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Abstract

The world is confronted with several aggravating and interconnected crises:
multidimensional ecological breakdown, rising inequality, not least the Covid-19 pandemic
and its repercussions. Tackling these challenges in a sound manner requires to identify their
root causes. In that endeavour, the role of economics should be to identify and explain the
interconnections of these phenomena with the current economic system, and thereby pave
the way for purposive interventions. Thus far, analyses and respective solutions provided by

the economics mainstream do not live up to the urgency and scope of these crises.

Degrowth/Post-Growth economics has emerged as a new paradigm to address these
shortcomings. It seeks to reorganise the economy towards equity and sustainability, and it
proposes concrete measures to achieve such a transformation. This thesis affirms the need
for a social-ecological transformation of both the economy and economics to tackle the
current crises. Yet it argues that Degrowth/Post-Growth economics still lacks a
comprehensive analysis of its proposals for transformation in light of the contemporary

capitalist system.

This thesis aims to assess and advance Degrowth/Post-Growth economics by elaborating,
from the ground up, the fundamental structures and relations of capitalist economies, the
dynamics to which they give rise, and how they play out in the 21st century. This analysis
allows identifying systemic drivers of environmental degradation and inequality as well as
necessary steps to change course. While certain measures may ‘simply’ be required to avert
climate breakdown, alleviating the fundamental drivers of the social-ecological crisis
requires nothing less than systemic change of both the economy and the discipline of
economics. Drawing on the rich heterodox economics tradition, predominantly but not
limited to Marxian Political Economy, this thesis aims to contribute to this effort by offering

perspectives on theory, methodology and policy usually absent in mainstream discourse.
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1 Introduction

‘In its beginnings, economics was a revolutionary intellectual effort to seek out and
to establish the working principles of an economic system best able to advance the
cause of mankind’ (Baran 1957, 4).

The world is confronted with several aggravating and interconnected crises:
multidimensional ecological breakdown, rising inequality, not least the Covid-19 pandemic
and its repercussions. Tackling these challenges in an adequate manner requires identifying
their root causes. In that endeavour, the role of economics should be to identify and explain
the interconnections of these phenomena with the current economic system and thereby
pave the way for purposive interventions in the economy. Yet, thus far, existing analyses and
their respective solutions provided by mainstream economics do not live up to the urgency

and scope of the crises (Bauerle 2021; Galbraith 2021; Keen 2020; Spash and Guisan 2021).

Degrowth and Post-Growth (DG/PG) has emerged as a new paradigm aiming to address
these shortcomings. It exposes several problems related to the perpetual pursuit of
economic growth, particularly its role as driver of global warming due to related increases
of resource use and greenhouse gas (GHG) emissions. The critique of economic growth also
includes its adequacy both as a policy target and as a measure of welfare. Although the role
of economic growth in ecological and social crises is a central issue in DG/PG, it is not the
growth or reduction of the Gross Domestic Product (GDP) per se that is of concern. Rather,
DG/PG seeks to offer both a vision and concrete steps for a more general rethinking of
economics, and reorganisation of the economy geared towards equity, wellbeing,
democracy and environmental sustainability (Kallis et al. 2018). DG/PG is aimed at
countries in the Global North which have historically contributed disproportionately to the
environmental crisis and whose material wealth is intricately connected to exploitative
relations with other world regions both in environmental and social terms (Hickel 2019;

Hickel, Sullivan, and Zoomkawala 2021).!

The last decade has seen an increase in research and activism around DG/PG (Weiss and
Cattaneo 2017). The concept has recently also received greater attention beyond niche

circles, e.g. in the Harvard Business Review (Roulet and Bothello 2020), The Guardian

' If not specified otherwise I refer to countries in the Global North in my elaborations on DG/PG.



(Seaton 2021) or The New Yorker (Cassidy 2020).> There have also been initiatives in the
policy realm to scrutinise the adequacy of economic growth as measure of wellbeing and
policy goal. Examples include the All-Party Parliamentary Group on Limits to Growth in
the UK, the study commission ‘Growth, Prosperity and Quality of Life’ in Germany, the
‘Commission on the Measurement of Economic Performance and Social Progress’
(commonly known as 'Stiglitz-Sen-Fitoussi Commission') and the European Commission’s
‘Beyond GDP’ initiative.> Some of the recently launched proposals fora Green New Deal are
reluctant or explicitly critical of the pursuit of economic growth as a policy target
(Hofferberth and Schmelzer 2019).* Despite the surge of attention and activities within and
beyond academia, research on the transition to a DG/PG economy remains limited,
especially in the discipline of economics (Kallis, Kerschner, and Martinez-Alier 2012; Weiss
and Cattaneo 2017). The general desirability of economic growth is rarely contested, and the
consideration of negative implications of pursuing economic growth represents an
exception: ‘There is yet no fully fledged macroeconomics for a post-growth economy’

(Jackson 2017, 174).

Understanding ‘{m]acroeconomics as the study of the workings of the economy as a whole,,
this thesis aims to contribute towards filling this gap (Fine and Dimakou 2016, 5). It affirms
the need to rethink both the economy and economics in order to tackle contemporary major
ecological and social challenges and considers DG/PG economics a promising avenue
forward.5 By the same token, it argues that the systematic analysis and appreciation of the
potential and limits for DG/PG in light of the functioning of 21* century capitalism is still
insufficient. Although there has been an increase in research connecting DG/PG thinking
with analyses of the structures and dynamics of capitalism over the last years (and thus the
course of this PhD) crucial gaps remain. This concerns in particular contemporary forms of
capitalism, namely globalisation, financialisation and potential rentierisation.
Furthermore, analyses of capitalism within DG/PG often focus either on capitalism as driver

of ecological and social crises or on DG/PG as a remedy to the failings of capitalist

2 For an overview of the historical development of both research and activism around DG/PG, see
Kallis et al. (2018) and Weiss and Cattaneo (2017).

3 https://limits2growth.org.uk/,
https://www.ratswd.de/en/info/enquete-commission-growth-prosperity-and-quality-life,
http://ec.europa.eu/eurostat/documents/118025/118123/Fitoussi+Commission+report,
http://ec.europa.eu/environment/beyond_gdp/index_en.html, all accessed 23.05.2017.

4 The resolution for A Green New Deal by US congresswoman Alexandria Ocasio-Cortez (2019),
proposals for a Green New Deal by the British Labour Party (2019) and the New Economics
Foundation (2019) are examples of the former; the Green New Deal for Europe (2019) for the latter.
5 When speaking about social crisis I refer to both rising inequality and the persistence of poverty.



economies. While these are clearly essential issues more attention needs to be paid to the
exploration of how capitalist institutions and dynamics complicate and hamper the
implementation of DG/PG, and how these obstacles can be dealt with. The lack of a detailed
elaboration of the connections between specific proposals for change and the system’s
characteristics and dynamics, both in the abstract and its concrete forms(s) at the current
historical juncture, may impair their adequacy;, feasibility and success. At worst, undesired
and counterproductive outcomes may result (Harvey 2010; Shaikh 2016).

‘We need to get behind the surface appearances if we are to act coherently in the
world. Otherwise, acting in response to misleading surface signals typically
produces disastrous outcomes’ (Harvey 2015, 5).

This thesis aims to assess and advance DG/PG economics by means of viewing it within a
system’s perspective on global capitalism at the current historical juncture. It offers a
theoretical understanding of the capitalist economic system tailored to both grasping its
connections to ecological and social crises and assessing proposals for change. Thereby, it
aims to contribute to the advancement of economic theory and policy fit for a social-

ecological transformation.

The remainder of this introduction provides a brief discussion of the extent of the current
ecological and social crisis. Against this backdrop, it discusses the shortcomings of
mainstream neoclassical economics to adequately address these challenges and introduces
DG/PG economics as an emerging alternative. These elaborations reveal several research
gaps which give rise to the specific research questions pursued in this dissertation. They

will be discussed prior to closing the introduction by outlining the structure of this thesis.

1.1 The state of the current ecological and social crises

Global warming, biodiversity loss, land-system change and nitrogen and phosphorus cycles
represent four of nine so-called planetary boundaries (PB) which are currently
transgressed. Planetary boundaries are understood as biophysical processes deemed
essential for the stability of the global ecosystem. Halting their transgression
simultaneously represents an imperative for preventing major ecological breakdown, and a
formidable task. The interconnectedness of the different processes adds to the complexity
(Rockstrom et al. 2009; Steffen et al. 2015). The example of climate change, probably the
most well-known PB, illustrates the challenge of ‘merely’ mitigating one PB. Reducing GHG

emissions to a level which prevent global temperatures from rising beyond 1.5°C, and thus



the worst impacts of climate change, requires changes in economic organisation at a speed
and scale without historical precedent in human history (IPCC 2018). The required
emission reductions amount to around 8% per year for the next decade which compares to
reductions only previously observed during war time or pandemics, including the Covid-19
pandemic and related economic lockdown (IEA 2020; UNEP 2019). The necessary changes
concern all areas of the economy, from transport and infrastructure, industry and related

energy and material use (IPCC 2018).

Beyond scale and speed, the highly unequal contribution, exposure and ability to react to
the environmental crisis are key considerations in adequately tackling it. Emission
trajectories expose that today's wealthiest regions have historically emitted the most CO.,.
An estimate of cumulated emissions since 1820 shows that a little less than 50% of total
global emissions since the Industrial Revolution stem from North America, Western Europe
and other high-income countries. The immense increase of emissions in China over the last
decades ascribe it 12% of the total emissions produced in that period. Current and historical
per capita emissions data indicate that an average person in North America has
continuously and substantially emitted at many times the global average. The same holds
for Western Europe even if at a much lower absolute emissions level. Current per capita
emissions are still very unequal, even though they are converging (yet, at a level too high to

prevent catastrophic climate change) (Chancel and Piketty 2015).

Although already instructive, such accounts of territorial emissions conceal emissions
related to consumption patterns and lifestyles in respective regions. Taking consumption-
based per capita emissions into consideration exposes even greater inequalities.
Consumption in high-income countries relies to a large extent on carbon-intensive
production elsewhere (Chancel and Piketty 2015; Hubacek, Baiocchi, Feng, Muiioz Castillo,
et al. 2017; Liddle 2018; Plank et al. 2018). By the same token, there exist vast inequalities
within countries. Looking at global averages reveals a strong concentration of CO,
emissions by a relatively small elite: 'top 10% emitters contribute to about 45% of global
emissions, while bottom 50% emitters contribute to 13% of global emissions. Top 10%
emitters live on all continents, with one third of them from emerging countries' (Chancel
and Piketty 2015, 2). Affluence is a major determinant of environmental impact (Wiedmann
et al. 2020). Very generally, the carbon intensity of one’s lifestyle increases with rising
income and related changes in consumption patterns, disclosing another qualitative

element to environmental inequality: "Whereas the lower income households spend a larger



share of their income on necessities such as food, clothing and shelter, with increasing
income the share of luxury items, services and travel increases’ (Hubacek et al. 2017b, 3).
Luxury items often having strong environmental impacts further aggravates inequity
(Oswald, Owen, and Steinberger 2020). Finally, inequality itself drives ecological
degradation by fuelling conspicuous consumption: 'members of unequal societies are likely
to devote more of their resources to status-seeking behaviours such as acquiring positional

goods' (Walasek and Brown 2015, 257).

Beyond these multiple environmental inequalities, the unequal distribution of income and
wealth both within countries and globally is of major concern (Piketty 2020; Wilkinson and
Pickett 2010). The share of national income going to the top 10% indicates that income
inequality has risen in almost all world regions in the last decades: ‘Since 1980, income
inequality has increased rapidly in North America, China, India, and Russia. Inequality has
grown moderately in Europe’ (Alvaredo et al. 2018, 9). Estimating inequality among the
total global population indicates that since 1980 the income share of the global top 1% has
risen from 16% to over 20% in 2016 while the share of the bottom 50% stagnates at around
9%. One crucial aspect of the recent rise in income inequality are spikes in top incomes,
especially 'the rise of supermanagers'. The trend of extremely high remuneration of
executives of large corporations can be observed - in variegated form - in many high-

income and emerging economies (Piketty 2014).

Comparing per capita incomes between countries shows that large disparities still exist,
with monthly per capita incomes as low as 150 euros in Sub-Saharan Africa to levels twenty
times as high in the United States (Piketty 2014, 61).° The question of whether convergence
is happening or not is contested. While the population-weighted Gini coefficient suggests
convergence between countries in the last decades, the unweighted Gini coefficient
indicates the opposite. Moreover, taking China out of the equation eliminates convergence
trends.” A large divide between countries in the Global North and South prevails (Hickel

2017).

Looking at the functional income distribution rather than deciles and centiles reveals that

¢ These numbers are based on purchasing power parities. Measured in current exchange rates the
differences would appear to be much bigger (Piketty 2014, 64).

7 The specificities of the Chinese case cannot be dealt with in this thesis but warrant closer
consideration in the debate of the possibilities for self-determined social-ecological economic
development, in particular in the Global South (cf. Weber 2021).



the labour share in national income has fallen in many high-income countries as well as
globally during the last decades. This ‘reflects a shift in the balance of power between capital
and labour’ affecting workers around the globe (Fine and Bayliss 2016, 25; Hein and Dodig
2013; ILO 2019). This perspective highlights the necessity of considering the economy not
only in terms of distribution of incomes but also as a global and hierarchical system of

production (Hofferberth 2014; Patnaik 2015).

Observing the global distribution of wealth, even greater inequality becomes apparent. "The
bottom half of wealth holders collectively accounted for less than 1% of total global wealth
in mid-2019, while the richest 10% own 82% of global wealth and the top 1% alone own 45%'
(Credit Suisse 2019, 2). Wealth inequality also persists or rises within many countries. Both
top 10% and top 1% shares of personal wealth in major high- and middle-income countries
such as the US, UK, China and Russia have increased since 1990 (Alvaredo et al. 2018). In
most European countries, ‘the richest 10 percent own around 60 percent of national wealth
[...]. The most striking fact is no doubt that in all these societies, half of the population own
virtually nothing: the poorest 50 percent invariably own less than 10 percent of national

wealth, and generally less than 5 percent’ (Piketty 2014, 257).

While these figures suggest clarity and precision, both incidence and measurement of
inequality are extremely complex. Global aggregate figures have to be handled with
particular caution. Moreover, ‘economic inequalities' in wealth and income interact with
other dimensions, such as gender or race (Davies 201, 144).® Furthermore, they do not
capture developments outside of the monetary realm, e.g. wellbeing of people without
monetary income or processes of dispossession of hitherto common wealth (cf. Patnaik
2014). It speaks to the dominance of the capitalist economic system that inequalities are
predominantly assessed in monetary terms rather than access to essential goods and
services such as health care, education, or food, etc. as indeed it is via money that access to
social provisioning is achieved (Salverda, Nolan, and Smeeding 2011). Thus, while income
and wealth matter, ensuring that decent living standards are met for everybody is important
in its own rights and often neglected in recent debates around inequality (Rao and Min

2018; Wilkinson and Pickett 2010).

Globally, extreme poverty continues to exist alongside extreme wealth (Hickel 2016). This

8 1 refer the reader to Hofferberth (2014) for a more comprehensive discussion of methodological
challenges in inequality research.



is both despite, and due to, the expansionary and dynamic character of the capitalist system
itself: “The capitalist market has globally brought goods and services to the billion or so
better off but cannot provision the world’s people on a socially just or ecologically
sustainable basis’ (Mellor 2016a, 162). This highlights once more that neither inequality nor
ecological destruction are a given, but features and outcomes of the specific functioning of
the current economic system. They must therefore not be understood as the result of some
unalterable laws but structures and relations that can be changed, even if with great
difficulty (Hickel 2017). The challenge is thus to comprehend the characteristics and
dynamics of the system and on that basis identify levers for change. The unsuitability of

contemporary mainstream economics to fulfil this task is the subject of the next section.

1.2 The crisis of contemporary economics

The ecological and social crises are not only interrelated but inherently connected to our
current economic system. The corona pandemic and its numerous repercussions have
further revealed some of the system's weaknesses and vulnerabilities (Spash 2020b).
Addressing these crises at their roots therefore necessarily requires an understanding of the
system’s characteristics and dynamics and their interconnections to these multiple crises.
Strikingly, but not surprisingly, the economics discipline as it stands is ill-equipped for the

task.

The establishment of neoclassical thought as economic mainstream and the subjugation of
macroeconomics to microeconomics implied the consolidation of a very narrow theoretical
and methodological approach that forecloses a realistic, systemic and dynamic analysis of
the economic system as a whole (Fine 2013, 2016; Pirgmaier 2017). As the scope of this thesis
precludes a comprehensive elaboration of this matter the critique focuses on what
constitutes the core of mainstream economics. ‘The core’ encompasses marginal utility and
marginal productivity theory as means to analyse market supply and demand, in turn
relying on the assumption of rational decision-making by optimising individual agents. The
aggregation of these decisions gives rise to the view of the macroeconomy as (Pareto)

efficient and tending towards general equilibrium (Fine 2019a).

Although contemporary analyses are more complex and varied, this core remains largely
intact both in theoretical and methodological terms. Where deviations from that core
occur, they are not necessarily a sign of its abolishment but rather its temporary ‘suspension’

(Fine 2019a, 140). For instance, certain assumptions such as the utility maximising



individual may be dropped to accommodate other motivations of human behaviour
without however discarding utility maximation at a more general level. ‘Suspension’ may
therefore give the impression that the mainstream is no longer ‘neoclassical, to have
become more realistic, and even to be interdisciplinary and heterodox in departing from
what has gone before - although the reality is that the methods, theories and
conceptualisations of the latest phase of economics imperialism remain negligent of, and
hostile to, those of other disciplines and heterodoxy especially regarding the analysis of
the systemic, power, conflict, class and so on that take suspension too far’ (Fine 2019a, 139
40). Thus, ‘suspension’ must neither be equated to the departure of the mainstream from
the hitherto dominant core as a reaction to its shortcomings nor to the proper (social-
ecological) transformation of the economics discipline. On the contrary, it may be seen as

a manifestation of the self-confidence of the mainstream.

What are then the specific ways in which the mainstream economic approach hinders the
adequate analysis of the social, ecological, and economic challenges of our time and,
thence, the development and proposition of interventions that tackle them at their roots?
First and foremost, the neoclassical understanding of the economy as a set of market
relations tending towards general equilibrium fails to account for crucial factors shaping
economic organisation (Fine and Dimakou 2016). The focus on market exchanges disguises
qualitative and quantitative orientation of production and its determining factors. This
includes the social relations underpinning production as well as its biophysical basis - both
of which are key to understanding the contemporary crises. The unequal distribution of the
means of production and incomes which occupied classical political economists is of little
concern in contemporary mainstream economics (Chang 2014; Fine and Dimakou 2016). If
considered, negative corollaries of economic activity such as environmental degradation
are predominantly analysed as externalities, i.e. the results of their insufficient appreciation
through the market (prices) rather than systemic outcomes of economic structures
themselves (Spash and Smith 2019). Consequently, proposed solutions include their
integration into the market or government intervention to correct for market failure but no
more fundamental questioning of the organisation of the economy as such. The
equilibrium view of the economy further suggests stability rather than inherent potential
for disruption and crises, emphasised by several other schools of economic thought (Keynes
1936; Marx 1867; Minsky 2008). This leads to a reductionist analysis of crises both within
the system and beyond it, most strikingly its effects on the environment and social

reproduction.



