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role of different sectors, the nature of productivityAimprovement, 
the conditions of profitability: all of these are likely to be up for re- 
negotiation. 


Ecological investment must playan absolutely. vital role. If debt 
is to be kept under control this suggests .thata differegt~~vings ratio 
will be needed. And that a different balance between consumption 
and investment in the aggregate demand function is likely. In addi- 
tion, the level and nature of this investment almost certainly calls 
for a different balance between public and private sector invest- 
ment. 


An ecological macro-economics will require a- new ecology of 
investment. This will mean revisiting the concepts of profitability 
and productivity and putting them to better service in pursuit of 
long-term social goals. We will almost certainly need to abandon 
the mindless infatuation with labour productivity and think 
systematically about the conditions for high employment in low- 
carbon sectors. 


Above all, the new macro-economics will need to. be ecologically 
and socially literate, ending the folly of separating economy from 
society and environment. 


9 
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Within Limits 
We must bring back into society a deeper sense of the 
purpose of living. The unhappiness in so many lives ought to 
tell us that success. alone is not enough. Material success has 
brought us to a . strange spiritual and moral bankruptcy. 


Ben Okri, October 2008' 


Fixing the economy. is only part of the problem. Addressing the 
social logic of consumerism is also vital. This task is far from simple 
- mainly because(~£the way in which material goods are so deeply 
implicated in the fabric .of our lives. 


Prosperity is not synonymous with material wealth .. And the 
requirements of prosperity go beyond material sustenance. Rather, 
prosperity has to dowith our ability to flourish: physically, psycho- 
logically •. and socially. Beyond mere subsistence, prosperity hangs 
crucially. on our ability to participate meaningfully in the life of 
society. 


This task is. as much social and psychological as it is material .. 
But the appealing idea that (once our material needs are satisfied) 
we could do away with material things flounders on a simple but 
powerfuL fact: .. material goods provide a vital language through 
which we communicate with each other about the things that really 
matter: family, ~dentity, friendship, community, purpose in life. 


There is dearly a puzzle here. If participation is really what 
matters, and material goods provide a language to facilitate that, 
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) 
then richer societies ought to show more evidence of it. In fact, the 
opposite appears to be the case. Robert Putnam's groundbreaking 
book Bowling Alone provided extensive evidence ofthe collapse of 
community across the USA.2 


More generally, western society appears to be in the grip of a 
'social recession'. There is a surprising agreement> on this from 
across the political spectrum. Fdr example,.Jonathail Rutherford, a 
commentator from the political left, points to rising rates of anxi- 
ety and clinical depression, increased alcoholism and binge 
drinking, and a decline in morale at work. Jesse Norman, from the 
political right, highlights the breakdown of community, a. loss of 
trust across society and rising political apathy} 


The two authors disagree on the causes of social. recession. For 
Rutherford, the main culprit is the increasing commoditization of 
public goods and the rising social inequalities that are engendered 
by capitalism itself. For Norman it is tlle over-bearing influence of 
'big' government in people's lives. Their prescriptions for solving 
the problem differ accordingly. But on. the existence of a social 
recession there is much less disagreement. 


The extent of this phenomenon clearly differs across different 
nations. Data from a recent module in the European Social Survey 
designed to measure social well-being illustrate this point. Figure 
9.1 shows the different levels of trust and belonging experienced by 
respondents across 22 European nations. Those with the highest 
scores (for example Norway) experience far greater levels of trust 
and belonging than those with lower scores (for example the UK). 


It's commonly agreed that at least some of the reasons' for a 
breakdown in trust lie in the erosion of geographical community. A 
study by Sheffield University for the BBC confirms this trend in 
the UK. Using an index to measure geographical community in 
different BBC regions, the study revealed a remarkable change in 
British society since the early 1970s. Incomes doubled on average 
over the 30-year period. But the Sheffield 'loneliness' index" 
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Key 


Figure 9.1 Trust'and belonging in 22 European nations' 
Note: Countries with diagonal stripes are not included in the study. 


Source: nef,2009. 


increas~d in every single region measured. In fact, according to one 
of the report's authors 'even the weakest communities in 1971 were 
stronger than any community now'." 
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The increasing number of people living. on their own hasa 
number of different causes, including a substantiaL rise dn the 
divorce rate between 1971 and 200 U The study's authors lin¥: the 
changes over time largely to mobility. 'Increased wealth and 
improved access to transport has made it easier for people to move 
for work, for retirement, for schools, for a new life' reports the BBC. 
They might also have mentioned that the mobility oflabour is. one 
of the requirements for higher productivity in the growth economy.8 


In other words, some degree of responsibility for the change 
appears to be attributable to growth itsel£ As evidence for flourish- 
ing it doesn't look good. And it becomes even more puzzling why 
rich societies continue to pursue material growth. 


A life without shame 
Interestingly, Amartya Sen came dose to add}essing this puzzle in 
his early work on the 'living standard'. There/he argued that the 
material requirements for ph.ysiologicaLflowishing tend to be fairly 
simil~ in all societies. After all, the basic human metabolism doesn't 
change that much across the specie§. '(]rucially, however, Sen 
claimed that the material requiremeIlts associated with social and 
psychological capabilities can vary Widely between different 
societies. 


His argument harks back to Adam Smith's insight on the impor- 
tance of shame in social life. As Smith wrote in The Wealth of 
Nations: 'A linen shirt, for example, is, strictly speaking, not a 
necessary of life ... But in the present times, through the greater part 
of Europe, a creditable day labourer would be ashamed to appear in 
public without a linen shirt, the want of which would be supposed 
to denote that disgraceful degree of poverty which, it is presumed, 
nobody can well fall into without extreme bad conduct." 


Sen broadens this argument to a wider range of goods, and .a 
deeper sense of flourishing. As he claimed in 'The living standard', 


to lead a 'life without shame. " to be able to visit and entertain 
one's friends, to keep track of what is going on and what others are 
talking about, and so on, requires a more expensive bundle of goods 
and services in a society that is generally richer and in which most 
people' already have, say, means of transport, affluent clothing, 
radios or television sets, and so on.' In short, he suggested, 'the 
same absolute level of capabilities may thus have a greater relative 
need forincomes (and commodities)' .10 


Putting aside for a moment the fact that higher incomes have 
been partly-responsible for diminished flourishing, there is an even 
more striking point to be noted here. If we take for granted the 
importance of material commodities for social functioning, there is 


r 
never any point at which we will be able to claim that enough is 
enough. This is the logic of Sen's argument. The baseline for social 
functioning is' always the current level of commodities. And the 
avoidance of shame - a key feature of social flourishing - will drive 
material demand forward relentlessly. 


This-is-in effect a different reframing of the social logic explored 
in Chapter 6. But the social trap is now even clearer. At the indi- 
vidual level it makes perfect sense to avoid shame. It is essential to 
social (and psychological) flourishing. But the mechanism for 
doing so in the consumer society is inherently flawed. At the soci- 
etal level it can only lead to fragmentation and anomie. And in 
doing so it undermines the best intentions of the individual as well. 
It looks suspiciously like the language of goods just isn't doing its 
job propedy. All that's left is an undignified scrap to try and ensure 
that 'we're sornewhere near the top of the pile. 


Most worrying of all is that there is no escape from this social 
trap within the existing paradigm. While social progress depends 
on the self-reinforcing cycle of novelty and anxiety, the problem can 
only get worse. Material throughput will inevitably grow. And the 
prospects for flourishing within ecological limits evaporate. 


. Prosperity itself - in any meaningful sense of the word - is under 
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threat. Not from the current economic recession, but from the 
continuing surge of materialism and-from the economic model that 
perpetuates it. 


Alternative hedonism 
Change is essential. And some mandate for this change. already 
exists. There is cross-party concern over the social tecesslon.'And 
alarm at evidence like the Sheffield study .. Politicians struggle for 
solutions. Small-scale initiatives aimed. at addressing the pernicious . 
impacts of social recession are sptinging up at grass roots level, led 
by community groups or local authorities." 


