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NEWSLETTER
Beyond GDP: What is the Role of Environmental,
Social and Governance (ESG) Data within Beyond GDP?

Objective @ﬁ ﬁ%@@ﬂmﬂ

To support the transition from traditional
financial performance reporting to the —
inclusion of sustainability reporting and

provide a transparent source of information
and benchmarking tool for enterprises.

ESG beyond GDP
Environmental, social and governance (ESG) Human Capital
refers to non-financial information that can _WE%E H_t ﬁ@ Management, Diversity,
be used to inform the long-term risk and Equity And Inclusion
return of an investment. SOCIAL

Climate Change, Water
Use, Biodiversity

ENVIROMNMENT

Board Quiality,
Independence And Risk
Management

Aligning well-being
with ESG

There is a need for improvement of
common grievances about ESG such as a
necessity to focus on ratings and data on
environmental and social impacts for
sustainable  finance to  work  for
people/planet, which can equally benefit
the market by mitigating systemic risk,
investors have to concern about
environment and social issues and ESG
ratings also needs to making a strong case
for greater harmonisation of measurement
and more robust data.
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In beyond GDP, OECD has produced well-
being framework. @ OECD  well-being
framework How’s Life 2020: Measuring
Well-Being is a based on a multi- ——
dimensional framework covering 11 stocks, flows,
dimensions of current well-being and four resilience Wvss (o \;»
different resources for future well-being Qe Qrowicws

(natural, human, economic and social
capital).
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OECD Wellbeing
Framework shows a result
of well-being related
metrics under
environmental and
governance have a high
quantitative measurement
and addressed these
dimensions more compare
to social dimension. So,
social dimension

Measuring the non-
financial performance of
firms through the lens of
the OECD Well-being
Framework (social
dimension) allows for a
better understanding of
the outcomes and possible
benefits between the
stakeholder and the firms
with the multi-dimensional

Firms can compare
people’s outcomes to
industry and society-wide
benchmarks after aligned
a set of firm-level and
societal-level well-being.
Measuring government
and business well-being
allows for a potential new
source of sectoral data
for statistics providers.

framework.

demanding a better and
harmonised data

Greenwashing can generally be described as ‘the practice of only paying lip
Greenwashing service to environmental, social and governance (ESG) factors with token
gestures.
Examples Of Greenwashing

W

Marketing: Spending ' Unproven claim: a ' Corporate donations to

more money, time and company claims to have charities affiliated with the
efforts on marketing its implemented a new board’s independent
products as green rather manufacturing process to directors (affiliated
than actually minimizing increase its product’s donations) may impair

its adverse impact on recycled content independent directors’
the environment. monitoring incentives.

Adjusting a country's GDP (Gross Domestic Product) for ESG
(Environmental, Social and Governance) risk involves incorporating
sustainability and responsible business practices into the
measurement and evaluation of a nation's economic performance.
While GDP is a traditional economic indicator that primarily focuses
on economic output, incorporating ESG factors provides a more
comprehensive view of a country's long-term economic sustainability.
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Distribution of
income,
consumption
and saving

) GDP AND WELFARE (i

OECD and Eurostat launched an Expert Group on
Distributional  National Accounts. This group
developed template and guidelines, and engaged in
three data collection rounds. The work continues,
focusing on broadening the coverage and improving
the quality, granularity and timeliness, also in view of

INTRODUCTION

A lot of information is already

available from micro statistics, but
increasing emphasis on importance of
alignment to macroeconomic
aggregates. Various initiatives by
international statistical community
(e.g., UN NTA; OECD EG DNA; ECB EG
DFA; Eurostat TF HDA) and academia
(e.g., WID.world). Several countries
are already publishing distributional
result in line with National Account
totals

@ sieoer OWALS
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Building inclusive and sustainable

societies requires statistical systems that

move "beyond GDP" and in particular,

move "beyond averages". The meeting on
Mapping Distributional Frameworks seeks

to discover the synergies among the

different distributional frameworks used

for measuring economic inequality

the new DGI-3

Distribution
Of Wealth

OECD launched an Expert
Household Wealth (EG DHW)
off work already done by
Distributional Financial Accou

Group on Distribution of
in 2023. Work will leverage
the ECB Expert Group on
nts (EG DFA) and by various

countries already compiling distributional wealth results

Distributional
results as part
of new G20 DG1 (1)

Data Gaps Initiative dates back to
2007/08 Global Financial Crisis
and the need to develop more
timely and accurate information
for policy makers. The DG1 focus
on gaps in areas of:
¢ Climate change