In addition to distributional issues and questions of environmental sustainability, money
and finance are dealt with in a reductionist manner in neoclassical theory (Davidson 1972).
The ‘classical dichotomy’ between the real and the money economy posits the neutrality of
money in the long run: while money (supply) may affect the real economy in the short run,
the adjustment of prices will bring the economy ultimately back into equilibrium (Fine and
Dimakou 2016). The focus on exchange in neoclassical economics further hinders a realist
account of contemporary financialised capitalism. It leads to an emphasis on money as
means to facilitate the exchange of commodities and overcome any inefficiencies related to
barter. Crucially, the (micro)foundations of neoclassical economics theory themselves
assume away these inefficiencies. With rational agents acting in perfectly competitive
markets there is no role for money other than being a mere ‘numeraire’ (Nicholas 2012). The
simultaneous neglect of other functions of money, such as that of store of value or a means
to make money, including via speculation, inhibits grasping what drives contemporary
bank and non-bank financial institutions as well as financial bubbles and crises. This
reductionist analysis has contributed to the failure to comprehend fundamental
transformations in the monetary and financial system of the last decades, discussed under
the heading of financialisation (see section 5.2). The failure by most mainstream
economists to anticipate the Global Financial Crisis can at least in parts be traced back to

these inappropriate theoretical underpinnings (Fine and Dimakou 2016).

Mainstream growth theories are a particularly telling case, underscoring the need for
alternative theoretical approaches to understand and tackle the social-ecological crisis. The
vast majority neither questions the desirability nor the ecological sustainability of the
pursuit of economic growth. Economic growth is seen as the single most important driver
of development, often equated with the latter (Fine and Dimakou 2016; Snowdon and Vane
2005). The reductionism of the specific models which continue to guide policy decisions is
striking. Most of them draw on some kind of aggregate production function which collapses
the explanation of output (growth) into just a few variables. The discussion of the basic
tenets of the two dominant schools of growth theory since the Second World is illustrative

(cf. Snowdon and Vane 2005).
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The Solow-Swan model (‘Old Growth Theory’) depicts output, Y, as a function of a specific
combination of capital, K, labour, L, and, A, meant to capture the state of technology, i.e.

the specific ways in which capital and labour are combined and put to use.

Y = AF(K, L)

In fact, however, A; includes the effects of all factors not explained by the quantitative
changes of capital and labour. Moreover, while the model brings to the fore the central role
of technological change it is unable to explain how it comes about as it is exogenously

determined.

In view of this shortcoming, ‘new growth theory’ endogenises technological change, so that

Y=F (KL A).

Remarkably, the explanation of technological innovation itself relies on market
imperfections. The generation of knowledge and innovation occurs as externality of the
production process. It is the result of the rational behaviour of optimising individuals (Fine
and Dimakou 2016). A discussion of the kind of technological change capitalism brings
about, and at what costs, is missing. The same holds for the specific structures and drivers
of economic growth in capitalist economies: ‘a comprehensive and systemic ‘bigger picture’
explanation of growth is missing from mainstream growth theories’ (Pirgmaier 2018, 147).
The reductionist account of money in neoclassical economics is reflected in its related
growth theories. It thereby disguises that in capitalist economies economic growth is
primarily pursued in order to earn a monetary return, profit, rather than the production

and exchange of useful goods to satisfy human needs.

Reductionism also applies to the conceptualisation of individual factor inputs. Labour as
a mere technical factor of production disregards any human or social aspects of work(ers),
and people more generally. The microeconomic assumption of economic actors as rational
and optimising utility-maximising individuals underpinning neoclassical theory, and
(new) growth models, has not only been shown to be unrealistic but conceals existing
differences and irrationality in human behaviour, as well as any possibility of social-
decision (Fine and Dimakou 2016; Pirgmaier 2018). Moreover, this approach disguises
inequalities, be it along the lines of class, gender, race or otherwise. Any social or political
factors shaping the behaviour of individuals, households or firms are taken out of the

picture.
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Capital then represents an aggregation of all sorts of heterogeneous goods which are
hardly commensurable in practice. In addition, the historically specific social relations
underpinning capital are disregarded. The treatment of capital and labour as substitutable
input factors further strips them off their distinct qualities. The related theory of
distribution suggests that the income share accruing to respective factor input equals their
marginal product, i.e. wages in the case of labour, and profit in the case of capital. This
disguises the complex and conflict-ridden nature of both production and income
distribution. The structural divide between capital and labour is taken as given. Stability
rather than disruption and conflict is emphasised by both old and new growth theories
through the suggestion of a general ‘steady state balanced growth path’.? These and other
problems connected to marginal productivity theory and the (Cobb-Douglas) production
function were discussed at length in the so-called Cambridge Capital controversies in the
1950-60s, but are ignored in neoclassical thought (Cohen and Harcourt 2003; Harcourt
2015; Shaikh 2016). Finally, in terms of the environment, the above models consider nature,

if at all, as material input required for production.

One striking illustration of the inadequacy of neoclassical (growth) theory to deal with the
current ecological crisis is given by the work of 2018 Nobel Prize laureate William
Nordhaus who develops the ‘Dynamic Integrated model of Climate and the Economy’
(DICE) to analyse climate-economy relations (W. Nordhaus 2018; W. D. Nordhaus and
Sztorc 2013). At the core, it is a neoclassical growth model and approaches climate change
as an optimisation problem: the search is for policy interventions that maximise social
welfare, understood in terms of utility derived from individual consumption. This
approach is problematic on several grounds. Methodologically, DICE carries over the
general problems related to neoclassical growth theory and the Cobb-Douglas production
function. Although consumption is meant to include both commodities and ‘non-market
items such as leisure, health status and environmental services’ it only enters the picture
in monetary terms (W. D. Nordhaus and Sztorc 2013, 7). The account of free time, social
relations, a functioning ecosystem and other factors underpinning welfare and well-being

is thus necessarily reductionist.

Beyond that, the resulting optimal CO, trajectory is one leading to a 4°C rise in global

temperature because ‘it minimizes the joint costs of damage and abatement’ (Keen 2020,

9 The notion of the steady state in neoclassical theory is different to that in ecological economics,
discussed below.
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13). This is not to suggest that Nordhaus himself considers this pathway optimal and
desirable, but it highlights the unsuitability of economic cost-benefit analysis to deal with
the current crisis. Finally, the question of economic growth looms large. As most climate
models to date, Nordhaus never puts in question the pursuit of economic growth, be it as
best means to increase social welfare or as factor driving GHG emissions and resource use
(cf. Hickel et al. 2021). His conclusion of the infeasibility of staying below 2°C even with
strong abatement policies is based on the assumption of high growth rates in the short
term. In view of current trajectories and projections this may be realistic. Yet, the dramatic
implications of such trajectory in terms of global temperature rises do not lead to one
plausible reaction: the exploration of potential Degrowth trajectories, including (policy)
interventions to bring them about. Alongside the above discussion of old and new growth
theory, this recent and much celebrated example bears witness to why mainstream
(growth) theories are unsuitable to comprehend and address the contemporary social-

ecological crisis in a satisfactory manner.

This admittedly limited discussion of mainstream (growth) theory does clearly not do
justice to the multitude of model differentiations that exist. Yet, given that the theoretical
core remains largely intact, or is only temporarily suspended, means that some
generalisations with regard to their explanatory power of real-world developments and
their suitability as guide for social-ecological transformation are nevertheless valid. The
proposition of respective theories being universally applicable, regardless of time or space,
further substantiates this critique (Fine and Dimakou 2016). By failing to account for the
historical specificity of the current economic system, neoclassical mainstream theory
contributes to the naturalisation of the capitalist form of economic organisation
(Hermann 2016). A historically specific form of economic organisation is made to appear
as the general form. This is the case for the system as a whole but also for specific aspects,
be it human labour as wage labour, or economic growth as the purpose of the economy.
Naming and exposing what appears to be given is an essential element of rethinking the
way of organising the economy in an equitable and sustainable manner. Awareness of the
existence of a thing is a precondition for engaging with it. Moreover, what is considered
to be natural is 'assumed to be without alternative', thereby hindering critical engagement,

opposition or even mere consideration of these features (Koch 2018).

The specific theoretical orientation of neoclassical economics discussed until now is

connected to the establishment of a distinct methodological approach, focusing on
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mathematics and modelling. Without denying the usefulness that such approaches can
have in exploring and analysing certain developments in the economy, their limitations
have to be appreciated. They concern, for example, limits to what can be captured by a
model, or in quantitative terms more generally. The preoccupation with internal
consistency rather than realism of models and their assumptions marks the methodological
development of mainstream economics. The same is true for the dominance of deductive
approaches and neglect of inductive and historically specific and dynamic ones (Fine and
Dimakou 2019). These developments struggle to grasp phenomena that are ‘systemic,
involving structures, relations, processes and agencies, and conflict and power’ and turn
them into anathema in mainstream economics (Fine 2016, 21). Yet, it is exactly these issues
that are fundamental to understanding the connections between contemporary capitalism
and the social and ecological crisis and identify both possibilities and stumbling blocks for

change.

Awareness of the mutual interaction between theory and method is crucial because
'methods [...] are implied by and condition the substantive content of the economic theories
put forward and, consequently the problems and solutions that can and cannot be
proposed. In short, at every level of method, theory and concept, it is necessary to be at
least as mindful of what macroeconomics leaves out as what it includes' (Fine and Dimakou
2016, 18). The neglect or exclusion of power relations or the biophysical underpinnings of
economic activity are two paradigmatic examples illustrating the theoretical and
methodological inadequacy of contemporary mainstream (macro)economics to address
the burning challenges of our time and propose solutions that are up to the task of tackling
them at their roots. The fact that neoclassical economics depicts itself and is depicted as
the discipline as such has hindered the advancement of an economics suitable for that task
(cf. Chang 2014).” The urgency of the crises at the current historical juncture demands a

transformation of both the economy and economics (Harris 2010).

All of the above may explain the appalling lack of methodological guidance I encountered
on two fronts during this research, namely regarding systemic analysis and theory
development in economics. The former encompasses the question of how to proceed when

aiming at understanding 'the system as a whole' as well as the relation of certain phenomena

1 ‘[M]ost economics books assume that there is only one right way of ‘doing economics’ - that is,
the Neoclassical approach. The worst examples won'’t even tell you that there are other schools of
economics than the Neoclassical one' (Chang 2014, 27).
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to that whole. The latter describes the absence of guidance in how to act when considering
existing theories insufficient or inadequate and aiming to elaborate a new theoretical
approach. The dominance of mathematical model building has been related to a more
general shift from, or equation of, theory development to, with, model building, thereby
precluding the former (Fine and Dimakou 2016). These issues are major stumbling blocks
in the advancement of an economics fit for social-ecological transformation and form the
point of departure for my own theoretical and methodological approach, which I outline in

chapter 3.

1.3 Research questions and structure of this thesis

The urgency of the social-ecological crises, the shortcomings of mainstream economics and
the subsequent need for a social-ecological transformation of both the economy and
economics determine the research effort of this thesis. The research questions it aims to
answer are the following:

Q1: What are dominant characteristics and dynamics of the current economic
system, i.e. contemporary capitalism, and how are they connected to ecological
degradation and inequality?

Q2: What proposals exist in DG/PG economics to address the simultaneous
ecological and social crises?

Q3: What is the transformative potential of these proposals in light of the
understanding of contemporary capitalism (linking to Q1)?

Q4: Which additional or alternative avenues could and should be pursued to
advance a social-ecological transformation of both economics and the economy?

In order to answer these questions, I will proceed as follows. Chapter 2 provides a more
comprehensive and detailed overview of the emerging field of DG/PG economics, outlining
different strands, major themes and methodological approaches. By means of this review,
theoretical and methodological shortcomings will be identified. These give rise to the
specific approach taken in this thesis which will be discussed in Chapter 3. Chapters 4 and
5 establish a theoretical framework of the capitalist economic system tailored to the
subsequent assessment of proposals for transformation. Chapter 4 focuses on the basic
foundations and dynamics of capitalist economies, Chapter 5 discusses contemporary
developments, including financialisation, globalisation and ‘rentierisation’" Throughout,

the connections between the characteristics and dynamics of the capitalist system and

" | use the term ‘rentierisation’ as an umbrella to discuss evidence of an increase of rent-bearing
activities and assets in the economy.
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ecological degradation and inequality will be highlighted. The analysis of the concrete
proposals for addressing these multiple interconnected crises is the subject of Chapters 6
and 7. Chapter 6 scrutinises what can be considered regulatory, fiscal and monetary
interventions. Chapter 7 looks at measures that target patterns of provisioning more
directly. The final chapter concludes by recapitulating the main findings of the analysis of

DG/PG and, on that basis, points to avenues for future research and action.

2 Degrowth/Post-Growth economics: an introduction and
review

The multiple crises as well as the shortcomings of economic theory and policy to
adequately address them has given rise to increasing calls for a re-shaping of the economic
system to render it more socially and environmentally sustainable. Although ideas for
DG/PG economics are not new they have gained traction in recent years. This chapter
presents the different critiques of economic growth which from the points of departure
for DG/PG. It then discusses the historical roots and current state of research into DG/PG
economics, including an overview of the major directions of change envisioned by DG/PG.
By means of the review the chapter identifies theoretical, methodological, and substantive

gaps in the existing literature and lays out the contribution this thesis makes to fill them.

2.1 Critiques of economic growth

The elaboration of an explicit DG/PG economics is based on a number of critiques of
economic growth which are connected to the social and ecological crises discussed in the
previous chapter (Parrique 2019; Schmelzer and Vetter 2019).” Firstly, there is the
ecological critique, already raised in the 1970s 'Limits to Growth' report (Meadows and
Club of Rome 1972). It highlights the close correlation between economic growth and
environmental degradation, GHG emissions and resource extraction and use in particular.
Attempts to decouple material and energy consumption from economic growth have so
far only occurred to a limited extent. A review of most recent evidence concludes that first
'there is no empirical evidence that absolute decoupling from resource use can be achieved
on a global scale against a background of continued economic growth, and (2) absolute

decoupling from carbon emissions is highly unlikely to be achieved at a rate rapid enough

2 The following sections draw strongly on Schmelzer and Vetter's (2019) categorisation of critiques
of economic growth.
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to prevent global warming over 1.5°C or 2°C, even under optimistic policy conditions’

(Hickel and Kallis 2019, 1).

Evidence from individual high-income countries indicates the possibility for relative
decoupling, i.e. GHG emissions growing at lower rates than economic growth. Yet, several
factors dampen optimism for ‘green growth’. First, evidence for absolute decoupling,
which is necessary to prevent the overshooting of the 1.5°C limit, is scarce. In some
countries, there even are tendencies for (re-)coupling (Naqvi 2021). Second, it is not only
due to technological improvements that reduction of environmental impact is achieved.
Crucially, decreases in energy use has been achieved in the context of lower GDP growth
(Le Quéré et al. 2019). Until recently, the offshoring of emission- or resource-heavy
production has played an important role (Hardt et al. 2017; Pan et al. 2017; Peters 2008).
The urgency and scale of reductions required not to transgress planetary boundaries and
account for global inequity and injustice underpins the demand for high-income countries

to renounce the pursuit of economic growth.

The fact that it is economies in the Global North that have benefited disproportionately
and at the cost of other world regions from economic growth in the past decades and
centuries represents the foundation for the critique of economic growth from a global
justice perspective. It also highlights the connections between colonial exploitation and
capitalist wealth creation (Hickel 2020a; Schmelzer and Vetter 2019). In the last four
decades, ‘the top 1 percent of the income spectrum has captured 27 percent of total growth
since 1980, and the bottom 50 percent captured just 12 percent’ (Gallagher and Kozul-
Wright 2019, 17). This strand of critique is connected to the critique of the 'imperial mode
of living/, i.e. carbon- and resource-heavy lifestyles and consumption patterns by elites
(Brand and Wissen 2021). The demand for changing practices by respective countries and

individuals to make 'room to grow' for others results from this analysis.

A further strand of critique relates to so-called social limits to growth. Beyond a certain
threshold, economic growth appears to have little to no positive impact on wellbeing (Biichs
and Koch 2017; Layard 2005; Layard, Mayraz, and Nickel 2010).3 This ‘Easterlin Paradox’

can be explained by a number of factors. Rather than (only) being determined by the

3 Brand-Correa and Steinberger (2017) argue that objective rather than subjective measures of
wellbeing are to be preferred and propose the orientation towards satisfaction of basic human needs
for that purpose.
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absolute (increase in the) standard of living, people's relative position in society matters for
wellbeing. Moreover, people adapting to certain material standards undermines lasting
satisfaction (Di Tella and MacCulloch 2008; Easterlin 1995; Wilkinson and Pickett 2010). In
addition to absolute (increase) in material wealth, its distribution matters. Moreover, once
basic needs are met non-material factors gain more importance in their contribution to
happiness. It is suggested that 'the more (less) commodified a society, the more (less)
happiness varies with income' (Kallis, Kerschner, and Martinez-Alier 2012, 175). Economic
growth beyond a certain threshold coupled with inequality may therefore even undermine
further increases in wellbeing. Other dynamics prevalent in growth-based societies have
adverse effects on individual wellbeing, e.g. heightened levels of stress and mental illnesses
are related to continuing acceleration and individualisation (Biichs and Koch 2017; Rosa

2013).

Monetary calculations of the environmental and social costs and benefits of economic
growth give rise to the argument that economic growth becomes 'uneconomic’ beyond a
certain threshold (Alexander 2012; Daly 2014). The environmental and social costs created
through further economic growth exceed the benefits arising from increased output. Even
from a monetary perspective, further growth becomes unreasonable.* The (eco-)feminist
critique of economic growth posits that growth in the formal and monetised economy is
based on the appropriation and degradation of unpaid human labour, the former being
strongly gendered (Barca and Leonardi 2018; Cohen and van der Meulen Rodgers 2021;
Ghosh 2018). The specific types of technologies and infrastructures that facilitate economic
growth are based on and perpetuate forms of oppression on which capitalist economies
build, including gender discrimination, (neo)colonial and racist patterns of oppression.
Eco-feminists highlight the similarity of neglect and degradation of unpaid human labour
and nature within the current growth-based economic system. The continuing pursuit of
the current growth regime therefore leads to the perpetuation of these multiple forms of

oppression and degradation (Schmelzer and Vetter 2019).

The critique of growth based on a critique of capitalism is identified as a final argument
against its continuing pursuit. Identifying economic growth as inherent feature of the
capitalist system it calls for systemic transformation to tackle ecological and social crises

(Schmelzer and Vetter 2019). The fact that this argument is one amongst others is telling.