The philosopher Kate Soper points to a growing appetite for 
'alternative hedonism', sources of satisfaction that lie outside the 
conventional market. She describes a widespread disenchantment 
with modern life - what she refers to as a 'structure of-feeling' - 
that consumer society has passed some kind of critical point, 
where materialism is now actively detracting from human well- 
being. 12 


Anxious to escape the work and spend cycle, we are suffering 
from a 'fatigue with the clutter and waste of modern life' and yearn 
for certain forms of human interaction that have been eroded. We 
would welcome interventions to correct the balance, according to 
Soper. A shift towards alternative hedonism would lead to a more 
ecologically sustainable life that is also more satisfying and would 
leave us happier," 


Some statistical evidence supports this view. Psychologist Tim 
Kasser has highlighted what he calls the high price of materialism. 
Materialistic values such as popularity, image and financial success 
are psychologically opposed to 'intrinsic' values like self~acceptance, 
affiliation, a sense of belonging in the community. Yet these latter 
are the things that contribute to our well-being. They are the 
constituents of prosperity. 14 


Kasser's evidence is striking here. People with higher intrinsic 
values are both happier and have higher levels of environmental 
responsibility 'than. those with materialistic values. This finding is 
extraordinary because it suggests there really is a kind of double or 
triple dividend in a less materialistic life: people are both happier 
and live more sustainably when they favour intrinsic goals that 
embed them in family and community. Flourishing within limits is 
a real possibility, according to this evidence. 


It's a possibility that has already been explored to some extent 
from within modern society. Against the surge of consumerism, 
there are already those who have resisted the exhortation to 'go.out 
shopping', preferring instead to devote time to less materialistic 
pursuits (gardening, walking, enjoying music or reading, for exam- 
ple) or to the care of others. Some people (up to a quarter of the 
sample in a recent study) have even accepted a lower income so that 
they could achieve these goals." 


Beyond this 'quiet revolution', there have also been a series of 
more radical initiatives aimed at living a simpler and more sustain- 
able life.16• 'Voluntary simplicity' is at one level an entire philosophy 
for life. .It.draws extensively on the teachings of the Indian cultural 
leader Mahatma Gandhi who encouraged people to 'live simply, 
that others might simply live'. In 1936, a student of Gandhi's 
described voluntary simplicity in terms of an 'avoidance of exterior 
clutter' and the .'delibetate. organisation of life for a purpose' .17 


Former Stanford scientist Duane Elgin picked up this theme of 
a way of life that is 'outwardly simple, yet inwardly rich' as the basis 
for revisioning human progress. IS More recently, psychologist 
Mihaly! Csikszentmihalyi has offered a scientific basis for the 
hypothesis that our lives can be more satisfying when engaged in 
activities which • are both purposive and materially light. These 
conditions are-more likely, says Csikszentmihalyi, to provide a good 
balance between skill and the challenge associated with the task and 
lead to a state of 'flow'. 19 


I 
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Individual efforts to live more simply are more likely to .succeed 
in a supportive community. This realization has led to the emer- 
gence of so-called 'intentional communities' where people come 
together under the declared aim of living simpler, more sustainable 
lives. Some of these initiatives began, interestingly,· as spiritual 
communities, attempting to create a space where people could 
reclaim the contemplative dimension of their lives that used to be 
captured by religious institutions. 


The Findhorn community in northern Scotlandis.an.example 
of this. Findhorn's roots lie in the desire for spiritual. transforma- 
tion. Its character as an eco-village developed. more recently, 
building on principles of justice and respect for nature." Another 
modern example is Plum Village, the 'mindfulness' community 
established by the exiled Vietnamese monk Thich Nhat Hahn in 
the Dordogne area of France, which now provides aretreatforover 
2000 people." 


These initiatives are modern equivalents of more traditional reli- 
gious communities like those of the Amish in North America; or 
the network of Buddhist monasteries in Thailand where every 
young male is expected to spend some time before going out into 
professional life. 


Not all networks have this explicit spiritual character. The 
Simplicity Forum, for example, launched in North America in 
2001, is a loose secular network of 'simplicity leaders' who are 
committed to 'achieving and honoring simple, just and sustainable 
ways of life'. Downshifting Downunder is an even more recent 
initiative, launched off the back of an international conference on 
downshifting held in Sydney during. 2005; its aim. is to 'catalyze 
and co-ordinate a downshifting movement in Australia that will 
significantly impact sustainability and social capital'Y 


The downshifting movement now has a surprising allegiance 
across a number of developed economies. A recent survey on down- 
shifting in Australia found that 23 per cent of respondents had 
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engaged in some form of downshifting in the five years prior to the 
study. A staggering 83 per cent felt that Australians are too materi- 
alistic. An earlier study in the US found that 28 per cent had taken 
some steps to simplifY and 62 per cent expressed a willingness to do 
so. Very similar results have been found in Europe." 


... Research on the success of these initiatives is quite limited. But 
the findings from studies that do exist are interesting. In the first 
place, the evidence confirms that 'simplifiers' appear to be happier. 
Consul:n.lngiess,. voluntarily, can improve subjective well-being - 
completely contrary to the conventional model. 24 


At the same time, intentional communities remain marginal. 
The spiritual basis for them doesn't appeal to everyone, and the 
secular versions seem less resistant to the incursions of consumer- 
ism. Seine: of these initiatives depend heavily on having sufficient 
personal assets to provide the economic security needed to pursue 
a simpler lifestyle. 


More importantly, even those in the vanguard of social change 
turn out to be haunted by conflict - internal and external." These 
conflicts arise because people find themselves at odds with their 
own social world; Participation in the life of society becomes a chal- 
lenge in its own right. People are trying to live, quite literally, in 
opposition to the structures and values that dominate society. In 
the normal course of events, these structures and values shape and 
constrain how people behave. They have a profound influence on 
how easy or hard it-is t? behave sustainably." 


The .. role.ofstructural change 
Examples of the perverse effect of dominant structures are legion: 
private transport is.incentivized over public transport; motorists are 
prioritized over. pedestrians; energy supply is subsidized and 
protected, while demand management is often chaotic and expen- 
sive; waste disposal is cheap, economically and behaviourally; 
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recycling demands time and effort: 'bring centres' are few and far 
between and often overflowing with waste. 


Equally important are the subtle but damaging signals sent by 
government, regulatory frameworks, financia! institutions,. the 
media and our education systems: business salaries are higher than 
those in the public sector, particularly at the top; nurses and those 
in the caring professions are consistently less well paid;, private 
investment is written down at high discount rates making long .. 
term costs invisible; success is counted in terms of materiaLstatus 
(salary, house size and so on); children are brought up as a 'shop- 
ping generation' - hooked on brand, celebrity and statusY , 


Policy and media messages about the recession underline this 
point. Opening a huge new shopping centre at the height of the 
financial crisis in October 2008,· Mayor of London Boris Johnson 
spoke of persuading people to come out and spend their money, 
despite the credit crunch. Londoners had made a 'prudent decision 
to give Thursday morning a miss and come shopping', he said of 
the huge crowds who attended the opening." George W Bush's 
infamous call for people to 'go out shopping' in the wake of the 
9/11 disaster is one of the most staggering examples of the same 
phenomenon. 


Little wonder that people trying to live more sustainably find 
themselves in conflict with the social world around them. These 
kinds of asymmetry represent a culture of consumption that sends 
all the wrong signals, penalizing pro-environmental behaviour, and 
making it all but impossible even for highly motivated people to act 
sustainably without personal sacrifice. 


It's important to take this evidence seriously. As laboratories for 
social change, intentional households and communities are vital.in 
pointing to the possibilities for flourishing within ecological limits. 
But they are also critical in highlighting the limits of voluntarism. 