. Household
information

¢ Fintech and financial inclusion
e Access to private and
administrative data and data
sharing

distributional
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Distributional
results as part
of new G20 DG1 (1)

¢ Joint work by OECD (lead), ECB,
Eurostat, IMF, UN and World Bank
e By end-2024: Results for 2021,
2022 and/or 2023 at
income/wealth quintile level

e By end-2026: Annual results
within 1.5 years after reference
period at income/wealth decile
level

e By end-2026: Results at least
every 3 years, published within 4
years after reference period, at
income quintile/decile level
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| SCOPE OF THE WORK

SCOPE OF THE PROJECT

u Distributional results for various household groupings:
o Standard of living by disposable income and net
wealth group (quintile/decile/percentile)

o Main source of income
o Household type (size and composition of the
household)

. The unit of analysis is the household, with a focus on
private households

= Equivalence scales are used to arrive at comparable results
across households
= Also collection of socio-demographic information (age,

gender, education level, housing status, etc.) accompanying
the distributional results

AIM OF THE PROJECTS

e Develop methodology to produce distributional results for
household income, consumption and wealth consistent with
national accounts concepts using micro data sources

’ sk EREE

JINclomE
INCOME AND CONSUMPTION CONCEPTS

HOUSEHOLDINCOME HH. CONSUMPTION

Income resources (received): Income uses (paid):
Expenditure:
If income
Imputed rent from )
dwellings Compensation of Property income
+ employees Property - l(evg, interests paid on Food
income oans) Clothing
+ Housing
= Primary Incomes (PI) Health
Education
Transportation
Social benefitsin cash JLee
L] &3 | Social Contributions
Othertransfers e
\er transfer "
= Disposable Income (DI) = Consumption Expenditure (CE)
gk Socialtransfersin kind | Socialtransfersin kind

= Adjusted Disposable Income (ADI) = Actual Consumption (AC)

Saving = DI — CE = ADI - AC HHASAVING

WEALTH CONCEPTS (STILL UNDER DISCUSSION)

FINANCIALASSETS LIABILITIES /-/
Currency and deposits .
Debt securities Loans Other deposits
Equity and investment fund shares Other equity
-+ Insurance technical reserves Pension &+ Loans

Entitlements

Financial derivatives

Other accounts receivable
Cryptocurrencies with liability

Financial derivatives
Other accounts payable

= Total financial assets (FA)

NON-FINANCIAL ASSETS

Dwellings Land
Other fixed assets and inventories

= Total liabilities (FL) Net financial worth = FA - FL

To be discussed:
Social security pension entitlements

SCOPE OF THE PROJECT

The data can be used to 1) monitor impacts of specific events
or phenomena, 2) identify issues and 3) evaluate the impact of
specific policies

Main users:
] Policy makers

o Monetary policy (e.g., which households may
be affected by changes in interest rates?)

fo) Financial stability (e.g., which households have
high debt-to-income ratios?)

o Fiscal policy (e.g., what is the impact of re-
distributional policies on different groups of
households?)

o Social policy (e.g., how many households are at
risk of poverty?)

. Media  (newspapers; magazines; radio/television;

websites; ...)
= Researchers (academia; journalists; analysists; ...)
. General public

MAIN BENEFITS OF USING THE EG DNA AND
EG DHW FRAMEWORK

MAIN QUESTIONS THAT MAY BE ANSWERED

Data are coherent with macroeconomic aggregates

o Provides a more comprehensive picture of economic
inequality, including elements not covered in micro
statistics (e.g., social transfers in kind)

o) It captures households and transactions that are
typically underrepresented in micro data

o It broadens the scope for macroeconomic analyses

Data are consistent across income, consumption and wealth

o Improves the quality of the results by the ability to
cross-check the results

o Provides the opportunity to assess inequality in three
dimensions (e.g., are households at the bottom of
the income distribution also at the bottom of the
consumption and wealth distribution?)

o Helps to derive important multivariate indicators
(such as consumption-to-income ratio; debt-to-
income ratio; liquid assets-to-income ratio)

o Assists to derive more aggregate measures of income
(e.g., adjusted disposable income + holding gains)

Dataare comparable overtime
Data are comparable across countries @, ? Y

-+ Valuables Consumer durables o= -0
Contracts, leases and licences
Cryptocurrencies without liability
= Total non-Financial assets (FA) J & %
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