“ This monetary accounting approach itself bears numerous methodological and philosophical
problems, however.
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As will be discussed below, analysing economic growth as an inherent feature of capitalist
economies allows explanation of numerous elements of the above arguments, such as the
lack of decoupling or the perpetuation of global inequalities. This thesis aims to
substantiate such an approach by providing a framework for understanding contemporary

capitalism and its connections to contemporary crises.

Beyond the critique of economic growth as such, Gross Domestic Product (GDP) as
indicator is subject to critique (Constanza et al. 2014; O’Neill, 2012; Schmelzer, 2015). It
concerns what is measured and how as well as the purpose for which GDP is used. GDP
accounts for 'the market value of all final goods and services produced within a country in
a given period of time' (Mankiw 2004, 208). It is a monetary indicator of what is being
produced in the commodified and monetised part of the economy. As such, it does not
capture whether type and level of economic output is actually socially desirable or
ecologically sustainable. GHG emissions or ecosystem destruction related to the
construction of a new factory remain uncounted while clean-up and reconstruction after
a hurricane add to GDP (Costanza et al. 2014). However, what is included and what is not
a given but a political choice, e.g. recent adjustments include the increasing integration of
financial services, leading to the ‘financialisation of GDP’ itself (Assa 2016).> Given the
centrality of GDP in policy making these choices have considerable macroeconomic
implications. By the same token, GDP conceals whether everything that is required for
'the good life of all' is actually being produced (cf. O’Neill et al. 2018). There is no account
of essential goods and services that are not provided. On the flipside, socially useful goods
and services provided outside of the monetary economy, e.g. in the household or by local
communities, remain uncounted - simultaneously obscuring gendered work patterns.
Beyond that, GDP is biased towards private and material rather than public wealth (Foster,
Clark, and York 2010b). These examples highlight the inadequacy of GDP both as measure

of social and environmental welfare and (sole) policy goal.””

5 Although the financialisation of GDP increases the divergence between the monetary value and
physical output it can still be seen as a rough- and-ready approximation to economic growth in
material terms.

6 This in turn implies that evidence for decoupling is even worse, i.e. finance-based GDP inflation
suggests greater decoupling.

7 Although it was not originally designed as such, governments in the Global North together with
international organisations standardised GDP as international standard (Schmelzer 2015).
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2.2 Degrowth/Post-Growth economics: a critical review

Against the backdrop of these critiques DG/PG has emerged as a new paradigm in
economics, aiming to help the social-ecological transformation of the economy. The
discussion of stationary economies dates back to the beginnings of economics. Several of
the early economists saw the economy tending towards a stationary state (in the long run),
for the better (Keynes 1936; Mill 1848) or worse (Ricardo 1817; Smith 1776).”®* Among recent
contributions, Kallis, Kerschner and Martinez-Alier (2012) and Lange (2018) distinguish
three distinct but interrelated strands of an economics beyond growth, namely 'steady-
state economics', 'the new economics of prosperity' or 'prosperity and managing without
growth', here discussed under the umbrella of 'Post-growth Macroeconomics', and
'Degrowth'. These strands encompass diverse theoretical and methodological approaches

and emphasise different aspects.

Despite these variations there are reasons for why it is still pertinent to analyse the
different strands together. First, authors from the different strands refer to and build on
each other so that there is no clear-cut division between them. Second, the field of DG/PG
economics itself is still rather small and the consideration of all its branches enables the
provision of a comprehensive picture of its status quo. By the same token, it becomes
possible to compare and evaluate the different approaches and, on that basis, propose
directions and avenues for research conducive to the field as a whole. Third, they overlap
in terms of envisioned directions for change and policy proposals to bring these changes
about, first and foremost a deprioritisation of economic growth and a focus on
sustainability and wellbeing (cf. Biichs and Koch 2017; Lange 2018). The divergences that
exist constitute the basis to identify relevant avenues for future research. Thus, while the
following section discusses each strand individually, the analysis of policy proposals in
chapters 6 and 7 draws on all of them. Beyond the presentation of DG/PG economics, the
review that follows highlights existing gaps and shortcomings in the field which form the

point of departure for my own approach.

2.2.1 'Steady-state economics'

Based on thermodynamic analysis and inspired by Mill, Daly (1991) developed the concept
of a steady-steady economy (SSE). The maximum size and, thus, potential growth of the

economy, is set by the level of aggregate throughput that is deemed sufficient and

18 See Dale (2012, 2013) for a deeper elaboration.



20

sustainable, i.e. the matter/energy required to sustain commodity production and
consumption without exceeding the Earth's regenerative capacity (Daly 1996). At that
level, the stock of capital (understood as physical artifacts) and population size are to be
held constant.” The steady state thence concerns biophysical processes and not economic
growth in monetary terms, as accounted for by GDP. Alongside the goal of a ‘sustainable
scale’ of the economy, an SSE aims for ‘efficient allocation’ and just distribution’ to not
only fulfil ecological ambitions but account for considerations of justice and fairness.
Allocation refers to the use to which the resources available in an economy are put, i.e. the
goods and services produced therewith. It is deemed efficient, and therefore good, when
conforming ‘with individual preferences as weighed by the ability of the individual to pay.
[...] [R]elative prices determined by supply and demand in competitive markets’ are
considered as most suited to achieve this goal (Daly 1992, 186). Just distribution of
produced goods among the people a just manner is the third goal and to be achieved

through monetary transfers in the form of taxes and welfare payments.

In order to achieve these three goals, Daly (2014, 15) proposes the establishment of three
institutions, namely ‘(1) an institution for stabilizing population, (2) an institution for
stabilizing physical wealth and keeping throughput below ecological limits, and, less
obviously but most importantly, (3) an institution limiting the degree of inequality in the
distribution of the constant stocks among the constant population’. More specifically, he
(2014) envisions absolute caps to both resource depletion and population size coupled
with market mechanisms to manage the efficient allocation of depletion and birth quotas

respectively, as well as minima and maxima for income and wealth to counter inequality.

A number of studies examine the compatibility of an SSE and the capitalist organisation
of the economy. Supportive of SSE, Lawn (2011) and Lianos (2021) argue that steady-state
capitalism is viable and sufficient to prevent ecological breakdown. Establishing the
economic institutions proposed by Daly (1991, 2016) would suffice to rein in the system’s
expansionary tendencies. Relating economic growth to the wider organisation of capitalist
economies, including the pursuit of profit and accumulation, Li (2007), Blauwhof (2012),
Smith (2010) and Trainer (2016) come to a negative conclusion with regard to the

compatibility of a SSE and capitalism. Based on Marxian reproduction schemes, Blauwhof

9 The First Law of Thermodynamics states that in an isolated system, the amount of matter-energy
stays constant. It ‘can be converted [...] but can be neither created nor destroyed’ (Common and
Stagl 2005). The Second Law posits that any process of conversion involves qualitative degradation
(Common and Stagl, 2005; Georgescu-Roegen 1997).



21

(2012) explicates the implications of the continued pursuit of profit in view of resource
limits, namely the transfer of income from labour (and the state) to capital, e.g. via
downward pressure on wages, laying off workers or avoiding tax payments. As these
mechanisms cannot be pursued forever '[a]ccumulation without GDP growth can only be
sustained through crisis' (Blauwhof 2012, 259). The hope for productivity increases and
qualitative improvements to compensate for resource limits, which Daly's SSE relies upon,
lacks evidence which is the basis for Trainer's (2016) rejection of Daly's (2008b) belief in
steady-state capitalism. Establishing that limits to economic growth would imply either
the rate of profit or net investment tending to zero, Li (2007) highlights additional
contradictions of the capitalist economic system and a steady-state economy. If the profit
rate fell to zero there would be little reason for capitalists to invest at all. Zero net
investment would imply that all capitalist profit were consumed and not reinvested. Both

scenarios are at odds with the general functioning of the capitalist system.

These elaborations show that analysing economic growth as an inherent feature of
capitalist economies leads to very different conclusions over the feasibility of an SSE within
the current system. The SSE literature lacks comprehensive explanations of ‘the economic
mechanisms that lead to economic growth’ (Lange 2018, 86). Although Daly identifies
profit as driver of growth in capitalist economies this does not translate into a deeper
engagement with the system’s underlying structures. Rather than questioning the set-up
of capitalist economies as such Daly (1991, 2016) considers it necessary to expand private
property, the price system and market mechanisms to areas hitherto not governed by these
institutions, including natural resources and population. This view fails to appreciate that
even with absolute caps on resource extraction, firms will have to pursue profit if they are
to remain competitive, and that macroeconomically, profit requires a growing productive
basis if it is to be stable. Seeing growth in isolation from the system as a whole also prevents
appreciating that not only quantity of output but other aspects of the economy, including
technological innovation and (financial) markets, are organised in the interest of profit,
curtailing hope for them to act as remedy for social-ecological crisis. Relying on market
mechanisms as means to allocate depletion and birth rights raises not only ethical

questions but also ignores multiple inequities that characterise and shape ‘the market’.

SSE's theoretical anchoring in neoclassical economics can be seen as one factor both
explaining this trust in efficient markets and hindering the exploration of the systemic

foundations of the economy that give rise to the pursuit of perpetual growth and related
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environmental degradation (Pirgmaier 2017). Although Daly criticises neoclassical
economics for the continued pursuit of economic growth and the inability to anticipate
when growth becomes ‘uneconomic’, other theoretical and methodological problems of
the neoclassical framework carry less weight and are implicitly adopted, including
neoclassical theories of supply and demand and as well as general equilibrium theory (cf.
Daly 2008a; Pirgmaier 2017). These theoretical flaws prevent a deeper problematisation of
the system’s structures, thereby also impeding the conception of interventions that tackle

its roots.

Recent contributions to steady-state economics have focused on measuring progress of
economies to achieve a steady-state state or the advancement of a policy catalogue to
facilitate this path (Dietz and O’Neill 2013; Fanning and O’Neill 2016; Daniel W. O’Neill
2012, 20153, 2015b). This has included extensions in terms of methodology and specific
policy proposals, including less coercive approaches to stabilise population. There has
however not been any closer engagement with capitalism as a system and the implications

for moving to an SSE.

2.2.2 'Post-Growth Macroeconomics'

The second strand of the economics beyond growth focuses on macroeconomic stability
in view of constant or declining growth rates. Victor's book (2008, 2019) 'Managing
without growth' and Jackson's (2009, 2017) 'Prosperity without growth' were foundational
for 'Post-Growth Macroeconomics'. Both discuss different limits to and shortcomings of
economic growth, necessary changes in macroeconomic dynamics and policies to shift in
this direction. While Jackson's approach is of more analytical nature, Victor substantiates
his propositions based on the system dynamic stock-flow consistent LowGrow model. By
modelling the interplay of GDP per capita, unemployment, debt to GDP ratio, poverty and
greenhouse gas emissions he assesses the feasibility and - economic as well as social -
stability of a low to no growth scenario in the Canadian economy. Gran (2017) adapts the
LowGrow model to the German context but comes to similar conclusions as Victor:
Absolute limits to growth do not preclude the general feasibility of a socially and

economically stable economy.

Numerous other ecological macroeconomic models have been developed thereafter,
covering both numerical approaches, such as stock-flow-consistent system dynamics,

physical and monetary input-output or agent-based modelling as well as analytical models
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(Hardt and O’Neill 2017).*° In terms of underlying (growth) theory, Post-Keynesian
approaches which integrate environmental variables dominate the field. Post-Keynesian
theory generally locates the driver for economic growth in an economy’s aggregate
demand which is strongly determined by investment decisions which are in turn shaped
by ‘animal spirits’ (Kurz and Salvadori 2010). A number of models also integrate
neoclassical elements, e.g. by determining the supply-side through the integration of a
(Cobb-Douglas) production function (Gran, 2017; Victor, 2008). Technological change is a
key factor for economic growth in neoclassical theory, yet not always itself sufficiently
explained (cf. Fine and Dimakou, 2016). Strikingly, several ecological macroeconomic

models cannot be located in specific theoretical frameworks (Hardt and O’Neill 2017).

An evaluation of dominant themes covered by the models shows that 'environmental
interactions and the monetary system were treated most comprehensively. Themes of
income inequality, work patterns, indicators of well-being, and disaggregated production
were addressed with less detail, while alternative business models and cross-scale
interactions were hardly addressed' (Hardt and O'Neill 2017, 198). While most models
integrate environmental limits and aim at exploring ways to align environmental
sustainability with economic stability, they are not all explicitly concerned with bringing
GDP down (cf. Hardt and O'Neill 2017). Yet, several simulations show the possibility of
aligning a decline in GDP growth not only with lower CO, emissions, but also a decrease

in inequality and a relatively stable economy in terms of employment or debt levels.

A distinct appeal of these ecological macroeconomic models lies in the clarity of the
transition pathways they suggest. Simulating the co-development of different variables and
weighing the effects of certain changes on economy and environment allows for an idea of
potentialities for change (Victor 2008). This is essential not only for macroeconomic
stability but also to garner support and acceptance for transformation. Uncertainty and fear
of instability are factors that may hinder people from accepting changes, even if the status
quo is unsatisfactory (Lang, Weir, and Pearson-Merkowitz 2021; Samuelson and Zeckhauser

1988).

While ecological macroeconomic models render potential trajectories more tangible the
challenges in bringing about these changes is hidden by the straightforward pathways that

the models suggest. The scenarios permitting stable, equitable low, no or negative growth

20 See Hardt and O'Neill (2017) for a comprehensive review.
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trajectories with reduced environmental impact rest upon a number of preconditions or
policy interventions which require a fundamental alteration in quality and quantity of key
economic variables, such as patterns of investments, technological change and
productivity. The model by D’Alessandro et al. (2020) arrives at a sustainable Degrowth
pathway on the assumption of a decline in consumption and exports, a job guarantee and
working time reduction, for instance. Nieto et al. (2020, p. 14) identify structural change
towards ‘labour-intensive and less energy-intensive sectors, as well as a reduction in the
GDP growth expectations’ coupled with ‘an increase in salaries accompanying a working
time reduction’ as conditions for a stable post-growth scenario. As will be shown below,
these changes run counter to the general logic of the capitalist system. This is not to say that
they are impossible to implement or should be disregarded. Rather, it is argued that a
stronger consideration of the systemic implications of such shifts is necessary to address

adverse effects or barriers to their implementation.

Several authors in this strand express the challenge that the capitalist organisation of the
economy poses for bringing about the shifts suggested by their model pathways. Jackson,
Victor and Naqvi (2016, p. 52), for instance, acknowledge that the 'excessive profit
maximisation by the owners of capital' as well as 'the pursuit of labour productivity growth'
pose challenges to securing full employment and decreasing inequality — not only in a post-
growth world. Nieto et al. (2020, 13) acknowledge that ‘[i]nsufficient integration of the
economic system, and the resources that the economy rely on, can lead to modelling results
that are not able to account for the limits that the former imposes on the latter’. On that
basis, they call for a ‘detailed socioeconomic shift plan’ to ensure the realisation of such
trajectory (Nieto et al. 2020; see also Lange 2018). Despite the appreciation of the systemic
obstacles to pursue a post-growth trajectory a deeper discussion of the theoretical,
methodological and political implications of these insights as well as a re-examination of
the models in light of a more comprehensive analysis of capitalist structures and dynamics

is rare, however (Hardt and O'Neill 2017).

The shortfall in such systemic analysis may at least in part be linked to dominant theoretical
and methodological approaches within Post-Growth Macroeconomics. While Post-
Keynesian approaches point out that it is aggregate demand that drives economic growth
and technological change that facilitates growth of output, the question emerges why it is
that aggregate demand is (meant to keep) continuously growing? Likewise, why is it that

technological innovation is used to increase output rather than to provide sufficient goods
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and services for need satisfaction and reduce working hours to allow for more leisure time,
as Keynes (1930) had envisioned in his famous essay on the ‘Economic Possibilities for our
Grandchildren’? The answers to these questions lie in the fundamental structures of the
capitalist system which remain to be appreciated more fully in Post-Growth

Macroeconomics.

Crucially, there also is a lack of consideration of pivotal developments that global capitalism
has undergone in the last decades, including its globalisation, financialisation and
tendencies of rentierism. Only very few models address the global level in the first place
(Hardt and O’Neill 2017). By the same token, it is questionable whether a model can
sufficiently account for the complexities of global yet variegated structures of production
and distribution. Moreover, despite the heightened attention that ecological
macroeconomics pays to monetary flows and the financial system, some ecological
macroeconomic models still leave the monetary and financial sphere aside (cf. Gran 2017;
Lange 2018). Moreover, there is almost no consideration of financialisation, and thus, an
insufficient account of the complex changes in money and finance of the last decades which
shape the global economy today. A systemic analysis of the capitalist system at its current
historical juncture is needed to explore barriers for change and possibilities to overcome
them. Such exploration of the conditions and requirements for model scenarios to become
possible requires going beyond pure modelling. This does not imply the dismissal of
modelling exercises as such but the need to scrutinise and appreciate their limits and, on

that basis, complement them by other approaches.

In addition to modeling the co-evolution of multiple economic and environmental
variables, Post-Growth Macroeconomics encompasses research into the interrelation
between (low or zero) economic growth with specific individual parameters. This includes
the role of labour productivity for growth and the implications for work and employment.
Continued labour productivity growth in a context of declining economic growth could
give rise to ‘technological unemployment’ if not countered by adequate measures (Jackson
and Victor 2o0mu1). Another relationship of concern is that between (low/no) economic
growth and inequality. Piketty's (2014) proposition that the rate of return on capital
(understood as total value of assets, financial and non-financial) constantly exceeding the
rate of growth would necessarily lead to rising inequality is examined in view of declining

growth rates (Hartley, van den Bergh, and Kallis 2020; Jackson and Victor 2016).

Preventing inequality from rising could be achieved by limiting the pursuit of labour
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productivity, expanding sectors that show high labour intensity and low profit rates, and
protecting workers against capital's downward pressure on wages. As will be discussed
below, each of these measures runs counter to fundamental tendencies within capitalist
economies and they are, thus, not easy to abrogate. Although the authors consider capital's
power as a major stumbling block on the pathway to an equitable low-growth economy they
do not go on to question the foundational inequality of capitalist economies themselves,
namely the divide between capital and labour, i.e. those who own the means of production
and those who do not. The same critique applies to Piketty (2014).* Building on Piketty’s
work, Jackson and Victor's (2016) analysis of the low-growth inequality dilemma also carries
over Piketty’s theoretical shortcomings, including the neoclassical foundations which are

is unfit for the analysis of the system’s building blocks and their transformation.

Hartley, Van den Bergh and Kallis (2020) adapt Jackson and Victor's model by accounting
for the role of savings and differentiating between types of returns from wealth, namely
profit, rent, interest and others. The interventions they consider to tackle inequality in a no
or low growth scenario include ways of limiting either the savings rate or the rate of return
on wealth but the authors also make clear that ultimately, the redistribution of wealth
would be required to reign in inequality. The implications of this analysis for distribution
and ownership of wealth, including the means of production, and the reorganisation of

production still need to be taken further.