Simplistic exhortations for people to resist consumerism are 
destined to failure. Particularly when the messages flowing from 
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government are .• So • painfully inconsistent. People readily identify 
this inconsistency and perceive it as hypocrisy. Or something worse. 
Under current conditions, it's tantamount to asking people to give 
up key capabilities. and freedoms as social beings. Far from being 
irrational to resist these demands, it would be irrational not to, in 
our society. 


Several lessons flow from this. The first is the obvious need for 
government to get its message straight. Urging people to Act on 
CO:» to insulate their-homes, turn down their thermostat, put on a 
jumper, drive a little less, walk a little more, holiday at home, buy 
locally produced goods (and so on) will either go unheard or be 
rejected as manipulation for as long as all the messages about high- 
street. consumption point in the opposite direction." 


Equally, it's clear that changing the social logic of consumption 
cannot . simply be relegated to the realm of individual choice. In 
spite of a growing desire for change, it's almost impossible for 
people to simply choose sustainable lifestyles, however much they'd 
like to. Even highly-motivated individuals experience conflict as 
they attempt to escape consumerism. And the chances of extending 
this behaviour across society are negligible without changes in the 
social structure. 


Conversely, of course, social structures can and do shift people's 
values and behaviours. Structural changes of two kinds must lie at 
the heart of any strategy to address the social logic of consumerism. 
The first wilLbe to .dismantle or correct the perverse incentives for 
unsustainable (and unproductive) status competition. The second 
must be to establish new structures that provide capabilities for 
people to.flourish; and particularly to participate fully in the life of 
society, in. less materialistic ways. 
,What this second avenue means in practice is something that 


requires a more detailed exploration than is possible here. It will 
certainly require a keener policy attention to what flourishing 
means, particularly when it comes to questions of community, 
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social participation and psychological. flourishing. But these 
outcomes cannot be delivered in instrumental, ad hoc ways. Policy 
must pay closer attention to the structural: causes of social alien- 
ation and anomie. It must have the goal of providing capabilities 
for flourishing at its heart. 


This idea clearly has resonances with the concept of the 
Cinderella economy discussed in the preceding chapter. Specific- 
ally, the strategy suggested here rejects the centrality of material 
commodities as the basis for profitability. It-replaces themwith the 
idea of an economy designed explicitly around delivering the capa- 
bilities for human flourishing. 


More than this, of course, these capabilities will have to be deliv- 
ered with considerably less material input. We will need to call-on 
the creativity of the entrepreneur in' a different way from. in the 
past. Social innovation is going to be vital in achieving change. But 
so too is a closer attention to the question of limits. Creating conti- 
nuity and cohesion must be balanced against stimulating change. 


A core element in this strategy must be the reduction of social 
inequality. Unproductive status competition increases material 
throughput and creates distress. In his' book Affluenza,. clinical 
psychologist Oliver James presents evidence that more unequal 
societies systematically report higher levels of distress than more 
equal societies." 


Richard Wilkinson and Kate Pickett have gone even further in 
documenting the damage caused by unequal societies; The Spirit 
Level draws together astonishing evidence of the benefits of equal- 
ity across OECD nations in a range of health and social impacts 
(Figure 9.2). Life expectancy, child well-being, literacy, social 
mobility and trust are all better in more equal societies. Infant 
mortality, obesity, teenage pregnancy, homicide rates and incidence 
of mental illness are all worse in less equal ones.' Tackling systemic 
inequality is vital, argue Wilkinson and Pickett, and not just for the 
least well-off. Society as a whole suffers in the face of inequality: 
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Figure 9.2 The health and social benefits of equality" 
Source: Wilkinson and Pickett 


A key point of influence here will lie in the structure of wages. The 
prevailing structure has consistently rewarded competitive and 
materialistic outcomes even when these are socially detrimental- as 
the lessons from the financial crisis made clear. Reducing the huge 
income disparities that result from this would send a powerful 
signal about what is valued in society. Better recognition for those 
engaged in child-care, care for the elderly or disabled and volunteer 
work would shift the balance of incentives away from status 
competition and towards a more cooperative, and more altruistic 
society. 


~I 
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Increased investment in public goods and social infrastructure is 
another vital point of influence. This has already been identified as 
an essential component in the macro-economics of sustainability 
(Chapter 8). In addition to its role in ensuring economic. resilience, 
public investment sends a powerful signal about the balance 
between private interests and the public good. 


In summary, we are faced with a. formidable challenge. A 
limited form of flourishing through material success has kept our 
economies going for half a century or more. But itis completely 
unsustainable in ecological and social terms and is now under- 
mining the conditions for a shared prosperity. This. materialistic 
vision of prosperity has to be dismantled. 


The idea of an economy whose task is to provide capabilities for 
flourishing within ecological limits offers the most credible vision 
to put in its place. But this can only happen through changes that 
support social behaviours and reduce. the structural. incentives to 
unproductive status competition. 


The rewards from these changes are likely to be significant. A 
less materialistic society will be a happier one. A more equal society 
will be a less anxious one. Greater attention to community and to 
participation in the life of society will reduce the loneliness .and 
anomie that has undermined well-being in the modern economy. 
Enhanced investment in public goods will provide lasting returns to 
the nation's prosperity. 


10 
(ifl~ernance for 
Prosperity 


The current financial crisis has also become a political crisis 
that is reconfiguring the role of government in the economy 
and conventional wisdom about the appropriate relationship 
between the public and the private sector. 


Peter Hall, October 2008' 


Achieving a lasting prosperity relies on providing capabilities for 
people to flourish - within certain limits. Those limits are estab- 
lished not by us; but by the ecology and resources of a finite planet. 
Unbounded freedom to expand our material appetites just isn't 
sustainable. Change is essential. 


Two specific components of change have been identified. The 
first is the need to fIX the economics: to develop a new ecologically 
literate macro-economics (Chapter 8). This new economic frame- 
work will have to place economic activity within ecological limits. 
It will need to reduce the structural reliance on relentless consump- 
tion growth and find a different mechanism to achieve underlying 
stability. 


The existing mechanism, in any case, has failed us. A resilient 
eceaomy. - capable of resisting external shocks, maintaining 
people's livelihoods and living within our ecological means - is the 
goal we should be aiming for here. 


The second component of change lies in shifting the social logic 
of consumerism (Chapter 9). This change has to proceed through 
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the provision of real, credible alternatives through which pepple can 
flourish. And these alternatives must go beyond making >basic 
systems of provision (in food, housing and transport, for example) 
more sustainable. They must also provide capabilities for people to 
participate fully in the life of society, without recourse to unsus- 
tainable material accumulation and unproductive status 
competition. 


Making these changes may well be 'the biggest challenge ever 
faced by human society. Inevitably it raises the question of gover- 
nance - in the broadest sense of the word. How is a shared 
prosperity to be achieved in a pluralistic society? Howis the inter- 
est of the individual to be balanced against the common good? 
What are the mechanisms for achieving this balance? These are 
some of the questions raised by this challenge. Specifically, of 
course, such changes raise questions about the nature and role of 
government itself . 


The role of government 
Debates over the role of the state, and in particular the question of 
whether we need 'more state' or 'less state', have been- fiercely 
fought at times and have complex roots in history,' But some strik- 
ing shifts in this debate occurred as a result of the current economic 
recession. The financial crisis of 2008 re-wrote the boundary 
between the public and the private sector and changed profoundly 
the landscape of 21 st century politics. 


