updating current indicators where necessary
and increasing their timeliness to track the EU’s

45



Transformation Policy Report #4 A compass towards 2030

objectives. Many of the indicators needed to
monitor some of the most recent priorities of
the EU are not published on an annual basis.
Increasing the frequency of publication can
strengthen the institutional uptake of these
indicators. Third, the relevance of social and
environmental indicators can be mainstreamed
through the whole policy design process, e.g.,
through further advancing impact assessment
methodologies in the Better Regulation
Guidelines, mainstreaming the system of envi-
ronmental accounts, progressing on a system
of social accounts and developing quantitative
models for projecting the development of key
social and environmental indicators.

6. Develop new indicators for measuring some
of the priorities of the EGD and the leave-
no-one behind principle as well as economic
resilience (adaptability, transformability). Our
analysis shows that some EU priorities, espe-
cially the leave-no-one behind principle and the
road to a resilient economy, are lacking suitable
metrics to monitor progress. We see the need
to develop additional indicators for measuring
access to essential goods such as food, mobility
and housing, and the degree of concentration of
the economy (e. g., power concentration, market
concentration, trade partner concentration).
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