The debate over relative and absolute decoupling of economic growth from GHG emissions
and resource use is another important research area in post-growth economics. It includes
empirical analysis of processes of decoupling as well as factors that promote and counteract
it. This includes the so-called ‘Jevons paradox’. First discussed in 1865 by Jevons with regard
to coal, an increase rather than reduction of fuel use was the result of technological
improvements (Jevons 1865). The paradox has since been explained by numerous 'rebound
effects' that counteract reductions in environmental impact on the back of technology-
induced efficiency increases or the shift to renewable energy (Alcott 2005; Jackson 2017;
Santarius 2014). They can be located at the micro, meso, macro and global level of the
economy and help explain the lack of evidence for a sufficiently quick and comprehensive
disconnect of economic growth and resource use or GHG (Lange et al. 2021). Although the

'myth of decoupling' (Jackson 2017) is a fundamental element of both growth critique and

2 His more recent publications reflect this criticism in that he addresses structures of ownership
more directly, including with regard to policy interventions (Piketty 2020a, 2020b, 2021).
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research into Post-Growth Macroeconomics, the interconnections to the inherent
dynamics within the capitalist system still have to be spelled out in a systematic manner as
they offer explanations for the occurrence of rebound effects in the first place (cf. Foster,

Clark, and York 2010a).

Finally, research scrutinises different types of growth imperatives or dependencies, in
particular the so-called 'monetary growth imperative' (Binswanger 2009; Jackson and
Victor 2015; Richters and Siemoneit 2017, 2019). There are both affirmative and negative
answers to the questions of whether the debt- and interest-based monetary system creates
an imperative for economic growth. Crucially, those studies refuting the existence of a
monetary-growth imperative of that kind do so by making assumptions that run counter to
the general functioning of capitalist economies, e.g. no accumulation of profits by firms
(Cahen-Fourot and Lavoie 2016), zero net investments or capitalists choosing not to re-
invest (Richters and Siemoneit 2017). Although the authors are aware of these conflicts, the
political implications for escaping growth dependency are not satisfactorily drawn.
Therefore, a comprehensive analysis of money and finance within contemporary capitalism
is necessary. Although integration of monetary flows into macroeconomic models is
increasing, the elaboration of a fully-fledged 'ecological theory of money' remains to be

completed (cf. Ament 2020; Cahen-Fourot and Lavoie 2016).

Beyond the growth dependencies arising from money and finance, the dependence of social
security systems on growth has come into focus (Biichs 2021b; Corlet Walker, Druckman,
and Jackson 2021; Koch 2021). Contemporary welfare states increasingly rely on economic
growth to fund services such as pensions, creating a further dependence on growth and an
additional challenge when aiming at moving the economy beyond growth. Corlet Walker,
Druckman and Jackson (2021) identify financial incentives and rent appropriation as
motives for health care provisioning, and simultaneous challenges for growth independent
welfare systems. These developments speak to the wider financialisation and increasing
rent orientation in the economy, including social services. The close interconnections
between welfare provisioning and economic growth reflect the complex interconnection
between the capitalist (welfare) state and the capitalist economic system. Ensuring welfare
in a post-growth economy demands their close scrutiny and the translation of these insights

into political intervention (Biichs 2021b; Koch 2020, 2021).
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2.2.3 Degrowth

The Degrowth literature has focused less on formalistic modelling but covers a whole
range of methods and disciplines, including economics but also political science, history
and anthropology (Kallis et al 2018). The first-time use of the word Degrowth (décroissance
in French) is ascribed to Gorz who, in a public debate in 1972, raised the question of
whether “the earth’s balance, for which no-growth - or even Degrowth - of material
production is a necessary condition, [is] compatible with the survival of the capitalist
system?” and came to a negative conclusion (cited in Kallis, Demaria, and D’Alisa 2015, 1).
His critique of industrial growth was inspired by Georgescu-Roegen's thermodynamic
analysis and the 1972 ‘Limits to Growth’ report both highlighting ecologically degrading
implications of economic growth. Georgescu-Roegen (1971, 1977) criticised the call for a
SSE, on thermodynamic grounds. He argued that in a closed system such as the earth,
resource use leads to a degradation of matter/energy even in a steady rate. A decline in
throughput is therefore required to maintain the earth’s regenerative capacity -
substantiating the call for Degrowth. The divide between the two perspectives has been
bridged by arguments for the need for a phase of downscaling to get to a throughput level
at which a steady state can be established. From a global (justice) perspective, Degrowth
in the Global North is the prerequisite to achieving a SSE at a planetary scale (Kerschner

2010).

Beyond the ecological concerns that dominated the first wave of Degrowth thinking in the
1970s, the second wave starting in the 2000s evolved around the critique of the Western
model of development and its environmentally and socially destructive implications
(Latouche 2009).* Today, 'sustainable degrowth' is commonly 'defined as an equitable
downscaling of production and consumption that increases human well-being and
enhances ecological conditions at the local and global level, in the short and long term'
(Schneider, Kallis, and Martinez-Alier 2010, 511). In addition to environmental concerns,
global equity and justice, democracy and 'the good life' are essential pillars. Although a
reduction in GDP is not an explicit goal the expectation of declining growth rates in the
course of such transformation processes is one motivation to aim for greater growth
independence (Schmelzer and Vetter 2019). Degrowth is not primarily concerned with a
contraction of GDP but stands for a deeper rethinking (of structures and goals) of economy

(and society). This broader understanding is reflected in the field until today. Among the

22 See Weiss and Cattaneo (2017), Muraca (2013), Eversberg and Schmelzer (2018) and
Markantonatou (2013) for a more detailed history of Degrowth as a concept and movement.
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three strands, Degrowth is probably most utopian in terms of proposing entirely new
approaches to economic organisation. This includes, for example, the development of
'convivial technologies' (Alexander and Yacoumis 2016; Kerschner et al. 2018), an
expansion of the commons or the use of complementary currencies, e.g. based on time

units (Kallis and March 2015; Muraca 2015).

Interestingly, Degrowth is not only the most utopian strand of economics beyond growth
but also the one that discusses capitalist structures most directly (cf. Gorz 2007; Kallis,
Kerschner, and Martinez-Alier 2012; Kallis, Demaria, and D’Alisa 2015; Kallis 2018). A
number of recent contributions analyse growth as an inherent feature of capitalism and take
an openly anti-capitalist stance (Alexander 2020; Hickel 2020a; Jackson 2021; Parrique
2019). The contributions of Kallis (2017b, 2018), Biichs and Koch (2017) and Koch (2012, 2015,
2018) are a vital in that regard as they discuss in more detail the specificities of work,
production, (surplus) value and money in capitalist economies as well as emerging
dynamics such as continuing enclosure, commodification and, of course, economic growth.
Hickel (2020) offers a vivid though less theoretical elaboration of the environmentally and
socially destructive dynamics within capitalism. His (Hickel 2020a, 2020b; Hickel and
Hallegatte 2022) elaborations of historical and current patterns of global exploitation are

an essential contribution to the field.

Some authors specifically focus on individual capitalist institutions for Degrowth. Van
Griethuysen (2010, 2012) lays out different ways in which private property underpins and
fosters the capitalist economic system and what this implies for transformation. De Angelis
(2017) and Euler (2019) discuss the crucial role of the commodity in the capitalist system
and propose the commons as foundation for a sustainable and needs-oriented mode of
production. Applying commons principles to the organisational level, there are optimistic
(Kostakis et al. 2018) and more skeptic (Robra, Heikkurinen, and Nesterova 2020) views in
terms of the potential to thereby break with both growth orientation and capitalist
organisation of the economy. Hinton (2020, 2021) and Hinton and Macluran's (2017) analyse
organisations’ pursuit of profit as obstacle for a post-growth transition and propose not-for-

profit businesses as way forward.

Buch-Hansen (2014) uses the lens of 'capitalist diversity and institutional change' to analyse
the potential for Degrowth on a country-level. On the basis of four ideal-types of capitalism

he proposes ideal-types of Degrowth and steady-state trajectories respectively. This
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discussion highlights the importance to align concrete strategies for transformation to the
specific political and economic context in which they are meant to be implemented. The
limitations of the framework due to its rather formalistic character and its methodological
nationalism is acknowledged by the author himself. Confining the analysis to within-
country constellations fails to grasp constraints arising from capitalism’s global reach

(Buch-Hansen 2014; Schmelzer and Vetter 2019).

Connecting both the organisational and national level to the functioning of the capitalist
system as a global totality is essential but has so far received too little attention. It is one
element of a comprehensive theoretical framework of 21* century capitalism that facilitates
the development and evaluation of proposals for social-ecological transformation. Koch
(2015) is among the few scholars who propose to ‘reconcile’ Marxian thinking and Degrowth
as a fruitful way forward - Marxian analysis providing a coherent and realist analysis of the
structures and dynamics of the economic system Degrowth seeks to change. Critical
engagement with Degrowth from a heterodox economic perspective, including but not
limited to Marxian Political Economy, highlights the importance and analytical benefits of

such an approach (Durand and Légé 2013; Foster 2011; Klitgaard 2013; Vergara-Camus 2019).

A number of analytical tensions may at least in part explain why there has only been limited
research combining Marxian analysis and Degrowth (Akbulut 2021). Firstly, views differ
with regard to the possibility of capitalism without growth which Marxian scholars dismiss
while Degrowth proponents have differing answers to that question (Durand and Légé 2013;
Foster 2011). The counterpart to this debate consists in the question of whether socialist
growth could be ‘green’ - technological optimism by several Marxian scholars opposing
negative views based on the Laws of Thermodynamics. Second, Degrowth faces criticism
from a Marxian perspective for focusing too strongly on individual consumption at the
neglect of structures of production and the codetermination of the two. This includes the
specific form and organisation of labour in the capitalist system. The lack of a vision for
transformation at different geographical scales, and particularly the global level, is a further

point of criticism (Akbulut 2021).

Studies by the German 'Postwachstumskolleg' derive the necessity for a post-growth society
based on a Marxian analysis of capitalist economies and economic growth. Pineault (2016)
locates drivers for overproduction and overconsumption in the capitalist need for surplus

production and absorption, respectively. Rosa, Dorre and Lessenich (2016) describe how
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processes of appropriation render capitalism dynamic but, due to their escalatory character,
unstable at the same time. Despite their analytical clarity, these theoretical elaborations
remain rather abstract and do not outline more concrete implications for a Degrowth
trajectory. The same holds for several other Marxian approaches to ecological crisis (Burkett
1999; Foster, Clark, and York 2010b; Pirgmaier 2018). Conceptualising capitalism as
‘Treadmill of production’ (Gould, Pellow, and Schnaiberg 2008), ‘Treadmill of
accumulation’ (Foster 2005), ‘global metabolic order’ (Foster, Clark and York 2010) or
‘world-ecology’ (Moore 2015) highlights different mechanisms through which the
environment is systematically degraded in the capitalist system. Malm (2016) dissects the
specific role of fossil fuels for both the development of capitalism and the climate crisis.
Combining such abstract systemic analysis with concrete proposals for DG/PG emerges as
a central challenge. One goal of this thesis is to exemplify how the abstract analysis of the
capitalist system can be mobilised to assess the potential of concrete policy interventions

in transforming the economy.

Although Degrowth stands out as the strand within DG/PG that has looked closest at the
functioning of the capitalist system pivotal gaps remain to be filled. Firstly, while various
aspects of capitalist economies have been analysed their interlocking character and the
resulting dynamics and dependencies should receive more attention. Thereby it is possible
to identify the difficulties related to a deprioritisation of economic growth and other
elements of systemic change. Analyses of capitalism within Degrowth have focused more
on its role in the social-ecological crises and the related need for a social-ecological
transformation of the economic system; less on how capitalist institutions complicate a
DG/PG transition and how this can be dealt with. This concerns some of the fundamental
institutions and relations but also, in particular, the contemporary and variegated forms in
which capitalism plays out, including through its global scope, financialisation and
increasing rent orientation. An insufficiently global perspective risks overlooking and even
perpetuating multiple inequalities that shape global capitalism today. Moreover, DG/PG
economics cannot ignore the historically specific role and power of the monetary and
financial system in contemporary financialised and global capitalism, given the manifest
and multiple interconnections between money and finance and environmental crisis, rising

inequality and instability.

To summarise, DG/PG economics represents an important new field to explore the

potential of a social-ecological reorganisation of the economy and of economics. Building
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on existing research of the economics beyond growth and its critical review, this thesis
aims to advance DG/PG by providing a systematic discussion of capitalist fundamentals
from the ground up, the dynamics to which they give rise, and how they play out in the 21*
century. An analysis of all these elements is an essential foundation for the comprehension
of both the contemporary crises and possible pathways for transformation. Prior to
proceeding to this analysis, the following section summarises some general directions for

change which the different strands in DG/PG economics share (to greater or lesser extent).

Specific policy proposals to achieve these alterations will be discussed in Chapter 6 and 7.

2.3 Directions of change envisioned by DG/PG economics

From the review of the DG/PG literature it is possible to distil ten qualitative and
quantitative directions for change, encapsulating the breadth and depth of the social-

ecological transformation of the economy DG/PG envisions.

2.3.1 Downscaling: from more to less (and enough)

Firstly, DG/PG envision to move away from perpetual economic growth and expansion as
the main goal of the economy. Based on the various critiques of growth and the critical
stance towards decoupling a reduction of economic activity is deemed necessary to
achieve a sufficiently comprehensive and fast reduction of energy and resource use and
related GHG emissions. This includes both production and consumption: sufficiency and
voluntary simplicity are to replace productivism and consumerism (Victor 2008). PG/DG
does not imply reductions of economic activity across the board, however, but selective
downscaling, i.e. the reduction of some activities to allow for the expansion of others.
Environmentally and socially degrading activities and products are to be reduced while
those that contribute to human need satisfaction and wellbeing and have low

environmental impact may still grow (Kallis 2011).

2.3.2 Decarbonisation and dematerialisation I: from brown to green

To decarbonise the economy and reduce its material footprint, downscaling is envisaged
for resource- and carbon-heavy industry, infrastructure and products, including fossil
fuels, aviation, the automotive industry, and land-intensive agriculture, as well as large
parts of the financial sector, military and the arms industry (Kallis 2017a). In addition to
activities that merely aim at creating new needs to perpetuate consumption and

production, such as advertising or marketing, high-impact luxury consumption should be
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shrunk, touristic space travel being a prime example (Kallis 2011; Lange 2018; Schmelzer
and Vetter 2019). The sectors envisioned to grow include renewable (and decentralised)
energy infrastructure and technology, such as wind, or solar, organic (and localised)
agriculture, low-carbon public transport and mobility as well as low impact housing.
Direct measures for climate change mitigation and adaptation as well as maintenance and

protection of ecosystems are also to be expanded (Jackson 2017; Kallis 2011; Victor 2008).

2.3.3 Decarbonisation and dematerialisation II: from production to
reproduction

The shift from ‘brown’ to ‘green’ is to be accompanied by a reorientation of the economy
away from industrial production and consumption towards services such as health care or
education, as well as cultural and (re)creative activities (Dengler and Strunk 2018; Jackson
and Victor 2011; Kallis 2011). Provision of mobility via public transport instead of individual
car ownership is an example (Jackson and Victor 2011). The appreciation and expansion of
care and reproductive work is a key part of the Degrowth agenda (D’Alisa, Deriu, and
Demaria 2015; Dengler and Strunk 2018). In addition to the relatively lower environmental
impacts and contribution to welfare strengthening of caring activities would contribute to
greater gender equality as reproductive work is still largely carried out by women (D’Alisa
and Cattaneo 2013; D’Alisa, Deriu, and Demaria 2015). A more general reorganisation of
work is part of the transformation programme - replacing environmentally and socially
degrading by meaningful activities and enhancing the appreciation of non-commodified
labour, including reproduction and leisure (Latouche 2009). Qualitative shifts also apply
to consumption and lifestyles, replacing consumerism by ‘voluntary simplicity’, recreation

and leisure (Victor 2008).

2.3.4 From commercial to voluntary

A related dimension of change is the strengthening of informal sector work, including
what has been called 'the Cinderella economy' (Jackson 2009), or the 'amateur economy’
(Norgdrd 2013). These terms capture work that is undertaken outside or at the fringes of
the monetised economy on a part-time, voluntary and often unpaid basis. Very often, these
activities contribute to human wellbeing while having relatively low environmental
impact. Examples are different forms of ‘local or community-based social enterprises:
community energy projects, local farmers’ markets, slow food cooperatives, sports clubs,
libraries, community health and fitness centres, local repair and maintenance services,

craft workshops, writing centres, water sports, community music and drama, local training
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and skills. And yes, maybe even yoga (or martial arts or meditation), hairdressing and

gardening' (Jackson 2009, 130).

2.3.5 From labour productivity to resource productivity

Many of these activities are characterised by low rates of labour productivity and have
limited potential for its increase because human activity is at their core (Jackson and Victor
20m). Rather than being worrisome, however, containing the perpetual pursuit of labour
productivity increases is part of DG/PG. Pursuing labour productivity at all costs is seen
sceptically, particularly in areas in which human interaction matters. The shift to a greener
and more social economy includes the expansion of activities that are more labour
intensive, reproductive and caring activities above all. Beyond that, a reduction or
deceleration of labour productivity growth would reduce the pressure to pursue output
growth merely to counteract technological unemployment (Jackson and Victor 2011; Lange
2018; Schmelzer and Vetter 2019). A redirection of technological change from labour
productivity to resource productivity is being proposed more widely because an increase
in resource productivity could contribute to reducing resource use and emissions. The
hitherto dominant pattern for continuous substitution of labour by machines and energy

is brought into question in view of the need to reduce resource and energy use.

2.3.6 From technological optimism to technological skepticism

In contrast to the technological optimism underpinning most approaches for tackling the
environmental crisis, DG/PG takes a more critical view on technological change as means
to prevent ecological collapse (Kerschner et al. 2018). Although the importance of
efficiency increases and other forms of innovation is generally acknowledged, reliance on
technological advancement on its own is dismissed. Views on technology within DG/PG
range from strong technological scepticism and connected calls for low-tech living to hope
for technology to be re-purposed and democratically appropriated for the common good.
Shared is the view that technological change is not beneficial per se but that it needs to be
specifically oriented towards sustainability, need satisfaction and democracy (Alexander

and Yacoumis 2016; Kerschner et al. 2018; Victor 2008).

2.3.7 Deceleration: from fast to slow

The departure from ever-increasing labour productivity fits into the vision of a more

general deceleration of economic activity. The continuous acceleration of production and
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consumption is to be replaced by an orientation towards maintenance and durability.
Instead of low-quality and perishable products, and related ‘throw-away society’, emphasis
is to be put on longevity of products so that resource use and throughput can be reduced.
Slowing down turnover times in production implies reduced turnover time in the sphere
of consumption, and ways of life in a more general sense. Fast fashion, weekend trips to
far-way places, bi-annual replacement of electronic gadgets, will have to be curbed.
Alongside environmental impact, deceleration would reduce stress, anxiety and other
adverse effects of high-speed production processes and life patterns (Rosa 2013; Rosa,

Dorre, and Lessenich 2016).