Part-nationalization of financial sector institutions was an 
almost shocking turn of events, particularly from a free-market 
perspective in which government is broadly seen asa distortion-of 
the market. And yet there was little disagreement anywhere about 
the role of the state in the circumstances. On the contrary, the only 
possible response when the economy stood on the brink of failure 
was for governments to intervene. Even the die-hards. agreed on 
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this. ·'.Finance is inherently unstable', acknowledged The Economist 
in .the early days of the crisis. 'So the state has to playa big role in 
making it safer byJending in a crisis in return for regulation and 
oversight. '.3 


Extending this basic responsibility for economic stability to the 
taskof building. a credible and ecologically robust economics seems 
pretty straightforward. Admittedly, it's a more complex task than 
anything faced in conventional macro-economics; in part because 
it has to/ depart from the well-worn formula of laissez-faire 
consumption growth as the basis for stability; and in part because 
it requires a closer attention to key ecological variables. So making 
progress.wil] depend on engaging a wider community of advice 
than conventional approaches do. But the responsibility for taking 
it forward lies unequivocally with government. 


Beyond this. quite specific responsibility, there .are vital questions 
about the role of government - and the mechanisms for governance 
- in a much broader sense. Where, for example, does responsibility 
lie for the other key task identified here: redressing the social logic 
of consumerism? 


Policy-makers are (perhaps rightly) uncomfortable with the idea 
that they have a role in influencing people's values and aspirations. 
But the truth is that governments intervene constantly in the social 
context, whether they like it or not. 


A myriad of different signals is sent out by the way in which 
education is structured, by the importance accorded to economic 
indicators, by public sector performance indicators, by procure- 
ment policies, by the.impact of planning guidelines on public and 
social spaces, by the influence of wage policy on the work-life 
balance, by the impact of employment policy on economic mobil- 
ity (and hence onfamily structure and stability), by the presence or 
absence of product standards (on durability for example), by the 
degree of regulation of advertising and the media and by the 
support offered to community initiatives and faith groups. 


c' 








In all these arenas, policy shapes and co-creates the social world. 
So the idea that it is legitimate for the state to intervene in chang- 
ing the social logic of consumerism is far less problematic.than is 
often portrayed. A critical task is to identify (and correct) those 
aspects of this complex social structure, which provide perverse 
incentives in favour of a materialistic individualism and undermine ' 
the potential for a shared prosperity. 


At one level, this task is as old as the hills. It is, in part at least, 
the task of balancing individual freedoms against the common 
good. Governance mechanisms emerged in human society for 
precisely this reason. The evolutionary basis for this is beginning to 
be understood.' Societies capable of protecting social behaviour 
have a better chance of survival. 


The philosophical basis is provided. hy.5the concept of-a .'social 
contract', an implicit arrangement between individuals and society 
to curb narrow individualism and support social. behaviour.· We 
hand over some of our individual freedoms. But in return we gain 
a certain security that our lives will be protected against the 
unbounded freedoms of others.' 


Oxford economic historian Avner. Offer provides a. valuable 
extension of this idea in The Challenge of Affluence. 6 Left to 'our own 
devices, argues Offer, individual choices tend to be irredeemably 
myopic. We favour today too much over tomorrow, in ways which, 
to an economist, appear entirely inexplicable under any rational 
rate of discounting of the future. Economists call.this the problem 
of 'hyperbolic' discounting. It's not unfamiliar in .irself; Offer's 
unique contribution is to suggest that this fallibility has (or has in 
the past had) a social solution. 


To prevent ourselves from trading away our long~term well- 
being for the sake of short-term pleasures, society has evolved a 
whole set of 'commitment devices': social and institutional mecha- 
nisms which moderate the balance of choice away from the present 
and in favour of the future. 
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Savings accounts, marriage, norms for social behaviour, govern- 
ment itself-in some sense: all these can be regarded as commitment 
devices. Mechanisms which make it a little easier for us to curtail 
our appetite for immediate arousal. and protect our own future 
interests. And indeed - although this is less obvious in Offer's expo- 
sition - the interests. of affected others. 


The trouble is, as Offer demonstrates, affiuence itself is eroding 
and undermining these commitment devices. The increase in 
family breakdown andthe decline in trust have already been noted 
(Chapter 9). Parenthood itself has come under attack in developed 
countries. The explosion of debt, the decline of savings and the 
financial crisis' reveal the erosion of economic prudence. And the 
hollowing out of government has left us ill-prepared to deal with 
this 'crisis of commitment'." 


Strikingly, Offer places a key responsibility for this erosion on 
the relentless pursuit of novelty in modern society. This dynamic 
has been addressed already in structural terms (Chapter 6). Novelty 
keeps us buying more stuff. Buying more stuff keeps the economy 
going. The. end resultis a society 'locked in' to consumption growth 
by forces outside the control of individuals. 


Physical infrastructure and social architecture conspire against us 
here. Lured by our evolutionary roots, bombarded with persuasion 
and seduced by novelty: we are like children in the sweet shop, 
knowing that sugar is bad for us but unable to resist the tempta- 
tion. 


These insights .are damning for the prospects that laissez-faire 
individualism is a sufficient governance mechanism for a lasting 
prosperity. Left to our own individual devices, it seems, there is not 
much hope that people will spontaneously behave sustainably. As 
evolutionary biologist Richard Dawkins has concluded, sustain- 
ability just 'doesn't come naturally' to us." 
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Selfishness and altruism 
At the same time it is a mistake to assume that human,lll0tivations 
are all selfish. Evolution doesn't preclude moral,s()cial and altruis- 
tic behaviours. On the contrary, social behaviours" evolved, in 
humans precisely because they offer s.elective advantages t(), the 
species. All of us are torn to some extent between selfishness and 
altruism. 


The psychologist Shalom Schwartz. and his colleagues 'h~ve 
formalized this insight into a theory of underlyinghumanyalues. 
Using a scale that has now been teste4 in over, 50 countries, 
Schwartz suggests that our values. are structured, around,., two 
distinct tensions in our psychological make-up (Figure 10.1). One 
is the tension between selfishness (self)enhancement, in Schwartz's 


Openness to change Self-transcendence 


Self-enhancement Conservation 


Figure 10.1 Schwartz's 'Circumplex' of human values 
Source: Adapted from Schwartz 1994, p24. 


scheme) and altruism (self-transcendence). The other is a tension 
between openness to change and conservation - or in other words 
between novelty and the maintenance of tradition." 


Schwartz provided an evolutionary explanation for these 
tensions .: ' As.·" society evolved in groups, people were caught 
between the needs of the individual and the needs of the group. 
And as they struggled for survival in sometimes hostile environ- 
ments, people were caught between the need to adapt and to 
innovate and'the need for stability. In other words, both individ- 
ualism and the pursuit of novelty have played an adaptive role in 
our common survival. But so have altruism and conservation or 
tradition. 


The important point here is that each society strikes the balance 
between altruism and selfishness (and also between novelty and 
tradition) in different places." And where this balance is struck 
depends crucially on social structure. When technologies, infra- 
structures, .institutions and social norms reward self-enhancement 
and novelty, then selfish sensation-seeking behaviours prevail over 
more considered, altruistic ones. Where social structures favour 
altruism and tradition, self-transcending behaviours are rewarded 
and selfish behaviourmay even be penalized." 


This finding suggests that we must ask searching questions 
about the balance of the institutions that characterize modern soci- 
ety. Do they promote competition or cooperation? Do they reward 
self-serving behaviour or people who sacrifice their own gain to 
serve others? What signals do government, schools, the media, reli- 
gious and community institutions send out to people? Which 
behaviours are supported by public investments and infrastructures 
and which are discouraged? 


Increasingly, it seems, the institutions of consumer society are 
designed to favour a particularly materialistic individualism and to 
encourage the relentless pursuit of consumer novelty because this is 
exactly what's needed to keep the economy going. 
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The erosion of commitment is a structural requirement for 
growth as well as a structural consequence of affluence .. ·Growth 
calls on us to be myopic, individualistic novelty seekers; because 
that's exactly what's needed to perpetuate .the economic system. 
And at the same time, it supports us in this transition by under- 
mining the commitment devices that support more altruistic and 
more conservative values. 


And yet this doesn't just happen by itself Government plays a 
crucial role here, precisely because it bears a responsibility for the 
stability of the macro-economy. The individualistic pursuit of 
novelty is a key requirement in consumption growth, and economic 
stability depends on consumption growth. Little surprise, then, 


J 
that the drift of policy is in these directions. 


Varieties of capitalism 
This drift has not been uniform across all nations. As we~ve already 
seen, there are some clear distinctions between different 'varieties' 
of capitalism. For example, inequality tends to be higher in liberal- 
ized market economies than in coordinated market economies." 
And it's mainly in the liberalized market economies that savings 
rates have fallen so dramatically in recent years and consumer debt 
has soared. In Germany, the government has had the opposite 
problem over the last decade finding it hard to persuade its citizens 
to save less and consume more. 


Some other interesting differences emerge. Figure 10.2 shows 
the unemployment rates during the run-up to the economic crisis 
in two liberalized market economies (the UK and the US)and two 
coordinated market economies (Germany and . Denmark) .• Though 
starting from a much higher base, unemployment in Germany fell 
by almost 20 per cent over the period from mid- 2007 to the end of 
2008.13 In Denmark, where unemployment was already low, the fall 
was even greater (35 per cent) over the period. In the UK, by 
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Figure 10.2 Unemployment rates in four OEeD countries 2007-200814 
Source: see note 14. 


contrast, unemployment rose by 11 per cent in the last half of 
2008, while the US saw unemployment increase by over a third 
since July2007. 


Recent work suggests that the different varieties of capitalism 
also perform differently in relation to ecological impacts, opportu- 
nities for skills training and various aspects of social capital." Tim 
Kasser and his colleagues show that people in liberalized market 
economies tend to have higher per capita carbon emissions, higher 
infant mortality, higher teenage pregnancies and a greater percent- 
age of people. reporting that they 'feel like an outsider'. 16 


Not all these findings are replicated consistently across all liberal 
market economies and all coordinated market economies. Indeed 
there is some suggestion that the distinctions between liberal and 
coordinated market economies are not as profound as they were 
through the 1980s and 1990s when Peter Hall and David Soskice 
carried out their original analysis.'? 
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Ironically, as we saw in Chapter 2, Germany suffered more during 
the early months of the financial crisis from building its economy on 
exports, than the UK did from building its economy on domestic 
consumption. Both economies, ultimately, were predicated on a 
materialistic consumerism fuelled by debt. And it's too early to tell 
which one will emerge stronger in the end. In a recent article for the 
Huffington Post, Hall argues that Germany's domestic prudence and 
strong manufacturing base will make it more resilient in the long run." 


But the truth is that none of the. varieties of capitalism is im- 
mune from global recession. All of them are to a greater .. or lesser 
extent bound up in the pursuit of economic growth. Differences in 
social and economic organization are differences in degree rather 
than fundamental differences in kind, And a key element in the 
political economy of all capitalist nations appears to be the role of 
~overnment in protecting and stimulating economic growth. 


The conflicted state 
The principal role of government is to ensure that long-term public 
goods are not undermined by short-term private interests. It seems 
ironic then, tragic even, that governments across.thetworld=caad in 
particular in the liberal market economies - have been so~ active in 
championing the pursuit of unbounded consumerfreedoms, ofren 
elevating consumer sovereignty above social goals .•• and actively 
encouraging the expansion of the market into different. areas of 
people's lives. 


It is particularly odd to see this tendency going hand in hand 
with the desire to protect social and ecological goals. It's notablefor 
example that the UK, one of the . most fiercely.rliberal market 
economies, has also been a vociferous. champion of sustainability; 
social justice and climate change policy. The UK's 2005 Sustainable 
Development Strategy received widespread international praise .. Its 
2008 Climate Change Act is a world-leading piece oflegislation. 
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There is a real sense here of policy-makers struggling with 
competing goals .. On the one hand government is bound to the 
pursuit of economic growth. On the other, it finds itself having 
to intervene to protect the common good from the incursions of 
the market. The state. itself is deeply conflicted, striving on the 
one hand to encourage consumer freedoms that lead to growth 
and on the other to protect social goods and defend ecological 
limits. 19 


But the reason for this conflict becomes dear once we recognize 
the role that growth plays in macro-economic stability. )Vith a vital 
responsibility to protect jobs and to ensure stability, the state is 
bound (under current conditions) to prioritize economic growth. 
And it is locked into this task, even as it seeks to promote sustain- 
ability and the common good. Government itself, in other words, 
is caught in the dilemma of growth. 


Overcoming this dilemma is absolutely vital because the lessons 
, from this study make it clear that without strong leadership, change 
will be impossible. Individuals are too exposed to social signals and 
status competition, Businesses operate under market conditions. A 
transition Jrom narrow self-interest to social behaviours, or from 
relentless novelty to a considered conservation of things that matter, 
can only proceed through changes in underlying structure, changes 
that strengthen commitment and encourage social behaviour. And 
these changes require governments to act. 


The trouble is that the thrust of policy over the last half century 
- particularly in the liberal market economies - has been going in 
almost exactly the opposite direction. Governments have systemat- 
ically promoted materialistic individualism and encouraged the 
pursuit of consumer novelty. This trend has been perpetuated, 
mostly deliberately, on the assumption that this form of consumer- 
ism serves economic growth, protects jobs and maintains stability. 
And as a result, the state has become caught up in a belief that 
growth should trwnp all other policy goals. 
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But this narrow pursuit of growth, represents a horrible distor- 
tion of the common good and of our underlying humamvalues.lt 
also undermines the legitimate role of government. Astate framed 
narrowly as the protector of market freedom in the unbounded 
pursuit of consumerism bears no relation to any meaningful vision 
of social contract. The state is society's commitment device, par 
excellence, and the principal agent in protecting our shared' pros- 
perity. A new vision of governance that embraces this role is 


critical. 
Knowing that family, community, friendship, health and so on 


are vital -influences on prosperity, and that the ability of the indi- 
vidual J> protect these factors is being eroded in modern society, 
there would appear to he a dear argument in favour of an increased 
role for government in this regard. 


Equally, accepting that unemployment, injustice and inequality 
have impacts not just at the individual level but at the . level of 
aggregate well-being, there would appear to be an argument· in 
favour of government intervening to protect employment, justice 


and equality. 
Such a role would be, in a sense,. a re-invigoratioJ1 of the idea of 


the social contract. Within such a contract, a legitimate role for 
government would be to strengthen and protect commitment 
devices which prevent myopic choice and, equally importantly, to 
reduce the pernicious structural impacts which increase inequality 


and reduce well-being. 
Of course, such a vision requires a : democratic • mandate. 


'Political change comes from leadership and popular mobilisation. 
And you need both of them' argued UK Climate Change Secretary 
Ed Miliband in December 2008.20 Authoritarianism is damaging to 
human well-being in its own right}! And in any case it is unlikely 
to succeed in modern pluralistic societies. Governance for prosper- 
ity must engage actively with citizens both in establishing the 
mandate and delivering the change. 
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But this doesn't absolve government from its own vital 
responsibility in ensuring a shared prosperity. The role of govern- 
ment is to provide the capabilities for its citizens to flourish - 
within ecological limits. The analysis here suggests that, at this 
time, responsibility entails shifting the balance of existing institu- 
tions and structures. away from materialistic individualism and 
providing instead real opportunities for people to pursue intrinsic 
goals of family, friendship and community. 


Unfortunately, for as long as economic stability depends on 
growth, this isn't going to happen. There will inevitably be a 
tendency for governments to support social structures that reinforce 
materialistic, novelty-seeking individualism. Because that's what it 
takes to keep the economy afloat. 


But it doesn't have to be like this. Freeing the macro-economy 
from the- structural requirement for consumption growth will 
simultaneously free government to play its proper role in delivering 
social and environmental goods and protecting long-term interests. 
The same goal that's vital for a sustainable economy is essential to 
governancefor prosperity. The conflicted state is itself a casualty of 
growth. And in rescuing the economy from that dilemma, it stands 
a chance, at least, of rescuing itself 








Fhe Transition 
ta a Sustainable 
.Bcanomy 


In the end, this .economic agenda won't just require new 
money. It Will .require a new spirit of cooperation ... We will 
be called upon to take part in a shared sacrifice and shared 
prosperity. 