2.3.8 From global to (g)local

DG/PG further critically scrutinises the globalised economic model and its ecological and
social implications. Instead, it advances alternative approaches to the geographies of
economic organisation. Localisation and regionalisation of production and consumption,
supply chains and lifestyles are promoted for social and ecological reasons. Ecological
impact stemming from transportation, or social disruption due to global exploitation
would be reduced (Kallis 2011; Liegey and Nelson 2020). A greater embeddedness of
economic practices in the locality would render social and environmental effects more
directly visible, in turn raising awareness, ability and willingness to control and counteract

them.

Thanks to supposedly less fierce competition at the local level, localisation and
disintegration of markets would also reduce pressures to expand production and adopt
environmentally and socially degrading practices to cut costs. In addition, 'small-scale
production is arguably depicted by technologies with higher labour and lower resource
coefficients' supporting the shift from labour to resource productivity (Lange 2018: 510).
The argument for greater localisation does not equate to a rejection of international
economic integration in its entirety (Latouche 2009). The claims for 'glocalism', 'open
localism', 'open relocalisation’ or 'deglobalisation' aim at a combination of localisation or
regionalisation with cooperation at higher levels where necessary and desirable (Bello
2013; Kostakis et al. 2018; Nelson and Schneider 2018; Schmelzer and Vetter 2019). The
most adequate scale is to be determined depending on respective activities, following the

principle of subsidiarity (Liegey and Nelson 2020).
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2.3.9 Democratisation and equality: From private to common wealth

The economy’s democratic, participatory and equitable reorganisation rather than one
that only benefits the few is another dimension of change. This concerns patterns of
ownership, control and decision-making at different levels, be it in the firm, sectors,
specific resources or the economy (and society) as a whole (Van Griethuysen 2012; Lange
2018; Schmelzer and Vetter 2019). It simultaneously involves a shift away from private,
individualised and concentrated power and wealth towards equity and public wealth

(Victor 2008).

2.3.10 From monetary and material wealth to the good life within planetary
boundaries

All of the above changes crystallise in the intended overall shift of goal and purpose of the
economy from monetary and material wealth to ‘a good life for all within planetary
boundaries’ (O’Neill et al. 2018). It encompasses the dethroning of both economic growth
and profit as main goals of economic activity, including a renunciation from purely
speculative transactions. Instead, the focus is on the provisioning of essential goods and
services, an intact natural and social environment as well as wealth of time
('Zeitwohlstand'), i.e. a greater appreciation of 'free time' activities, including time with
family and friends, sports, arts, social and political commitment (Schmelzer and Vetter

2019).

These qualitative and quantitative changes make clear that the economic transformation
envisioned by DG/PG is profound. Although numerous authors appreciate that these
alterations run counter to the dominant logic and relations of the current system, there is
as yet no systematic and comprehensive analysis of the interactions between proposals for
DG/PG and the fundamental structures of the characteristics and dynamics of 21* century
capitalism (Andreucci and McDonough 2015). This includes the pivotal roles of private
property and the unequal distribution of the means of production, wage labour, as well as
an account of contemporary money and finance. Strikingly, it also neglects a closer
examination of drivers of economic growth themselves (cf. Lange 2018). By reflecting on a
methodological approach adequate and suitable for that purpose the next chapter outlines
the theoretical and methodological approach of this thesis. Chapters 4 and 5 establish a
theoretical framework to undertake such analysis by providing an elaboration of the
capitalist system from the ground up and based on the principles elaborated in the next

chapter.
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3 Theoretical and methodological reflections

‘[T]he prior task is not to eschew economics but to reconstruct it on sound
foundations, reproducing in thought the system of capitalist production,
distribution, and exchange that forms its object of study’ (Lapavitsas and Fine 2000,

379)-

The introductory discussion of the unsuitability of mainstream economics to deal with both
social-ecological crisis and transformation and the hitherto existing lack of a
comprehensive alternative represent the points of departure for the specific theoretical and
methodological approach chosen in this thesis. It is guided by the aim of identifying drivers
of ecological degradation and inequality in the economic system and, on that basis, levers
for change. Against the backdrop of the shortcomings of mainstream economics to provide
appropriate methodological and theoretical guidance, this thesis draws on different

heterodox schools of economic thought to fulfil these criteria.

Several elements are considered essential for developing a theoretical framework suited for
the purpose of this thesis. First, the understanding of ‘the economy’ has to be analytically
sound and purposeful. Second, a systemic understanding of the economy is needed to
unravel the interlocking nature of its central institutions and dynamics, and their
connections to ecological degradation and inequality. A systems perspective further allows
identifying both barriers and levers for change. Third, the system’s characteristics and
impacts have to be analysed both in the abstract and their concrete forms at the current
historical juncture. Fourth, and in addition to historical specificity, a grasp of the system’s
geographical scope is required. The following sections discusses each element in more
detail. The final section of this chapter reflects on the potential of policy-making to bring
about a social-ecological transformation of the economic system in the context of its 21*

century shape.
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3.1 Towards a conceptualisation of the capitalist economic system

A theoretical framework of the economic system fit for the purpose of grasping its inner
dynamics and their relations to the ecological and social crisis demands a purposive
definition of the economy itself. ‘The economy’ is here approached in the heterodox
tradition as the process of social provisioning, i.e. the way in which society organises
production and distribution of goods and services required to meet its needs (Agenjo-
Calderén and Galvez-Muiioz 2019; Jo and Todorova 2018).% This approach makes it possible
to appreciate both the predominance of the capitalist mode of production and its
interconnections to society at large as well as nature. On the one hand, provision of goods
and services is predominantly through the market to make profit. On the other hand,
uncommodified spheres such as social reproduction, including unpaid care and household

work, as well as non-human nature are essential underpinnings (Dengler and Strunk 2018).

Any mode of social provisioning involves specific interchanges between human society and
(non-human) nature, a specific ‘social metabolism’ (Foster, Clark, and York 2010b; Marx
1867). Resource extraction and use of natural resources for productive purposes is a prime
example. The Laws of Thermodynamics establish that all human production relies on the
availability of natural resources and that the transformation of resources necessarily
involves the degradation of the quality of available matter and energy as well as the creation
of waste (Daly and Farley 2011; Georgescu-Roegen 1975). It is the expansive and accelerating
form that the social metabolism takes under capitalism which conflicts with the ‘universal
metabolism of nature, creating what has been termed a ‘metabolic rift’ (Foster and Burkett
2016). Seeing human society and, thus, the capitalist mode of provisioning, as both part of
and distinct from nature, is thence key to understanding the contemporary ecological crisis
(Malm 2019).>4 In a similar vein, the capitalist mode of provisioning has to be seen as both

separate and part of society as a whole. In this way it is possible to identify the interactions

3 This does not imply that everyone’s needs are met. Whose needs are satisfied and in what way is
part of the specific mode of provisioning. Moreover, while there are certain universal basic needs
that exist for human beings in general the specific ways in which they are satisfied are context
specific and vary in different modes of provisioning. As will be discussed below, the escalation of
production and consumption of goods and services with high environmental impact and the
permanent creation of new wants characterise the capitalist mode of provisioning and underpin
contemporary social-ecological crises (Brand-Correa et al. 2020; Gough 2015).

24 There has been a long and ongoing debate about whether to consider and conceptualise human
society as part of nature or not (Moore 2011; Malm 2019). Although I consider human beings as part
of nature and agree with Moore on the need for human society to (re)connect to non-human nature
I follow Malm (2019) in positing that an analytical distinction between human and non-human
nature is crucial in order to point to the specific ways in which human society, and the capitalist
mode of social provisioning in particular, impair on the natural world.



39

and ‘contradiction between the global accumulation of capital and the provision of stable

and progressive conditions of social reproduction’ (Bakker and Gill 2019, 504).

Thus, a 'broadened definition of the subject matter of the economics discipline' is necessary
to grasp the internal dynamics of the capitalist system, the way it shapes the social
metabolism as a whole and identify the economic roots of the social-ecological crisis
(Dengler and Strunk 2018, 164). It thereby rectifies the failure of mainstream economics to
appreciate uncommodified and unmonetised spheres in an adequate manner. This is

essential for an economics that aims at understanding and addressing their degradation.

3.2 Economics and the lack of a systematic analysis of capitalism

Adopting a systems lens is necessary for several reasons. Firstly, it highlights the way in
which the specific characteristics of the economy give rise to its interlocking dynamics
which facilitate its perpetuation. Secondly and subsequently, systemic drivers of
environmental degradation and inequality can be teased out. Thirdly, and based on the
former two, it is possible to conceive of both the difficulties and levers for a social-ecological
transformation of the economy.

‘The systems-thinking lens allows us to reclaim our intuition about whole systems
and hone our abilities to understand parts, see interconnections, ask “what-if”
questions about possible future behaviours, and be creative and courageous about
system redesign' (Meadows 2009, 6-7).

The aim of taking a more holistic systems perspective is one pivotal factor guiding the
choice of theories that this thesis draws upon. It builds most heavily on Marxian theory as
it provides the most comprehensive approach to understanding the capitalist ‘system as a
whole’ (Brown and Spencer 2012). The elaboration of its fundamental constituents from the
ground up facilitates the analysis of capitalism as a social totality and the sources and kinds
of its dynamism and power (A. Brown, Slater, and Spencer 2002; Pirgmaier 2021). As will be
shown, the expansionary tendencies of capitalism and concurrent environmental
degradation can be located in the competitive pressure for growth of output and profit. The
exploitation of labour by capital underpins the production of aggregate profit and is
grounded in the unequal distribution of the means of production. Resulting wage
dependence to acquire access to goods and services represents a major force keeping people
in work, regardless of the usefulness or environmental sustainability of respective job. By
the same token, capitalists’ necessity to make profit exerts pressure to adopt practices that

may have environmentally and socially degrading impact, e.g. expansive resource extraction
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or production of high-carbon luxury goods (Pirgmaier 2021). By scrutinising capitalism’s
fundamentals Marxian theory helps to unravel systemic drivers of soaring GHG emissions
as well as the social relations underpinning them. One challenge with regard to Marxian
theory lies in the very specific concepts it employs, which may have prevented Marxian
theory from being explored more widely. One contribution of this thesis, therefore, is also
to make accessible and convey the analytical power of Marxian theory. By the same token,
my use of the Marxian framework is complemented by contributions from other economic
schools of thought, which add important perspectives on key issues that this thesis is

concerned with.

Ecological Economics also emphasises the importance of systems thinking and provides a
toolkit for system analysis (Common 2005; Meadows 2009). It offers detailed studies of the
interactions between human (economic) activity and the natural world (material, energy,
ecosystems). They include, for example, concrete analyses of the interconnections between
economic growth and resource use, or GHG emissions, and are therefore crucial when it
comes to understanding and tackling climate change and the transgression of other
planetary boundaries (Steffen et al. 2015). By the same token, analyses of the capitalist
system are rather limited in Ecological Economics (B. Anderson and M’Gonigle 2012;
Pirgmaier 2021; Pirgmaier and Steinberger 2019). Eco-Marxism provides more in-depth
analyses of the specific capitalist relations to nature (e.g. Burkett 1999; Foster and Burkett
2016). By the same token, they often remain rather abstract. Bridging abstract analysis and
concrete developments is one contribution this thesis aims to make. Bringing together

Marxian and Ecological Economics is one fruitful avenue for that purpose.

Feminist Economics offers profound analyses of the interactions between the formalised
monetised economy, and non-monetised and uncommodified spheres which underpin it.
These include unpaid, often gendered care and household work but also nature (Barca 2019;
Dengler and Strunk 2018). This perspective is crucial to grasp degradation of respective
spheres due to the dominance of the capitalist economy. Finally, critical perspectives on
money and finance, including but not limited to Marxian monetary theory, critical macro
finance, financial subordination, and Modern Monetary Theory are integrated to make
sense of the complexity and dynamism of money and finance today (cf. Bonizzi,
Kaltenbrunner, and Powell 2020; Gabor 2020; Wray 2015). Taken together, these schools of
thought provide a comprehensive picture of the way in which the functioning of the current

economic system drives environmental and social crises.
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3.3 Integrating abstract and concrete

This involves naming the current economic system, capitalism, in the first place - a
prerequisite for its analysis and any attempt for its social-ecological transformation
(Herrmann 2016). In order to make sense and give structure to the complex reality of
contemporary capitalism, I will take abstract concepts as starting point for exploring the
phenomena of concern and digging deeper into empirical reality. ‘[L]ocating the empirical
within a theoretical framework’ is what allows for explaining it (Fine 2010, 97). For this
purpose, this thesis follows the systematic dialectical approach. The specific social totality
of interest, the capitalist economic system (and the relation to contemporary crises), is what
determines the analytical starting point, ‘the most abstract and simple’ concept definitive
of the system (Brown, Slater and Spencer 2002, 780). By establishing in a systematic manner
the systemic significance of specific elements and relations, ‘the method allows one to
theorise what institutions and processes are necessary - rather than contingent - for the
reproduction of the capitalist system’ as a whole (Reuten 2014, 243). Chapters 4 and 5 aim
to provide such analysis, firstly, establishing ‘the conditions of existence of the entire
system’ and, on that basis, discuss tendencies emerging from the specific systemic set-up
and simultaneously contribute to its reproduction (Reuten 2014, 254). The process also
involves the scrutiny of respective concepts for their continued ability to explain social
reality today. The discussion around rent is a case in point. An iterative process of moving
back and forth between empirical observations and theoretical concepts is part and parcel

of theory-building (Reuten 2014).

An analysis that differentiates between different levels of generality contributes to undoing
the naturalisation of structures, ideas and relations of the current economic system, and
thereby establish a sound basis for rethinking it. Ollman (2003) proposes seven levels of
abstraction, namely, the individual, people in capitalist societies, capitalism as such, class
societies, human society, the animal world, and nature. Distinguishing between
transhistorical features of human society and the specific form they take under capitalism,
renders it possible to unravel tendencies of crisis but also general elements of any future
mode of economic organisation. For example, people having to produce their means of
subsistence - a process relying on some kind of division of labour as well as the interaction
with and transformation of the natural world - is a transhistorical feature of human
societies in general (Gruffydd-Jones 2012). It is the specific form that the division of labour,
relations to nature, and patterns of ownership and control over essential resources take in

capitalist economies that make up the system and help explain the escalating ecological
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crisis as well as inequality. Or take the case of money. While money has existed in many
different economic systems, it assumes a specific role in capitalist societies, and
financialised capitalism in particular. By outlining what is specific about the capitalist mode
of provisioning and its specific form at the current historical juncture, this thesis aims to
contribute to the de-naturalisation of the capitalist system and lay the foundations to re-

organise social provisioning in an equitable and sustainable manner.

Historical specificity also includes the periodisation of stages in the development of
capitalism. A certain stage of capitalism expresses itself in the ‘distinctive ways in which
economic reproduction (the accumulation, distribution and exchange of value) is organised
and reorganized and its implications for social reproduction (the structures, relations,
processes and agents that are not directly or predominantly economic, including the
political and the ideological)’ (Fine and Saad-Filho 2017, 686). It thus concerns the system’s
(re)configuration as a whole. The scope of this thesis only allows for a very brief discussion
of the latest stage of capitalism, neoliberalism.>> Despite its variegated features and effects,
the neoliberal era of the last four decades has generally been marked by an expansion of
power and scope of capital both in qualitative and quantitative terms. This has included the
specific (re)organisation of production on a global scale as well as the increasing dominance
of finance in the economy. These developments, globalisation and financialisation

respectively, will be discussed in more length at the end of chapter 5.

Although effects have been variegated among different states and regions, neoliberalism
has generally implied a qualitative shift of state interventions favouring capital at the
expensive of workers, financial capital in particular. Policy interventions frequently listed
as characteristic features of neoliberalism such as privatisation, deregulation and
liberalisation of ‘trade, financial and labour markets’ are expressions of these developments
(Fine and Saad-Filho 2017, 692). Thus, contrary to a widely held view, neoliberalism has not
meant the mere withdrawal of the state from the economy, but the transformation of their
relationship. These insights are essential for the assessment of the possibilities to bring
about a social-ecological transformation of the economy in many regards. Firstly, they
highlight the power of capital as well as the implication of states with capital which clearly
affect policy decisions. Secondly, the weakening of labour and other social movements
during the neoliberal era has reduced the voice and power to influence the former. Thirdly,

the promotion of the self as enterprise and as consumer has led to greater individualisation,

25 [ refer the reader to Fine and Saad-Filho 2017 for a detailed discussion.
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which further weakens collective organisation and representation (Fine and Saad-Filho
2017). Awareness for the specific form of capitalism at the current historical juncture is a
necessary precondition to figuring out potential mechanisms and pitfalls of interventions

for change.

3.4 Scope and scale: capitalism as complex global variegated totality

In addition to the temporal specification, the spatial dimensions of capitalism have to be
considered. Capitalism is not only a very dynamic system but also an expansive one (as will
be discussed in detail below). Spaces and places that are completely untouched by capital's
logic are becoming ever rarer (Milanovic 2019). With capitalism having reached global scale,
a theorisation of contemporary capitalism necessarily needs to view it as a 'totality, a global

social relation' (Powell 2018, 4).

By the same token, understanding capitalism as a system of global reach demands to analyse
developments in one region in relation to developments in other parts of the world
(Bonizzi, Kaltenbrunner, and Powell 2020). Again, abstract concepts help manoeuvre the
complexity of reality. Chapter 5.2, for instance, takes the different fractions of capital as a
starting point to delineate capital’s restructuring on a global scale. This then allows to
simultaneously acknowledge the variegated nature of capitalism, i.e. the ways in which
(changes in) the economic system play out in different contexts (Fine, Bayliss, and
Robertson 2016; Powell 2018). Accounting for variegation is not only pivotal for analytical
reasons but also to grasp the variegated ways in which the current ecological and social
crises play out in different regions and contexts. It is in connection to the specific
configuration of global capitalism and its local forms that the recent crises have to be
understood (Koch 2015). For instance, the multiple unequal ways in which the ecological
crisis is caused and affects countries in the Global South is an expression of the variegated
effects of capital restructuring on a global scale, , e.g. globally mobile capital seeking for the
most profitable ways to produce, contributing to resource extraction and location of
productive capacity where it is cheapest, or more loosely regulated (Plank et al. 2018; Zhang

etal. 2017).

This raises awareness to the entanglement between the capitalist economic system and "the
state’. In a system of global competition and international capital mobility states are under
pressure to create conditions conducive to capital. People’s dependence on wages for need

satisfaction and growth dependencies at a national level make it imperative for states to
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attract capital so to ensure economic, social and political stability (cf. Copley and Moraitis
2021). Therefore, states employ various mechanisms to enable and support the functioning
of the capitalist economy, including regulatory, legal, fiscal, monetary and financial means.
These efforts contribute to the perpetuation of the capitalist system and, thereby, systemic
pressures which reimpose themselves on the state (cf. Copley and Moraitis 2021). Yet, while
states are (to varying degrees) dependent on capital, capitalist economic activity is itself
‘simultaneously, dependent upon and supporting’ the non-economic (Fine and Saad-Filho
2010, 151). The often claimed separation between ‘the state’ and ‘the market’, political and
economic power appears more as a fiction rather than an adequate representation of reality
(Maucourant and Pliciniczak 2013 and Peck 2010 cited in Copley and Moraitis 2021).
Comprehending the functioning of the capitalist system as a global social totality requires
attention to these complex and variegated interdependencies.?® The scope of this thesis sets
limits to the elaboration of the complex and variegated state-capital relations but stresses
their importance in the endeavour to bring about a social-ecological transformation of the
economy. The analysis of DG/PG policies in chapters 6 and 7 will point out where and how
the entanglement of states and capital may impair the design and implementation of

transformative political interventions.

The complexity of both capitalism as a system and attempts to grasp it becomes clear. This
has implications for the possibility of making predictions about future developments,
especially when conceiving of transformation. While general features of the system can be
specified, it is not possible to directly derive or predict real-world outcomes. Yet, the
systemic and dynamic analysis chosen in this thesis allows one to grasp directions in which
the system tends to develop. Tendencies have to be understood as dynamics emerging from
the system’s specific configuration. Yet, there simultaneously exist counter-tendencies as
well as various mediating factors that alter these dynamics and their effects. This implies
that there is no causal necessity or teleological order in the system's development and
outcomes. This thesis aims to identify directions in which the system is tending, how this
is driving environmental degradation and inequality, and what interventions could help
counteract these dynamics. Thus,

‘[t]he investigation itself seeks to concretize what is going on in capitalism, to trace
the means and forms through which it works and has developed, and to project
where it seems to be tending’ (Ollman 2003, 15).

26 Clarke (1991) provides a comprehensive overview of theories of the state in the capitalist system.
Reuten (2019) offers a detailed elaboration of the interdependencies between the capitalist
economy and the capitalist state.
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3.5 Reflections on policy-making

‘There can be policy without theory, but there can be no theory of policy without
theory’ (Shaikh 2016, 452).

Societal and economic transformation is a permanent, complex and multidimensional
process. The aim of bringing about purposeful and targeted change can involve various
strategies, instruments and actors (Reissig 2009; Temper et al. 2018; Wright 2012). This
thesis focuses on policy proposals for a number of reasons. First, its predominant concern
with the macroeconomic level renders policies a central mechanism of intervention.
Second, despite critical perspectives on the state within DG/PG, a vast amount of
proposals for change is located at the policy level (D’Alisa and Kallis 2020). Thirdly,
interventions at the policy level allow for quick and far-reaching changes, take large-scale
investments or outright prohibitions as examples. In view of the urgency and scope of the
environmental crisis and inequality, policy as a lever for change must not be ignored.*”
Moreover, policy changes may facilitate changes at other levels and dimensions by
creating conducive conditions therefor. Legislative reform, for instance, may help

alternative forms of organisations to thrive (Schmelzer and Vetter 2019).

While policies represent a lever for change, there are numerous caveats with regard to
truly transformative policy-making. First, and as already mentioned, states are inseparably
entangled with capital itself and states’ orientation towards the interest of capital rather
than worker has increased during the neoliberal era (Fine and Saad-Filho 2017). The fact
that high-income countries in the Global North, which DG/PG targets, have benefited
from and rely on the functioning of global capitalism, their governments may be prone to
defend capital interests and power rather than confront it (cf. Alami, Dixon, and Mawdsley
2021). State capture by industry may provoke adverse social and environmental effects, as
the case of the automotive industry illustrates (Mattioli et al. 2020). This also holds for
other actors in the economy who have benefited from capitalist economic organisation
and may be affected by its change, be it trade unions in certain sectors, or upper- and
middle-class consumers (cf. Cumbers 2015). The debate over growth dependencies exposes
that not only economic but political and social stability hinge upon system stabilisation

(as the Covid-19 pandemic has shown). A further challenge arises from the discrepancy

27 The urgency of climate change has led Malm (2020) to call for what he describes as 'ecological
Leninism' or 'war time communism/, i.e. large-scale interventions by the state.
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between short electoral cycles and the long-term perspective and ambition that is required
for deeper transformation - the former working to prevent governments from acting in
accordance with the latter (Cseh 2019). Very generally, there seem to be limits to what can
sensibly be proposed as policy in order to remain ‘electable’ (Taylor-Gooby 2013). Yet, what
is considered electable or acceptable from the perspective of capital may not bring about
a change sufficiently deep to prevent climate breakdown, rising inequality and continuous

instability.

In addition to dependencies on a national level, the integration of states into a global
political-economic system poses challenges to progressive policy-making. Competition
between states pressures governments to enable and attract investment by creating
conditions conducive to that purpose, including lower taxation or weaker regulation,
including social and environmental (Alami 2018; Fine and Saad-Filho 2017). Capital's global
mobility, facilitated by deregulation and liberalisation, and industry-favourable
international trade regimes allow it to quickly react to unfavourable policy changes in a
certain constituency, e.g. by relocating, withdrawing or withholding funds (capital flight
and strike) (Pettifor 2019). This may hinder governments from adopting more radical
changes in the first place. Thus, not only is policy space co-determined by global capital,
and financial capital in particular, but truly systemic shifts are likely to be met with strong

opposition.

Anticipating the potential and limitations of policy interventions requires the critical
scrutiny of ‘the state’, political institutions and processes, and their connection to the
capitalist economic organisation. This concerns different administrative and geographical
levels, including the international realm. Such analysis should also map relations to other
areas and mechanisms for social-ecological transformation, including worker
organisation, social movements and civil society (cf. Alami and Dixon 2021). DG/PG has
so far paid too little attention to the complexities and intricacies surrounding ‘the state’,
its integration into the global political economic system and the implications for policy-
making as a tool for transformation - a pivotal area for further research (D’Alisa and Kallis

2020).

Despite these challenges, policy-making must not be discarded as lever for transformative
change. Too much power is concentrated in that realm. Rather, the task is to develop

proposals that are both viable and transformative at the same time. They have to be bold
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enough to challenge the current course. They have to be shown to be feasible (without
major crisis) in order to gather wider acceptance, which itself is crucial to ensure the
social-ecological transformation be supported by the many (Taylor-Gooby 2013). This
approach to policy-making can be understood as one of transformative or 'non-reformist
reforms’, i.e. interventions that can reasonably be argued for in the here and now but also
have the potential to bring about deeper change in the longer term (Gorz 1967, 1968). By
the same token, certain measures may simply be necessary due to the urgency of the
ecological crisis without necessarily challenging the system as such, e.g. strict regulation
of fossil fuel extraction and combustion. The key is to be conscious about what certain
interventions may (or may not) be able to deliver. This thesis aims to be a guide in this

assessment.

The assessment of the transformative potential itself includes three dimensions: first, a
policy’s power to reduce environmental degradation and prevent the transgression of
planetary boundaries; second, its potential to reduce inequality and ensure welfare; third
the interactions with the core institutions, tendencies and contemporary forms of
capitalist economies. By concurrently assessing social and ecological implications of a
policy intervention it is possible to identify if and how these two dimensions can be tackled
in unison but also where they may come in conflict. This approach helps to conceive
mutually supporting eco-social policy interventions as well as necessary or conducive
complements to the existing proposal. Although reductions of environmental and social
pressures would already represent major achievements, they may remain at the level of

easing symptoms rather than alleviating systemic drivers of these phenomena.

The analysis of interactions with the key elements of capitalist economies therefore
essential to expose levers for transformation at a systemic level as well as systemic barriers
to the implementation of specific policy proposals. Analysing interactions with the
different dimensions of capitalist economies makes it possible to unravel whether an
intervention addresses capitalism’s contemporary forms, inherent tendencies or its very
core institutions and relations. Systemic change would require an alteration of the latter.
While this can be aimed for in a direct manner, the weakening of certain tendencies may
indirectly provoke systemic changes. Limiting economic growth, for example, would
demand and provoke adjustments to the functioning of the system as a whole. Due to the
interlocking nature and long-term establishment of the system, ruptures and undesirable

side effects may occur in the attempt to change course. Easing in one dimension may have
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adverse implications on another. These will be highlighted throughout the analysis. On
that basis, combinations of cross-fertilising interventions can be contrived. Finally, this
analysis identifies gaps in research and policy, thereby signposting pertinent future

avenues in these areas.

Three final words of caution. Firstly, among the multiple potential ways of bringing about
change, policy is but one. Yet, change is needed at many different levels and dimensions.
Various forms of public pressure, organisation, resistance, as well as a deeper
democratisation of states and institutions themselves may be required. Only thereby can
their implementation, as well as the democratic character of the transformation, be
ensured. The purpose of this thesis is to shed light on potential pathways towards a more
equitable and sustainable way of organising the economy by highlighting systemic barriers
and points of intervention. By evaluating proposals for change in view of the contemporary
constitution of global capitalism, it is hoped to not only offer a vision but practical steps
to what this transition could look like. Secondly, there should not be a blind belief that
anything that will challenge the current system's structure and logic will necessarily be
progressive, equitable or sustainable. Many alternative systems could emerge, for better
or for worse. Moreover, there is no guarantee that other systems of oppression, such as
racism and gender discrimination, will be abolished at the same time. Intersectional
awareness and awareness of adverse developments is therefore crucial in the process of
transforming the economy (Godfrey and Torres 2016a, 2016b; Kronsell and Magnusdottir
2021). Thirdly, while the discussion of policies is made without reference to specific
countries, the adequacy of any intervention needs to be assessed in view of the specific
context in which it is to be implemented (Fine and Saad-Filho 2019). The aim here is to
highlight general potential and caveats regarding the dimensions of concern rather than

provide recommendations for any specific country.

4 Capitalism I: the capitalist core in the abstract

A theory of the economic system that is fit for the purpose of addressing the contemporary
social-ecological crises and conceiving of its corresponding transformation needs to fulfil
several functions. First, it identifies the specific characteristics and dynamics of the system,
in the abstract and their specific form at the current historical juncture. Second, it

establishes the interconnections between the system's features and the social and
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ecological issues of concern. Third, by means of the former, it allows the identification of
avenues for intervention and change. The following two chapters offer a theoretical
framework that aims to meet these criteria. Chapter 4 establishes the core characteristics of
the capitalist system at an abstract level. It outlines the distinct forms that products and
production, work, property, money and competition take in capitalist economies. Chapter
5 delineates the tendencies to which these fundamental structures and relations give rise.
It also discusses capitalism’s contemporary forms, namely globalisation, financialisation,
and what has been called ‘rentierisation’. Figure I on page 66 synthesises these different

elements.

4.1 Production, work and property

Having defined capitalism as a historically specific system of social provisioning this section
outlines its distinct characteristics. The foundational pillars of the capitalist system have
developed and consolidated over time and can now be established in a systematic manner.?®
The question of where to start the analysis of a complex and far-reaching system such as

capitalism is pertinent.

411 Products: commodities

Taking the commodity as starting point is a particularly Marxian approach that proves
insightful because the different elements defining a commodity reveal key aspects of the
economic system as a whole (Murray and Schuler 2017). Commodities are defined as 'use
values produced by labour for exchange’ (Fine and Saad-Filho 2010, 16). Thus, a commodity
is a product of human labour having both a use value and an exchange value. The former
describes the fact that any commodity has to meet some kind of human need or want.
Otherwise, there would be no demand for it and little incentive to produce it in the first
place. In capitalist economies, demand is crucial as it ensures that products are being sold
and profits realised. A good having a use value does not imply the social desirability or
environmental sustainability of its production, however. In fact, numerous mechanisms
exist to create wants for goods with socially or environmentally destructive effects simply to
uphold demand. The exchange value of a commodity expresses its quantitative worth
relative to other commodities (Pirgmaier 2021; Shaikh 2016). For the exchange of

commodities to become generalised any commodity must stand in an exchange relation to

28 Wood (2002) provides an excellent account of the historical roots of capitalism and Malm (2016)
of its distinct fossil-based form.
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others. Thus, there must be some kind of equivalence between them; they must in some
way be commensurable (Marx 1867; Pirgmaier 2021). One ‘fundamental property which all
commodities share in common is that they are the products of labour.*® This property draws
upon the fundamental insight that societies cannot live (and profits cannot arise) through
exchange alone but, instead, that systematic exchange must be grounded within a specific
mode of production in order to sustain itself (and society)' (Fine and Saad-Filho 2010, 16).
All human societies ensure their reproduction through a specific way of organising
production. Under capitalism, the production of use values for exchange on the market is

the main mechanism therefore.3°

The predominance of exchange over use value characteristic of capitalist economies is
pivotal to explain today’s social-ecological crises: monetary concerns dominate over social
and ecological concerns. First, goods and services that are essential for human need
satisfaction are not primarily produced for that purpose but in order to exchange and make
profit. This includes vital goods such as food, clothing, housing or (health) care and
determines quantitative and qualitative aspects of their provision. Need satisfaction is
generally subordinate to profit generation. Second, goods may be produced if they promise
a monetary return even if their production has socially or environmentally detrimental
effects. This predominance is grounded in the specific social relations characterising the
capitalist system, rendering money the key means to gain access to the means of production
and subsistence. Thus, the distinction between use value and exchange value also calls
attention to the underlying relations of ownership and production as well as to the need for

a sound understanding of the role of money in capitalist economies.

29 The equivalence between products consisting in the general expenditure of labour rather than its
concrete applications leads Marx to identify ‘abstract socially necessary labour time’ as the substance
common to all commodities. This is what he calls ‘value’. ‘Abstract labour is labour that produces
products with ‘value’ in the sense of universal exchangeability’ (Pirgmaier 2021, 6). Pirgmaier (2021)
discusses and refutes other common substances that have been proposed in (Ecological)
economics.

3° Within and beyond Marxian Political Economy, there has been much debate over the ‘labour
theory of value’ (Brown 2007; Fine, Jeon, and Gimm 2010; Fine and Saad-Filho 2018; Laibman 2002;
Pirgmaier 2018; Saad-Filho 2019). It is not the purpose of this thesis to enter deeply into this debate
(on which see aforementioned references). This thesis stresses the distinction in Marxian (and
classical) political economy between ‘use value, referring to the ability of a commodity to meet
directly human needs, and ‘exchange value, referring to the amount for which it will exchange on
the market. For, this distinction, lost in neoclassical economics, is essential to highlight the
predominance of exchange value over use value, enforced by the profit imperative, which
characterises capitalist economies.
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412 Work: wage labour

Strikingly, it is not only material products that become commodified in capitalist
economies. It is a distinct characteristic of capitalist economies that human labour power
itself becomes a commodity, being sold and bought on the market for the purpose of profit-
oriented commodity production (Fine and Saad-Filho 2010).3 What workers sell and
capitalists purchase is labour power, people’s general ability to work. It is the capitalists who
decide for what specific purpose and in what way it is concretely applied. Wages then are
the price paid by capitalists in exchange for labour power. It is this specific relation that

characterises the dominant form of work in capitalist economies, wage labour.

Stressing the specificity of the form human labour takes in capitalism differentiates
Marxian Political Economy from neoclassical and other economic theories which consider
labour as an input factor to production as any other. The respective approach has clear
implications for the (re)organisation of the economic system. The dominance of, and
dependence on, wage labour rests on the need for people to earn a money wage to obtain
necessary goods and services on the market. People find themselves compelled to engage
in waged employment as the alternatives for securing livelihood are limited. It is important
to fully appreciate this point as it represents a major force keeping people in work,
regardless of their will or the usefulness and environmental sustainability of respective
job.3* Opting out from wage work is difficult both at the individual and systemic level.
Choosing to do differently would require alternative means to ensure subsistence (at the
very least), in turn depending on access to resources which is inhibited due to the unequal
distribution of the means of production. The functioning of the capitalist system relies on
the power of capital to command labour (and other means of production) and put it to use
in order to produce surplus value (Fine and Saad-Filho 2010; Marx 1867). Thus, wage
dependence represents a major force in the perpetuation of the capitalist system and a major
challenge for transformation. It also implies that it is capital, not workers, who holds the
ultimate power over the organisation of work processes, thereby setting boundaries for

workers’ self-determination.

3t Marx distinguishes between labour power, people’s general capacity to work, and labour, its
concrete execution (Fine and Saad-Filho 2010).

32 A similar effect, that will be discussed below, arises from the need to take out loans and repay
with interest.
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4.1.3 Property: private and unequal ownership of means of production and
subsistence

The power of capital to command labour (power) and people’s lack of alternative ways of
securing their livelihoods, in turn, premises on the unequal ownership and control of the
means of production and subsistence. Without access to the means of production, people
are left with only their labour power to sell in order to acquire goods and services on the
market. The monopoly ownership of the means of production by the capitalist class
constitutes the fundamental inequality on which the capitalist system rests (Fine and Saad-

Filho 2010; Marx 1867).

The existence and enforcement of private property (rights) is key to establish and maintain
this class divide. Only when property rights over essential assets are secured can specific
segments of society be excluded from their ownership and use (Harvey 2015). This
constitutes the distinct property dependence of the system. The dispossession of people
from common land, known as the enclosures, is historically associated with the emergence
of capitalist relations in the United Kingdom. Yet, exclusion of people from access and
ownership of essential resources is an ongoing process, carried out by various means
(Harvey 2003). The law, and correspondingly the state and other institutions with legislative
power, therefore play an important role in establishing and securing ownership and

property rights, thereby contributing to the system’s perpetuation (Pistor 2019).

4.1.4 Production: commodity production for profit

These specific property relations and connected organisation of work underpin the
generalisation of commodity production for profit. '[T]he general formula of capital’
captures the fundamental logic and dynamic of capitalist production in a few letters (Marx
1867, 108):

M-C(LP+MP)..P..C'-M|,
or in short,

M-C-M.

Money (M) is used to purchase labour power (LP) and other necessary means of production
(MP) (such as machines or natural resources33) which allows the production of a new set of

commodities (C') that can be sold at a profit. The ‘difference between M' and M is s, or

33 What constitutes the means of production varies over place and time and has to be specified
accordingly (Fine and Saad-Filho 2010).
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surplus value) aggregate profit in its monetary form (Fine and Saad-Filho 2010, 30, 32; Marx

1867; Shaikh 2016). This surplus is the central goal and driver of capitalist economies.

Capital can then be understood as ‘a means of producing profit, or surplus value (Marx
1894, 230). In contrast to the neoclassical notion of capital as physical wealth, this
understanding of capital is functional and relational. Physical goods or money function as
capital when they are employed for the purpose of profit-making. Money, the means of
production and commodities fulfil the function of capital at different stages in the circuit

(Marx 1894). The capital-labour relation is what lies at the core of the process.