Barack Obama, February 2008' 


Consumer society seems hell-bent on disaster; but dismantling the 
system. doesn't look easy either. Overthrowing it completely could 
drive us even Jaster along the road to ruin. But incremental changes 
are unlikely to be enpugh. Faced with this kind of intractability it's 
tempting to retrench . .To cling more tighdy to existing tenets. Or to 
resort to. a kind offatalism. A. place where we accept the inevitability 
ofa changingdimate, an unequal world, perhaps even the collapse of 
society. An,d concentrate all our efforts on personal security. 


This responseisunderstandable. But it isn't constructive. Nor, as 
it happens, is it inevitable. Impossibility theorems confront us at 


, every turn. Ecol1omies can only survive if they grow. People won't 
relinquish materialism. The state is powerless to intervene. But time 
and again axiomatic truths dissolve under a more careful scrutiny. 
A • different kind of macro-economics is conceivable. People can 
flourish without more stuff. A new vision of governance does make 
sense. Another world is possible. 
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The economic crisis presents us with a unique opportunity to 
invest in change. To sweep away the short-term thinking that has 
plagued society for decades. To replace it with consi~ered policy- 
making capable .of addressing the enormous challenges of tackling 
climate change, delivering a lasting prosperity. 


Of course it's one thing to have such a visi?n, completely 
another to set about achieving it. But there are h~sica1ly only two 
possibilities for change of this order. One is revolution. The other 
is to engage in the painstaking workofsocial transq:'brrnation. 


There are those for whom revolution appea'ISto be the answer. 
Or ·if not the answer, then at least the inevitable consequence of 
coririnued social and ecological dysfunctioh. Let's end capitalism. 
Let's reject globalization. Let's undermine corporate power and 
overthrow corrupt governments. Let's dismantle the old institutions 
and start afresh. 


But there are risks here too. The spectre of a new barbarism lurks 
in the wings. A world constrained for resources, threatened with 


I climate change, struggling for economic stability: how long could we maintain civil society in such a world if we have already torh down every institutional structure we can lay our hands on? 
To reject revolution is not to accept the. status quo. Or even. to 


suggest that only incremental change is needed. It should be clear 
from everything that has been said that the scale of the required 
transformation is massive. But we also need concrete steps through 
which to build change. And this is still a task which calls for the 
engagement of governments and those able to make or influence 
policy. 


b Specifying those steps with any degree of precision relies in part 
1 on the opening out of a public and policy dialogue on - the issues. 


Clearly it lies beyond the scope of this (or any other) volume. But 
it would be wrong to leave the question of policy hanging in the air 
completely. And it is possible already to establish some clear direc- 
tions of travel. 


The Tramition to a Sustainable Economy 


In thefollowing paragraphs, some specific recommendations are 
made. Theyfollow directly from the analysis. in the preceding chap- 
ters. Broadly speaking, they fall under three main headings: 


( 


- • Establishing the limits. 
• Fixing the economic model. 
_. Changing the social logic. 


Inevitably, • there are some overlaps between these categories. 
Undoubtedly;there.are things missing. Not all of the suggestions 
can be achieved. immediately. Not .all of . them can be achieved 
unilaterally. But none of them is entirely without precedent and 
there are numerous points of contact with existing initiatives. Taken 


'. , together they offer some policy foundations from which to initiate 
meaningful and lasting change. 


-Establishing the limits 
The material profligacy of consumer society is depleting key natural 
resources and placing unsustainable burdens on the planet's ecosys- 
tems (Chapter 5).· Establishing clear resource and environmental 
limits and integrating. these limits into both economic functioning 
(Chapter 8 and Appendix 2) and social functioning (Chapter 9) is 
essential. The first three specific proposals relate to that task 


J 
Resource and emission caps - and reduction targets 
A much closer attention to the ecological limits of economic activ- 
ity is called for. IdentifYing clear resource and emission caps and 
est~blishi.ng reduction targets under those caps is vital for a sustain- 
able economy.To the extent that they have been implemented, the 
stabilizatiOh targets and emission budgets established for carbon 
provide. an exemplar here." 


The conditions of equity and ecological limits, taken together, 
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} 


suggest a key role for the model known as 'contraction and cenver- 
~ gence' in which equal per capita allowances are established under an 


ecological cap that converges towards. a sustainable leveL3 This 
approach has been applied, to some extent, forcarbon. Similar caps 
should be established for the extraction of scarce non-renewable 
resources, for the emission of wastes (particularly toxic and 
hazardous wastes), for the drawing do~n of 'fossil' grotU?-dwater 
supplied and for the rate of harvesting of renewable resources. 


Effective mechanisms for achieving targets ~der these caps 
\ should be set in place. Once established, these iirk1.ts: also need to 
l be integrated into a convincing economic framework(see Recom- 
mendation 4 below). 


Fiscal reform for sustainabmty 
The broad principle of internalizing the external costs of economic 
activities has been accepted for at least two decades.' Taxing carbon, 


) :::~~$'::::~~:!:~~!!~~ 
\ 


already established through the-Kyoto Pt.o. '.tOCO •. I" 'lkxibili. ty ...•.. mecha.- 
nisms' and in the EU Emissions Tradtng. Scheme ~ would be. to 
allow permits established under a cap (see' Recommendation 1 
above) to be traded.' 


\ 


A useful elaboration of the argument is the principle of an 


:~::;~: ~:oZf~;: :x::~~ft i~:o::s~~:d::o~:gi:at~~dsfrif: 
example pollution). Taxes on carbon (for example) could be 
designed to be fiscally neutral, to reduce the burden on businesses 
and people. New taxes on resource use or carbon would be offset 
through reductions in taxes on labour. This argument has been 


I elaborated over at 1= a 'decade and-has been llnpl"",ented.mv"'Y- 
1 ing degrees across Europe. But progress towards a meanmgful 
ecological tax reform remains painfully slow. 6 
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'Supportfor ecological transition in developing 
countries 


~ 


A key 1l10tivationfol" rethinking prosperity in the advanced econo- 
- rnies is to ll1ake r()om for much-needed growth in poorer nations. 


But as these ec:()nomies expand there will also be an urgent need to 
ensurethat deVelopm.ent is sustainable and remains within ecolog- 
icallimits. 


Specificallj, this calls for robust funding mechanisms to make 
resources available to developing countries. The UN Framework 
Conventioll ()'n Climate Change has already established such a 
mechanisrn, kllownas the Global Environment Facility (GEF)? 
Expandihg orreplicati,ng this kind of resource transfer mechanism 
is, a priority .•• Investment in renewable energy, energy efficiency, 
resource efficiency, low-carbon infrastructures and the protection 
of'carb6n sinks' (f()rests) and biodiversity will remain vital. 


There's another difficult issue for developing economies: namely, 
the" irnpact of reduced consumption in advanced economies on 
their export rnarkets. Interestingly, there is now some evidence to 
suggest that, in the longer term, this will turn out to be a less 
thorny issue than once thought.' Growth in the industrializing 
economies is increasingly built on domestic consumption or trade 
between industrihlizing nations. But there will remain for some 
time a need to provide structural support for developing countries 
in the transitiorlto a sustainable economy," 


Funding both investment and structural needs could take several 
forms including a carbon levy paid by richer nations on imports 
from developing· countries," or a Tobin tax on international 
currency transfers (see Recommendation 6 below). 