Grasping the growth dynamics of the capitalist system, which is central for DG/PG, requires
to distinguish its material and monetary dimensions and simultaneously appreciate their
inherent connection. Although the circuit involves the production of a surplus product, i.e.
an 'amount of commodities produced that exceeds the amount required for [simple]
reproduction’ (Pirgmaier 2018, 114) it is the monetary surplus, profit, that drives capitalist
production (and exchange). By the same token, the pursuit of profit through capitalist
production remains connected to some biophysical materiality which is what underpins
environmental degradation under capitalism: ‘Commodity production is the production of
exchange value through nature, with nature being precisely a substratum, subordinated
and subsumed under a purely quantitative logic’ (Malm 2016, 283). Malm’s (2016, 289)
‘extended formula of fossil capital’ succinctly captures the carbon impact of fossil-based

capitalism,

M - C (LP + MP(F)) ... P~ _ C' - M’

Because fossil fuels (F) constitute an essential means of production each round of profit-
oriented production involves CO, emissions. Crucially, the production of profit at an
aggregate level is not only a possibility but a necessity for the stability of the system as a
whole. The Covid-19 lockdown and the Global Financial Crisis have formidably illustrated
what happens when production falters or when financial assets grow without productive
basis. This is what constitutes both capitalism’s dependence on profit and growth, and thus,

the system’s expansionary nature.

4.1.5 Surplus value and its basis: exploitation and appropriation

Identifying profit as main goal and driving force of capitalist economies and locating its
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origin in production still leaves open the question of how it is possible to generate surplus
value in the course of the production process when all inputs are supposedly fully paid for.
It is here that Marxian Political Economy makes a contribution. It posits that the generation
of profit is possible only because workers are made to ‘work for longer than the time it takes
to produce the goods that they can purchase with their wages’ and require for their own
reproduction (Saad-Filho 2019, 25). The seizure of the surplus produced by the workers
through the capitalist class has been termed exploitation and lies at the root of capital
accumulation.3* Workers receiving wages in return for their work disguises this mechanism
and makes capitalism appear as a system of equal exchanges (Fine and Saad-Filho 2010).
Invisibilised are the fundamental inequities in ownership, control and power between
capital and labour that underpin not only the generation of profit but the capitalist system

as a whole.

Fully comprehending the drivers of social and ecological crisis in capitalist economies
demands awareness for the internal dynamics of capitalist commodity production on the
one hand, and their relations to uncommodified spheres, on the other. These include
uncommodified and unpaid human labour power as well as nature. While the exploitation
of wage labour allows for the production of surplus value through the capitalist circuit,
uncommodified and unpaid labour power and nature underpin production of a surplus and

the functioning of the system as a whole (Bakker and Gill 2003; Huws 2019a) .35

Discussing non-wage labour and nature under one umbrella, appropriation, does clearly
not do justice to decisive differences between (and within) these spheres. While this thesis
does not allow for their in-depth elaboration, Ecofeminist Economics highlights parallels
of the ways in which capital relates to unpaid (female) labour and nature (Bauhardt 2014;
Dordoy and Mellor 2000). Both represent what can be called ‘conditions of production) i.e.
necessary preconditions for capitalist economic activity (Felli 2014). Reproductive activities
such as childcare and other forms of care work contribute to the reproduction of the labour

force; natural resources constitute the material basis for commodity production (Bauhardt

34 Exploitation is used in an analytical rather than normative way and differs from its colloquial use.
Workers may still be able to afford a decent material living standard, despite being exploited in an
analytical sense.

35 The multiple ways in which different forms of non-wage labour relate to the production of surplus
value cannot be explored in detail here. The ‘domestic labour debate’ dealt with these relations and
is summarised by Fine (1992). Huws (20193, 2019b) offers a useful classification of different types of
labour and identifies past and current shifts between them, including their gendered and racial
dimensions.
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2014; Moore 2015). The state of social reproduction and nature therefore influences in
multiple and variegated ways the circuit of capital (Vlachou 2002). Crucially, however, while
capital relies on the existence and functioning of these spheres, this is not their original
raison d’étre. Both nature and social reproduction function according to very different
logics than capital. The profit-oriented expansive mode of capitalist production comes into
contradiction with the kind and pace of both natural and social reproduction, provoking a
‘metabolic rift’ (Foster, Clark, and York 2010). Understanding the degradation of these
uncommodified, unmonetised spheres requires their consideration in the first place. Yet,
they are generally neglected in economics, including many ecological macroeconomic

models.

Despite the essential role of both uncommodified labour power as well as nature for the
functioning of the capitalist system and society at large, it is important to appreciate the
qualitative difference of the social relations and mechanisms underpinning exploitation of
wage labour and appropriation of the use values provided by uncommodified labour and
nature. This is important to identify the differing respective functions and dysfunctions of
waged and non-wage labour as well as levers for, and barriers to, transformation. Workers
in waged employment have very different possibilities in demanding changes in their
working conditions than non-wage household workers, not to mention nature (Barca 2019;
Huws 2019). Marx’s much debated proposition of wage labour as only source of economic
‘value’ captures the fact that only the purchase of labour power can directly generate a net
surplus or profit across the capitalist economy (cf. Kallis and Swyngedouw 2018). However,
this does not, as is often claimed, imply that nature and uncommodified labour power do
not matter for the generation of surplus value and the functioning of the capitalist system.
Rather, it highlights that their neglect and degradation is a result of the dominance of the
capitalist mode of provisioning itself. This insight has to be fully appreciated in the analysis

of social-ecological crisis and potential for transformation.

The theory of value was central for classical economists in the 18" and 19th century and
tackled many of these questions. However, the shift from objective to subjective approaches
to value, that occurred in the marginalist revolution, ultimately led to the disappearance
from the discipline of explicit consideration of value theory. The dominant view in
economics today is 'that value is determined by the dynamics of price, due to scarcity and
preferences' (Mazzucato 2018), a view according to which there is no independent role for

the term ‘value’ over and above the terms ‘price, ‘marginal utility’ and ‘scarcity’ (cf. Brown
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and Spencer 2012; Harcourt 2015). This is a major detriment to understanding the economic
roots of the current social-ecological crises because the inquiry into the nature and
definition of value raises key questions for comprehending the current economic system,
including environmental and distributive concerns: 'How [...] outputs are produced
(production), how they are shared across the economy (distribution) and what is done with
the earnings that are created from their production (reinvestment) are key questions in
defining economic value' (Mazzucato 2018). In other words that, when envisioning the
reorganisation of the economy to achieve well-being within planetary boundaries, an
analysis and debate over 'what activities have value, are essential or critical to survival,
prosperity and justice in some way, and what are wasteful or destructive' is pivotal (Gough

2020b, n.p.).

4.1.6 Consumption: realisation of profit

While it is the production of commodities that gives rise to a surplus, the circuit of capital
is only complete and successful when commodities are brought to the market and sold. For
profit to be realised, production has to be complemented by distribution and consumption.
This may uphold the image of consumption (or even need satisfaction) being the goal of
the circuit in the first place (Fine and Saad-Filho 2010). Yet, from the point of view of capital,
distribution and consumption of goods are means to the end of making profit. This is
crucial to understand the perpetuation of both consumption and production despite

environmental breakdown.

The different moments in the circuit of capital are essential for its functioning as a whole.
The resulting interdependencies between the different moments contribute to the system's
dynamism but simultaneously create multiple potential sources for crises. Disruptions in
one sphere will necessarily impact others. Disproportions may trigger a crisis, including
bankruptcies, unemployment and related social repercussions (Fine and Saad-Filho 2010).
This is another essential insight when contemplating the (selective) downscaling of

production and consumption, as in the case of DG/PG.

4.2 Capitals and competition

Distinguishing between different fractions of the property-owning class allows grasping the
qualitative differences in their economic activity and respective role for the system as a

whole. It thereby also represents a guide for investigating the restructuring of capital in



57

contemporary capitalism. One general distinction can be drawn: that between capital
producing and that appropriating surplus value (capital in production vs. capital in
exchange). It is through the process of production that a surplus is created which is in turn
divided between different fractions of capital, namely industrial, merchant and interest-
bearing capital (IBC) as well as landlords. The production of aggregate surplus value is a
prerequisite for its distribution in the form of distinct revenue streams, namely industrial
or merchant profit, interest, and rent. The different functions each fraction fulfils in the

economic system provide the basis and justification for claiming a share of surplus value.

4.21 Industrial capital and industrial profit

Industrial capital is capital directly invested in production. Producers of food or clothing
but also oil companies or car manufacturers are representative. The provision of essential
goods and services and related jobs and wages as well as bearing of risk provides the
legitimacy for profit on the side of the capitalist. To distinguish aggregate profit from the
share that actually accrues to the industrial capitalist as income stream, the latter is termed

industrial profit.

4.2.2 Merchant’s capital and merchant’s profit

Merchant's capital is that capital purely concerned with exchange, be it of commodities or
money. Commercial capital is charged with the former, e.g. via 'transport, storage,
wholesale and retailing’ (Fine and Saad-Filho 2010, 117). Money-dealing capital captures the
latter. Although merchant's capital is not involved in production as such, it plays a crucial
role for the functioning of the system in that it renders distribution, sale and consumption

safer, cheaper and faster and thereby contributes to the realisation of profit (Harvey 2019).

4.2.3 Interest-bearing capital

Then, there is interest-bearing capital, money loaned as capital in order to create profit
(Marx 1894). Bank and non-bank financial institutions are key entities administering IBC.
Like merchant’s capital, IBC is not directly involved in production but makes money (or
money equivalents) available to other segments of capital. IBC "performs the ownership and
control functions of money capital on behalf of capital as a whole' (Fine and Saad-Filho
2010, 124, 126). This is what provides the justification to appropriate a share of aggregate
profit in the form of interest. Interest is paid because borrowing and lending are crucial

both for individual economic agents and the system as a whole. It helps unleash economic
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potential as it eliminates financial constraints on economic activity. The specific use to
which money capital is put by the borrower matters little for the lender. It is repayment with

interest that matters first and foremost.

A specificity of IBC is that borrowing and lending precede any investment. IBC thus
represents 'a claim on surplus value that has yet to be produced' (Fine and Saad-Filho 2010,
127). This implies that claims to surplus value may merely be ‘fictitious capital’ There is
neither a guarantee that the money loan is put to productive use nor that production and
realisation of profit succeeds. Credit money, government bonds and shares are prime
examples of fictitious capital, all underpinned by distinct forms of ‘fiction’ (Durand 2017;
Marx 1894). The possibility to advance money capital without surplus value production
ultimately being realised implies that claims on future surplus may never be met. The
possibility not only of excessive issuance of ownership titles but the creation of markets for

these claims are sources of instability.

4.2.4 Rentiers and rent-bearing property

Marx as well as classical political economists considered landowners as another fraction of
the property-owning class. Landlords play a key role in the economy because they own and
control an essential condition for and means of production, the land. Claiming a share of
surplus value can be justified by granting use or access to resources that are essentially
conducive to the functioning of the system, e.g. as they facilitate production (or
distribution) of goods and services (cf. Fine 2019b). Similar to IBC, rent appropriation thus
represents a way of capturing a share of surplus value rather than contributing directly to
its creation by actively engaging in the process of production of commodities. This implies
that private property ownership may become dysfunctional for the system if it prevents
resources from being put to productive use. Moreover, if ownership titles and expected
revenues outgrow surplus value production, sources of instability abound (cf. Harvey

2006).

4.2.5 Competition

Having clarified how profit can arise in the course of the capitalist production process it
still needs to be explained why the necessity for profit-making arises. Competition at
different levels in the economy acts as a compulsive force that sets and keeps the system

in motion. The interlocking of competition and accumulation constitutes the dynamism
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of the system and a key challenge in terms of transformation. While the need to earn a
money wage drives people into waged employment, capitalists find themselves in a
situation of compulsion. It is profit that ensures the survival of their enterprise which in
turn is the basis for their own income. This is a key insight in understanding the difficulties
for change at the level of an individual organisation. Acknowledging accumulation as
systemic pressure allows one to see that it is not (at least not primarily) an individual
capitalist’s greed that leads to the pursuit of profit maximisation and other competitive

(and potentially destructive) strategies (Fine and Saad-Filho 2010; Wood 2002).36

Competition at different levels in the economy has varying implications for the economy
as well as environmental and social dimensions. Increases in productivity, innovation,
costs reduction, e.g. via wage depression or low input prices are outcomes of competition
within a sector (cf Malm 29016, 295). Competition between sectors drives 'capital
migration to other (presumably more profitable) sectors' (Fine and Saad-Filho 2010, 72;
Shaikh 2016), thereby shaping qualitative and quantitative orientation of the economy.
Due to globalisation processes the nature of competition is global. Corporations compete
for market share, labour and resources on a global scale. States compete against each other
in attracting capital, a factor explaining races to the bottom with regard to wage
regulation, corporate taxation, or the like. Workers in the Global North are pitted against
workers in the Global South. Workers are also put in competition within countries, often
feeding and fed by other forms of oppression and discrimination, such as racism and

gender discrimination.

In contrast to perfect competition assumed in neoclassical theory, competition is
understood as 'real competition' acknowledging manifold differentials in opportunities,
information, resources, size and power between actors in the economy (Shaikh 2016, 259).
Competition is not a smooth process but leads to turbulent and dynamic processes,
imbalances, booms and busts. These perspectives on competition have to complement
positive views of competition as a force for innovation, entrepreneurship and technological
advances. While, indeed, competition drives technological and organisational dynamism
and material growth, the conceptualisation of its negative corollaries as externalities

thwarts a deeper problematisation. This includes the adoption of environmentally and

36 Profit as main driver of the economy does not negate other motivating factors to engage in
production, e.g. the desire to produce nutritious food in order to satisfy human needs. Yet these
attempts are limited by profit-making as the bottom line.
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socially degrading practices by firms to compete against other businesses, for example.
Beyond that, competition undermines cooperation and solidarity which are essential to
move to a more egalitarian and just economic system (cf. Malm 2016, 296). Appreciating
the full range of implications of competition in the current system is crucial when thinking

about the reorganisation of the economy.

4.3 Money

The elaboration so far has emphasised the importance of monetary surplus, profit, as driver
of the economic system, yet without a deeper consideration of what money is and what role
it plays in the contemporary capitalist economy. Given the centrality of money and finance
for the functioning of the system, related social and ecological crises and a DG/PG
transition, this section aims to fill this gap. Despite its central role in the economy, the
answer to the question of what money is - surprisingly - is not straightforward. Within
contemporary mainstream economics textbooks money is mostly defined 'in terms of its
functions rather than any kind of overarching property or essence' (Ryan-Collins et al. 2014,
29). These include money as medium of exchange, unit of account, and store of value (and
means of deferred payment) which are presented without specifying the distinct
characteristics, functions and dysfunctions for the economic system. To address these
shortcomings, this section seeks to introduce, even if in a preliminary way, the role and
functions of money and finance at the current historical juncture and make sense of the
institutions and 'practices through which money is created in modern financial systems'
(Gabor and Vestergaard 2016, 1). It also highlights the ways in which these different

functions and institutions relate to ecological and social disruptions.3”

The definition of capitalism as generalised commodity production for exchange requires an
explanation of how generalised exchange of heterogenous products becomes possible. In a
capitalist economy, the exchange value of all commodities is expressed in one common
item, namely money. Money thereby constitutes the universal equivalent revealing the
equality as exchange values of all kinds of commodities. As such, money can ascribe prices,
constituting a unit of account (Lapavitsas 2016; Marx 1867).3® It is money's function as unit

of account which provides the basis for a generalised price system and a way of settling debt

37 This section thus discusses money not only in the abstract but already elaborates some more
concrete developments and practices in money creation.

38 A detailed account of the emergence of a universal equivalent is given in Marx 1867/1887, Chapter
L
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because it allows it to function as means of deferred payment (Ryan-Collins et al. 2014). By
the same token, it enables money to act as medium of exchange of commodities. The
particular unit that establishes itself as money opens up the 'possibility of holding and

storing up exchange-value’ (Marx 1867, 85).

‘[T]rust in the issuer’s ability to meet the promise made’ is what matters for the functioning
of any specific currency (Lapavitsas 2016, 12). Trust itself hinges on numerous factors. On a
national level, it is a government's acceptance of a certain currency and form of money as
legal tender that both ascribes it credibility and enforces its use (Lapavitsas 2016; Wray
2015). Internationally, an economy’s power and related position in the monetary and
financial hierarchy is decisive. The economic power of the US economy underpins today’s
dominance of the US dollar and enables the latter to function as ‘money of the world’ This
function, which has 'no equivalent in conventional theory', expresses the generalisation of
money’s different functions at a global scale (Lapavitsas 2016, 26). Such global perspective
on money provides the foundation for grasping the hierarchical structure of the global
monetary and financial system, emphasised by research into currency hierarchies and

subordinate financialisation (discussed in section 5.2.2 below).

Another crucial function of money in capitalist economics which is, tellingly, not discussed
in mainstream economics, is that of serving as capital, i.e. as means for accumulation. It is
clearly expressed ‘in the paradigm form of the circulation of capital’ ‘that begins with money
and ends with money (plus profit)’ (Harvey 2006, 69). For the productive capitalist, money
functions as industrial capital, i.e. a means to engage in production and make profit on that
basis. For the lender, money becomes IBC. The fact that money - as IBC - offers the
possibility to earn profit in the form of interest contributes to the generalisation of credit
relations. Vice versa, the generalisation of debt creation enhances credit money (Lapavitsas
2016). The different functions of money come into play at different points in the circuit of
capital and thereby contribute to the functioning of the economic system. They
simultaneously hold the potential to become dysfunctional not only in terms of the system

itself but also regarding societal welfare and environmental sustainability.

Money’s functions as universal equivalent, unit of account and means of exchange render
generalised exchange of goods possible and are therefore essential for expanded and
accelerated production, consumption and trade. The hiding of qualitative differences of

products via money is conducive for capitalist production and exchange but simultaneously



62

limits the ability to distinguish between products that are socially useful and those that are
not. Furthermore, it becomes possible to ascribe prices to things that are not commodities.
Money’s role as universal equivalent expands to purely speculative financial assets or
intangibles, such as property rights, or 'ecosystem services', such as carbon sequestration or
pollination, and makes them appear commensurable (cf. Spash and Smith 2019). This blurs
the lines between commodities produced for profit, resources that cannot be produced by
human labour and whose use value cannot actually be grasped by money and assets that are
of purely financial nature, only representing claims on real resources or financial flows. A
related implication is that what is ascribed a price appears also to have a use value, thereby
concealing socially or environmentally degrading practices. These concealments are a major
factor in the lack of awareness of the social and ecological disruptions accompanying

capitalist expansion as well as recurring financial crises.

The possibility to accumulate wealth in monetary form also holds the potential both to
smoothen and disrupt the functioning of the system. On the one hand, it allows the
mobilisation as initial finance in the future and in larger sums, e.g. to purchase the
necessary means of production (Bellofiore 2005). On the other hand, not all accumulated
wealth will necessarily be used for productive purposes, e.g. due to hoarding, thereby
potentially reducing available funds for productive investment — with adverse effects for the

system as a whole.