) 


Fixing the .economic model 
An economy predicated on the perpetual expansion of debt-driven 
materialistic consumption IS unsustainable ecologically, 
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problematic socially and unstable eCQnQmically.(Chapters2,5and _ 
6). Changing this requires the developmenr Qf.a new macre- 


J
' 
economics for sustainability (Chapters? and 8, Appendix 2): an 
economic engine that doesn't rely fQr its stability • on relentless 
consumption grQwth and expanding material.thrQughput. Building 
that new framework is an urgent priQrity. Policy can cQlltribute to 
that task in several Ways. 


Deveioping an eCOIOgk~bacro-economiCs 
A key step is to develop the technical capacityfQr.what we might 
call an ecological macro-economics .. Essentially this WQuld mean 
being able tQ understand the behaviour of economies when they are 
subject to strict emission and resource use limits. And tQ explore 
hQW economies might work under 8lfferent configurations of 
consumption, investment, labour emplQyment anfl prQductivity 
growth. 


A key requirement is to reframe our preconceptions .. about both 
lab our and capital productivities. The continued pursuit of labour 
productivity drives economies towards growth simply to maintain 
full employment, But this trend is. unlikely tQ.cQntinue. in an 
eCQnQmy geared towards (more labQur .• intensive) •.•• services 
(Chapter 8). The impact .of falling labQur prQductivities is already 
an issue in the EV.l1 Rather than stimulating a cQntinuedsearch 
fQr high prQductivities, it WQuld be, better tQ engage: in ~tructural 
transitiQn tQwards IQw-carbQn, labQur-intensive activities .. and 


( , . . . 


sectQrs. 
'EcQlQgical investment' (see belQw) has alSQ emerged as a key 


requirement in this analysis. The questiQn QfprQductivity is .once 
again crucial. But here the questiQn is abQut the prQductivity .of 
capital. EcQlQgical investments will have different rates and periQds 
.of return. In cQnventiQnal terms they are likely tQ be 'less prQduc- 
tive' . ECQlQgical investment will therefQre. ,need tQ address' the 
cQnditiQns as well as the targets .of investment (Appendix 2). 
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There is also a clear case for a new macro-economics to include 
some. account of-she value of natural capital and ecosystem 
servicesP Ultimately, these will need to be integrated into accounts 
of capital stocks. and into production functions and consumption 
flQws. ' , 


HQW alLthis might work is an enormous but exciting challenge. 
There •• are. virtually no real precedents . for a coherent macro- 
eCQnQmicframewQrkfQr sustainability," But the new economics of 
sustainabiliry is not the dismal science of Thomas Malthus. It's a 
place that Q1.lght ro attract bright, yQung economists to elaborate an 
economicssieaee fit fQr the future. 


I"-v~$ting in jqbs, assets and infrastructures 
Investment in jobs., assets and infrastructures emerges as a key 
component, nQtjustQfecQnQmic reCQvery but as one of the found- 
ations QfanewecQIQgical macro-economics, Ecological investment 
has some dear targets. These include:" 


• ,retrQfitting buildings with energy- and carbon-saving measures; 
• renewable energy technologies; 
• redesigning utility. netwQrks,. in particular the electricity grid; 
• public transPQrtinfrastructures; 
• public sl'aces.{pedestrianizatiQn, green spaces, libraries and SQ .on); 
• eCQsystem maintenance and prQtectiQn. 


Investment in jQbs and skills will alSQ be vital in maintaining and 
, imprQving buildings and infrastructures. In fact the creatiQn .of jQbs 
shQuld be thQught Qfas ,a legitimate fQCUS fQr investment whenever 
emplQyedJabQur is prQtecting .or imprQving public assets. 


But eCQlQgical investment is nQt just abQut targeting investment 
tQwards. specific gQals. It alSQ demands a different 'ecQlQgy' .of 
investment. In particular, it will need tQ address the cQnditiQns .of 
investment, rates and periQds .of return, and the structure .of capital 
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markets. Ultimately, this will also mean raising tough questions 
about the ownership of assets, and control over the surpluses from 
those assets. The nature and role of property rights lies at the heart 
of these questions. 


increasing financial and fiscal pf1jdence 
Debt-driven materialistic consumption has propped up economic 
growth over the last two decades. But maintainingcitchas de-stabi- 
li~e~ the ma~ro-e~o~m~ and contributed. to the global econon:ic 
CrISIS. There IS an'::;emergmg agreement that anew era"offinanclal 
and fiscal prudence needs to be ushered in. A. number ofimportant 
suggestions have already been discussed in the international arena." 


These include: reforming the regulation of national arid interha- 
tional financial markets; outlawing unscrupulous and destabilizing 
market practices (such as short-selling); reducing excessive execu- 
tive remuneration packages (or making them performance related); 
providing greater protection against. consumer debt and greater 
incentives for domestic saving. 


Some other measures also warrant consideration.· One that's 
received attention for a number of reasons is the idea ,ofa tax on 
international currency transfers. The so-called Tobin taxwa.s origi- 
nally devised (by Nobel economist James Tobin) as a mechanism to 
reduce the potentially destabilizing effects ofcurrency>fluctuiltions. 
It's also been supported as a mechanism to . reduce the< excessive 
mobility of capital generally, and as a way of funding development 
(by redistributing the revenues from the tax as development aid);" 


Another proposal aimed at stabilizing financial markets is to 
increase public control over the money supply. Most of the money 
in circulation at anyone time (in advanced economies) is now 
created by private banks as loans to businesses or .householders. 
This is only possible because banks are not required to hold reserves 
equivalent to all deposits by savers - a so-called 'fractional' teserve 
system operates. 
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Prudence dictates that some proportion of the banks' assets are 
held as reserves. The higher this proportion, the higher the degree 
of prudence. One of the problems encountered by banks during the 
2008 financial crisis was the failure to hold adequate reserves. Some 
have called for a 100 per cent reserve system." In such a system 
governments would retain full control over the money supply. 
Liquidity would be much lower, investment. and debt would be 
more tightly controlled. 


Revi$i~g ~he.n.atiQnai accounts 
The GDP is really nothing more and nothing less than a measure 
of 'busy-ness' in the economy (Chapter 8). It measures the amount 
of spending and saving by consumers, or equivalently the value 
added from economic activities. But the shortfalls of this as a useful 
measure evenofeconomic well-being are well-documented. These 
include the,faiiure of the GDP to account properly for changes in 
the asset base; to incorporate the real welfare losses from having an 
unequal distribution of income; to adjust for the depletion of mate- 
rial resources and other forms of natural capital; to capture the 
external costs of pollution and long-term environmental damage; 
to accountforthe costs of crime, car accidents, industrial accidents, 
family breakdown and other social costs; to correct for 'defensive' 
expenditures and positional consumption or to account for non- 
market services such as domestic labour and voluntary care. 


The case against the GDP has a strong economic pedigree and has 
attracted a lot of attention over the years. A number of attempts have 
been made to construct adjusted indicators that might do a better 
job. These include the World Bank's Adjusted Net Savings index, 
Nordhaus andTobins Measure of Economic Welfare and Daly and 


. Cobb's Index of Sustainable Economic Welfare. The OECD's Beyond 
GDP initiative3Ias attempted to collate these different attempts. 
PresidentSarkozy's Commission on the Measurement of Economic 
Performance and Social Progress is also dedicated to this question. 
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The time is ripe to make progress in developing nationaLaccounts 
that provide a more, robust measure of economic perfermance." 


.) 


Changing the social logic 
The social logic that locks people into materialistic consumerism as 
the basis for participating in the life of society is extremely power- 
ful, but detrimental ecologically' and. psychologically>{Ghapters 
4-6). An essential pre-requisite for a-lasting prosperity is to free 
people from this damaging dynamic and provide oppbrtunitiesfor 
sustainable and fulfilling lives (Chapter 9). The final five. recom- 
mendations focus on this task. 


Working time policy -r-, . 
~f· 


Working time policy is import:lfl~[h a sustainable. economy for two 
reasons. Firstly, the number of hours 'that people work bears an 
important. relation (via labour productivity) to output. Specifically, 
output is equal to the number of hours worked multiplied by the 
labour productivity: In an economy in which labour productivity still 
increases but output is capped (forinsrance. for· ecological reasons), 
the only way to maintain macro-economie-stabiliry and protect 
people's livelihoods is by sharing out the available.work.This often 
happens already on a smaller scale during recession •. 


Secondly, reduced working hours have been sought for their own 
( 


sake for various reasons. One of these, ironically, was.inthehelief 
that it would increase labour productivity. This was the rationale 
for example for the French 'experiment' with a 35-hour.working 
week." The reasoning behind this is that when peoplework-shorter 
hours they are more productive during those hours because they are 
better rested, more alert and fitter. 


These benefits of course have been called-forin their own right 
by employee organizations and campaigners." Specific policies to 
reduce working hours and improve the work-life. balance. could 


include: greaterflexibility for employees on working time; measures 
to combat discrimination. against part-time work as regards grad- 
ing, promotion, training, security of employment and rate of pay; 
better incentives to employees (and flexibility for employers) for 
family time,. parental leave and sabbatical breaks." 


Tacklif)g syst:etnic inequality 
Systemic income· inequalities increase anxiety, undermine social 
capital~and expose lower income households to higher morbidity 
and lower life satisfaction. In fact, the evidence of negative health 
and social' effects right across unequal populations is mounting. 
Systemic inequality also drives positional consumption, contribut- 
ing to a material 'ratchet' that drives resources through the economy. 


Tacklinginequality would reduce social costs, improve quality of 
life and change the dynamic of status consumption. Yet too little 
has been done to reverse the long-term trends in income inequality, 
which are still'increasing, particularly in the liberalized market 
economies, even policies and mechanisms for reducing inequality 
and redistributingincomes are well-established. 


These include revised income tax structures, minimum and 
maximum 'income levels, improved access to good quality educa- 
tion, anti-discrimination legislation, anti-crime measures and 
improving the local environment in deprived areas. Systematic 
attention to these policies is now vital. 


MeaslIrillg capabilities and flourishing 
The suggestion that prosperity is not adequately captured by 
conventional measures of economic output or consumption leaves 
open the need to define an appropriate measurement framework 
for. a lasting '. prosperity. This must certainly include a systematic 
assessment of people's capabilities for flourishing across the nation 
(and in different population segments). Such an assessment would 
set out specifically to measure flourishing 'outcome variables' such 


, , ~ ~~~~~~~~~~~~~~~~~~~ II.·.N .... 
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as healthy life expectancy, educational participation, trust, commu- 
nity resilience and participation in the-life of society. 


A number of suggestions along. these lines. have been. made 
already. Perhaps the closest model to what is being suggested here 
is the Dutch work on developing a 'capabilities index' (see-Chapter 
4). But suggestions to develop national well-being accounts also 
draw onCthis logic of 'measuring what rrtatters'. A further step 
would be to integrate such accounts systematically into the existing 
national accounting framework (see Recommendation 7 above) 
and perhaps even adjust economic accounts for changes..in the 
flourishing accounts." 


Strength~ning social c.apital . =«: ' ... 
Understanding that prospenty consists In PJft in our capabtlmes to 
particip,\te in the life of society. demands •• that. attention is paid to 
the underlying human and social resources required-fes this task. 
Creating resilient social communities is particularly important in 


, the face of economic shocks. As the examples cited in Chapter4 
show, the strength of community can make the difference between 
disaster and triumph in the face of economic collapse: 


A whole raft of policies is needed to build social capital and 
strengthen communities. These includes creating and protecting 
shared public spaces; encouraging community-basedsustainability 
initiatives; reducing geographical labour mobility; providing train- 
ing for green jobs; offering better access to lifelong learning and 
skills; placing more responsibility for planning in the hands·oflocal 
communities, and protecting public service broadcasting"museum 
funding, public libraries, parks and green spaces. 


There are some signs that the systematic erosion of social capital 
is being addressed. Third. sector initiatives are beginning to focus 
specifically on building the resilience of communities. Examples of 
this include the International Resilience project in <Canada, the 
Young Foundation's Local Well-being Project in the UK and the 
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growing. international Transition Town movement." Some support 
is beginning to. emerge from governments' own recognition of the 


. importance of social. capiral." But state initiatives still remain 
isolated and sporadic. A systematic policy framework is needed to 
support social cohesion and build resilient communities. 


Dismantling the .. culture of' consumerism 
Consumerism. has •• developed partly as a means of protecting 
consumption ... driven economic growth. But it promotes unproduc- 
tive status competition and. has damaging psychological and social 
impacts on people'slives. The culture of consumerism is conveyed 
through institutions, the media, social norms and a host of subtle 
and not so subtle signals encouraging people to express themselves, 
seek identity and search for meaning through material goods. 
Dismantling these complex incentive structures requires a system- 
atic attention to the myriad ways in which they are constructed. 


Most obviously, there is a need for stronger regulation in relation 
to the commercial media. Particular concerns exist over the role of 
commercial. advertising. to children. Several countries (notably 
Sweden and Norway) have banned TV advertising to children 
under 12. The creation of commercial-free zones such as the one 


. established by Sao Paolo's 'Clean City Law' is one way of protect- 
ing public space from commercial intrusion. Another is to provide 
systematicsupportfor public media through state funding. As the 
Institute for. Local Self-Reliance argues, 'communities should have 
the right to reserve spaces free of commercialism, where citizens can 
congregate or exchange ideas on an equal footing'." 


There is also a role for stronger trading standards to protect citi- 
zens both as workers and as consumers. The Fair Trade initiative is 
a good example of what can be achieved by companies prepared to 
act on a voluntary basis. But it isn't yet extensive enough to protect 
ecological •• and ethical standards along all supply chains. Or to 
ensure that these questions register on people's buying behaviours. 








Prosperity without Growth 


Trading standards should also systematically address the durability 
of consumer products. Planned and perceived obsolescence are one 
of the worst afflictions of the throw~away society and undermine 
both the rights and the legitimate interests of people as consumers 
and citizens. 


Unravelling the culture - and changing the, social logic - ,of 
consumerism will require the kind of'sustained and systematic: 
effort it took to put it in place to start with. Crucially though,;this 
'effort dearly won't succeed as a purely punitive endeavour. Offering 
people viable alternatives to the consumer way of life is vital. 
Progress depends on building up capabilities for people to flourish 
in less materialistic ways. 


<: 
~ 


Not Utopia 
The proposals outlined above flow directly from the analysis in 
preceding chapters of the book. But many of them sitwithinlonger 
and deeper debates about sustainabilityi well-being and economic 
growth. And some of them at least connect closely with existing 
concerns of government - for example, over resource scarcity, 
climate change targets, ecological taxation. and social well-being. 


Part of the aim of this book was to provide a coherent founda- 
tion for these policies and help strengthen the hand of government 
in taking them forward. At the moment;' in spite of its best efforts, 
progress towards sustainability remains painfully slow. And it tends 
to stall endlessly on the overarching commitment to economic 
growth. A step change in political will is essential. But that too is 
possible - once the conflicts that haunt the state are resolved 
(Chapter 10). 


One thing is clear. There is now a unique opportunity" for 
governments in advanced economies - by pursuing these steps - to 
initiate change of a wider nature. And in the process to demonstrate 
economic leadership and to champion international action on 
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sustainability, This process must start by developing financial and 
ecological prudence at home. It must also begin to redress the 
perverse incentives and damaging social logic that lock us into 
unproductive status competition. 


Above all, there is an urgent need to develop a resilient and 
sustainable macro-economy that is no longer predicated on relent- 
less consumption growth. The clearest message from the financial 
crisis of 2008 is that our current model of economic success is 
fundamentally flawed. For the advanced economies of the western 


, world, prosperity without growth is no longer a utopian dream. It 
is a financial and ecological necessity. 
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