Money's function as unit of account and means of deferred payment facilitates the
generalisation of the credit system which may equally fuel the economy by reducing the
necessity to accumulate monetary wealth prior to productive investment (Fine and
Lapavitsas 2000). The credit system mobilises and concentrates money as capital and makes
it available - in potentially large amounts and at different times and places. The greater ease
and speed with which money can be made available allows potential discordances between
or within sectors to be bridged. While imbalances in 'the real economy' may be cushioned
through the availability of credit it may also conceal them and thereby hinder their
abatement. Thus, an elaborate credit system can fuel economic growth, technological
innovation, employment (FESSUD 2017; Harvey 2006; Sawyer 2013). However, it also has
power to withhold credit and thereby hamper economic activity, with potentially adverse
economic and social effects (Pettifor 2019). Moreover, newly created money does not equate
to more production or consumption but may result in asset price inflation. The credit

system may become dysfunctional for the system as a whole when money is predominantly
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invested in speculative financial assets instead of productive economic activity. Money as
means of deferred payment thus holds the seeds for excessive credit creation and related
financial crisis. The possibility of profit-making on the back of interest-bearing capital
exacerbates the risk of ‘speculative inflation’, and the rise of fictitious capital. Moreover, a
generalised debt-based monetary system not only enables but also requires continual
accumulation due to the necessity to repay debt with interest (Mellor 2016b). This
formidably shows the interconnectedness of monetary and productive relations. If credit
becomes a condition for securing a decent living or for starting or continuing business, debt
dependence becomes a further force tying economic actors into the system. It complements
wage dependence and profit dependence, respectively, and reduces freedom to step out of

the system (cf. McNally 2009; Mellor 2010).

4.3.1 Money creation and types of money today

The pivotal role that money and credit play in the capitalist economic system makes the
analysis of money creation an imperative for transformation. The following section
discusses money’s contemporary forms and the role which different institutions play in
their creation. This provides the basis for the later assessment of proposals for monetary

and financial reform to cater for greater equality and environmental sustainability.

Throughout history, money has taken different forms - co-evolving with the respective
underlying productive system and the importance of different functions.? Three forms of
money are most prominent in capitalist economies today: coins and banknotes, commercial
credit money and central bank reserves. Coins and banknotes are tangible forms of money
issued by the central bank (CB) of respective currency area but only make up a small share
of total amount of money in circulation. Commercial credit money constitutes the largest
part. It is created in the course of loan provision by commercial banks (Lapavitsas 2016).
This process does not involve any material form of money but ‘the stroke of a key’ (Sahr
2017). 'In technical terms, it is simply a number in a computer system. [...] In accounting
terms, it is a liability of the bank to the depositor’ (Ryan-Collins et al. 2014, 15). The ability
to create money 'out of thin air' ascribes commercial banks substantial power because
decisions over loan provision - how much, to whom, under what conditions and for what
purpose - shape the quantitative and qualitative structure of the economy (Bellofiore 2005;

Pettifor 2017). While these decisions are based on multiple factors - relating to the

39 | refer the reader to Lapavitsas 2016 for a more detailed analysis of the processes leading to the
predominance of credit money over other forms.
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individual borrower or (expectations about) the general state of the economy - the ultimate
driver is to earn profit in the form of interest. The role of banks and non-bank financial
institutions as administrators of IBC is crucial when thinking about monetary and financial

reform.

It is also an important insight for comprehending the power of CBs to control the money
supply. Commercial banks’ ability for money creation implies that the CB does not possess
monopoly of money issuance. Although the CB has a monopoly over the issuance of cash
and CB reserves in respective currency, decisions over their issuance are taken in view of its
mandate. While this may involve different dimensions one generally is that of ensuring
monetary stability - often formulated as specific inflation target.#> CBs find themselves
under pressure to accommodate demand for cash and CB reserves to prevent shortages and
maintain trust in the monetary system (Fontana 2009; Gabor and Vestergaard 2016; Saad-
Filho 2019). Ironically, the mandate to safeguard financial stability requires CBs also to
account for shadow banking activities, despite them not falling under banking regulation
(cf. Gabor and Vestergaard 2016, 32). ‘Shadow banks’ and the ‘shadow money’ they create
refer to forms of ‘collateralised credit’ provided by non-bank financial institutions (cf.
Gaborand Vestergaard 2016; Ban and Gabor 2016). These ‘shadow banks’ heighten the scope
for credit expansion, with concurrent potential for both productive enhancement (and its

ecological and social implications) and financial instability (Wullweber 2020).

The limitations of CBs control over the money supply can be understood as a reflection of
the power of the dynamics of the capitalist system. Similar to commercial bank money,
reserves are created when a central bank issues a loan ‘or when making payments to
purchase assets' (Ryan-Collins et al. 2014, 14, 67; Saad-Filho 2019; Lapavitsas and Saad-Filho
2000).# Thus, reserve creation takes place in relation to demand by the CBs customers, most
importantly the government and commercial banks. While the former encompasses public
spending decisions, the latter encompasses households’ financing needs for consumption
and firms’ financing needs for productive investment (Fontana 2009). Ultimately, however,
the latter is driven by the search for profit via IBC. Awareness of these multiple
interconnections is crucial in order to anticipate potential disruptions and barriers to policy

interventions as part of a DG/PG transition.

4 A CBs mandate is thus not set in stone and can include other targets such as full employment.
4 While coins and banknotes must be printed or minted, reserves also exist merely as digital
numbers logged in CB accounts.
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These elaborations also help appreciation of the potential and limits of Modern Monetary
Theory according to which governments which issue and tax in their own currency do not
face monetary limits on their spending. They can neither go bankrupt nor be limited in
what they can afford (Wray 2015). Spending by sovereign governments is not constrained
by the availability of money, but by the availability of real resources so that inflationary (or
deflationary) tendencies can be avoided.** The multiple pressures of the (global) capitalist
system demand a qualification of countries’ monetary sovereignty. This concerns first and
foremost the need to accommodate the financing needs of different agents in the economy,
which are guided by the pursuit of profit. Moreover, constraints arise from economies’
embeddedness into the hierarchical international monetary and financial system: ‘the
monetary sovereignty of the country that generates the reserve currency is a factor limiting
the monetary sovereignty of subordinate countries’ (Lapavitsas and Rowthorn 2020, 228).
The extent to which different actors have power over money creation is related to the power
they hold over the quantitative and qualitative structure of the economy and must,

therefore, be appreciated when considering a social-ecological transformation.

A brief recap of this section underscores key elements of the capitalist economic system
which are key for its perpetuation and relate to ecological degradation and inequality.
First, profit as the goal of, and precondition for, the stability of the economic system
creates profit dependence both at the systemic level and for individual capitals. Second, the
inherent connection between profit and the production of a surplus product gives rise to
growth dependence, again for the system as a whole and individual economic entities, such
as corporations or national economies. Third, wage labour and the resulting wage
dependence of people to secure their livelihoods is an essential pillar of capitalist
economies. Fourth, the necessity for private and unequal ownership and control over
essential resources, including but not limited to the means of production, represents a
dependence on private property and its unequal distribution. With the aim of a social-
ecological transformation these dependencies and the foundations of the economic
system from which they emerge require thorough consideration by DG/PG economics.
The neglect of systemic barriers for change or the proposal of insufficient or even
misleading proposals for transformation are likely results of a failure to do so. Figure I on

the next page depicts these elements. While the illustration is neither able to capture the

4 Elements of monetary sovereignty highlighted by MMT include the stability of respective
currency, trusted government and monetary institutions, a functioning tax system, and relatively
low dependence on foreign exchange.
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interrelations between different elements nor the dynamism of the processes involved it

serves to take stock of the insights gained in this and the following chapter.
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Figure 1. Essential elements of contemporary capitalism.
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5 Capitalism II: dynamics and developments

The fundamental structures and relations of the capitalist economic system constitute the
basis for its dynamism, expansion and continuous restructuring. This chapter discusses
capitalism’s dynamism along two dimensions. Section 5.1 elaborates several tendencies
which arise from the basic foundations of the capitalist system and contribute in their
specific way to the transgression of planetary boundaries and inequality.* Section 5.2 is

dedicated to the current configuration of the capitalist system on a global scale.

5.1 Emerging tendencies

This section discusses the social-ecological implications of several tendencies that
characterise the capitalist system. To reiterate, tendencies are to be understood as
directions in which the system tends to develop due to its internal dynamics, yet without

causal necessity for their materialisation.

5.1.1 Commodification and pseudo-commodification

The above section established the capitalist system as one of generalised commodity
production for profit. Against this backdrop, commodification arises as a general
tendency, allowing the system to expand in quantitative and qualitative terms (Foster,
Clark, and York 2010; Victor 2008). Goods and services that were previously provided by
non-market actors, be it by the state, communities, or the household, are subsumed into
the realm of capitalist production, distribution and consumption. The recent
commodification of 'housing, education, health care and public utilities [...] in many parts

of the world' speak to this (Harvey 2015, 24).

The integration into the capitalist market changes the logic that governs the provision of
goods and services. The pursuit of profit (exchange value) gains dominance over their
provisioning for need satisfaction (use value). The increasing commodification of care is a
case in point (Aulenbacher, Décieux, and Riegraf 2018). A further implication of
commodification is the need for a monetary payment to acquire access to respective goods
and services. It thereby fosters and increases people's dependence on wages and contributes
to the perpetuation of the system (Pineault 2017). This simultaneously means that

inequalities in income and wealth may translate into inequalities in access to goods and

4 This section builds on and elaborates Pirgmaier (2018).
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services, and related effects on well-being. Commodification alters relations to nature, too
(Victor 2008). If wood production is undertaken for profit, the growth of trees will be
organised in a way that serves this purpose rather than its sustainable growth in line with
natural cycles. An additional environmental impact is the potential increase of energy and
material requirements when goods and services are being commodified. There is evidence
of higher energy requirements for commercial as opposed to uncommodified care provision

(Hanacek et al. 2020).

This is not to say that any non-capitalist provision is per se sustainable or equitable. Nor
does it preclude that commodification contributes to satisfaction of needs. Processes of
commodification are and can be negotiated, contested and mediated by political decisions
or social resistance, for instance (Chang 2010, 2014; Pirgmaier 2018). Commodification both
stimulates and requires changes in social relations as the inclusion of a good or activity in
the capitalist realm has to be socially accepted (cf. Moore 2015). Yet, commodification
implies that practices that increase profits will be applied in their provision, tendentially

conflicting with their sustainable, equitable and need-orientated governance.

Commodification carries with it the monetisation of goods and services. Prices are ascribed
so that they can be exchanged on the markets. A seemingly similar, yet distinct process to
commodification is the expansion of 'commodity forms', i.e. the monetisation of 'goods
that are not necessarily produced for profit' (Bayliss, Fine, and Robertson 2017, 359). These
may include things such as land but also public services which are provided in exchange for
a fee (Bayliss, Fine, and Robertson 2017). While commodification expands the scope of
profit-making via production, expanding spheres of '‘pseudo-commodities’, or 'commodity
forms' serves as means to claim a monetary payment without necessarily getting involved
in production itself. Pseudo-commodification is closely connected to new forms of

enclosure and rent extraction (Felli 2014).

5.1.2 Enclosure

The centrality of ownership and control over economic resources in the capitalist system
gives rise to a tendency for continued enclosures. Enclosures secure the basis for the
functioning of the system by safeguarding private property rights over resources and assets,
including the means of production. Thus, it allows maintenance of the fundamental divide
between capital and labour. Marx's described the process of separation of workers from the

means of production and the appropriation of the latter by capitalists as 'primitive
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accumulation'.* It was foundational for the capitalist system as it fostered workers’
dependence on wage labour and allowed capitalists to command both labour and the means
of production. The amount and kinds of processes and things that have been enclosed
throughout the history of capitalism span the natural and social sphere, including land, or
knowledge and speaks to enclosure as an ongoing process (Harvey 2015). The surge of

intellectual property (IP) rights in the last decades is an expression of this (Pistor 2019).

Private property ownership is a prerequisite for putting resources to use as either factors of
production or rent-bearing assets. Enclosure may therefore enhance the conditions for
industrial production or facilitate the appropriation of a share of aggregate profits via other
mechanisms, e.g. charging a fee for use and access of respective resource in the form of rent.
If it concerns essential resources or goods, enclosure may directly create or deepen people’s
wage dependence. Enclosures of different kind reflect and contribute to the restructuring
of capital and its different fractions. In that sense, their impact on the system as a whole
differs and has to be analysed accordingly. The discussion of rentierisation will shed more
light on recent developments. Processes of enclosure have in common that they not only
perpetuate the system but also tend to exacerbate inequalities in ownership and control
over resources and the income streams to which they give rise (cf. Harvey 2015). Establishing
private property rights over a certain resource necessarily involves the exclusion of others,

including society as a whole. Private wealth takes priority over public wealth.

5.1.3 Economic growth

Above, the inherent connection between profit and growth has already been outlined. The
tendency for economic growth thus emerges directly from the pursuit of profit via
commodity production (Harvey 2019). The drive to expand production is an imperative at
the macroeconomic level. If growth falters, crisis ensues. The system-level imperative for
growth both arises from and gives rise to expansive pressures for individual capitals and
drives the adoption of practices that allow enhancing output (Pineault 2019, 256). This
includes the expansion of productive capacity, including machinery and number of
employees to increase material throughput and output and the broadening of the range of
products. As goods not only have to be produced but sold for profit to be realised numerous

mechanisms are applied to stimulate demand. So-called 'sales efforts' work towards the

44 In order to account for the continuation of similar processes Harvey coins the term 'accumulation
by dispossession'. He subsumes a number of processes under this umbrella which this thesis
distinguishes for analytical clarity (cf. Fine 2006).
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perpetuation of both the interest to keep consuming as well as the ability to do so. They
include 'new ways of sales promotion: advertising, variation of the products' appearance
and packaging, "planned obsolescence”, model changes, credit schemes, and the like'
(Baran and Sweezy 1966, 115). Access to credit facilitates both expanded consumption
(especially in times of wage stagnation) and production. Shifting production towards
‘commodities that are inexpensive, low quality and frequently replaced’ allows for high
turnover and related profit (Foster, Clark, and York 2010, 394). The creation of a 'consumer
culture' aims at the creation of needs and wants and is a way to align consumption norms
with increasing levels of output (Pineault 2016; Jackson 2009). The mutual dependence of
production and consumption leads to their mutual escalation, resulting in overproduction
and overconsumption, regardless of environmental limits that are transgressed in that

process (Pirgmaier 2018).

The unprecedented scale of industrial output growth characterises the capitalist system and
has earned it its reputation of wealth creation. Indeed, growth of material output and
improvements in material standards of living in capitalist economies have been
unprecedented (Stiglitz 2019). By the same token, many optimistic accounts, and most
economic theories, disregard the ecological and social costs that accompany the continuous
pursuit of economic growth. The profit-driven growth of economic output involves the
escalation of extraction and use of energy and material resources, and GHG emissions
(Malm 2016). The historical co-development of GDP, material footprintand GHG emissions
highlight the close correlation between economic growth and environmental degradation

(Hickel and Kallis 2019).

By the same token, output growth does not imply sufficient production and fair
distribution. What and how much gets produced and what does not is generally guided by
(expected) profitability, not sustainability, sufficiency nor need satisfaction (Pirgmaier
2018). As the production of wasteful luxury goods can prove as profitable as the production
of sustainable necessities, provision of the former can take primacy over fulfilling the latter.
The co-existence of outright poverty and wasteful luxury lifestyles is the result. The fact that
many luxury goods have disproportionally high environmental impact compared to many
basic goods, and their consumption being very unequally distributed, adds a further

element to environmental inequality (cf. Oswald, Owen, and Steinberger 2020).

The relationship between economic growth and multiple forms and dimensions of
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inequality is complex and varies depending on context (Hofferberth 2014). The distribution
of the benefits of growth are not given. Very fundamentally though, the competitive
pressure between capitals to earn profit creates a tendency for individual capitals to
appropriate as much of the gains of growth as possible, rather than sharing it with workers
and the rest of society. An equal distribution of the fruits of economic growth runs counter
to the system's logic and requires qualification of the popular promise that 'a rising tide lifts

all boats', i.e. growth of the economy will make everyone better off (Kituyi 2014).

Evidence from the last decades shows that different segments in the economy have
benefited very unequally from economic growth: ‘top 1% richest individuals in the world
captured twice as much growth as the bottom 50% individuals since 1980 [...]. Income
growth has been sluggish or even zero for individuals with incomes between the global
bottom 50% and top 1% groups. This includes all North American and European lower- and
middle-income groups' (Alvaredo et al. 2018, 11; Gallagher and Kozul-Right 2019). These
patterns speak to the relation between the distribution of power in the economy and the
production and distribution of economic output. Losses of gains for lower income groups
in the last decades coalesce with a weakening of labour, itself related to globalisation,

amongst other factors (Alvaredo et al. 2018; Gallagher and Kozul-Right 2019).

In addition to the growth dynamics springing from the system as such, there are several so-
called 'growth dependencies' which arise from the specific combination of economic
dynamics, social institutions and political duties of governments in capitalist welfare states.
They include, amongst others, '[t]he need to maintain employment and living standards’,
'[t]he need to reduce poverty', third, '[t]he desire to avoid addressing other problems head-
on (Inequality, the Falling Wage Share of GDP), fourth, '[t]o improve government finances',
fifth, '[t]o address high private debt’, and sixth, '[t]Jo address high public debt' (Positive
Money 2018, 2). These dependencies highlight the intricate interrelation between states and

the economic system and demand attention when anticipating a DG/PG trajectory.

5.1.4 Geographic expansion

Profit-making opportunities tend to increase the more resources can be mobilised by
capital, evoking a tendency for geographic expansion. Without regulation, the movement
of capital, including but not limited to the relocation of production, tends to encompass
ever more regions (cf. Reuten 2019). The establishment of capitalist institutions in ever

more places increases the amount of wage labourers, sites of extraction, production and
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outlet, all facilitating enhanced production and sales (Foster, Clark, and York 2010; Malm
2016). Capitalist expansion is primarily guided by profitability, and different locations lend
themselves to different forms of enterprise. This leads to systematic, yet variegated
outcomes. Geographic expansion aiming to obtain cheaper material inputs or labour render
regions with low costs for wages and material resources attractive for industrial capital.
Lower subsistence levels or lower social and environmental regulations facilitate these
conditions and allow increased profits (Harvey 2001). The ability of today’s multinational
corporations to act across borders means they can exploit most profitable conditions in
terms of labour and natural resources worldwide (cf. Durand and Gueuder 2018). With
regard to outlet markets, (expected) demand and purchasing power in the respective region
matters. Moreover, different fractions of capital pursue expansion with distinct purpose and
effects. The globalisation processes of the last decades are an expression of this variegation

and will be discussed at more length below.

Global capital mobility allows the exploitation of unequal conditions in different world
regions, thereby feeding into existing inequalities. An aspect neglected by most theories of
economic growth is the displacement and destruction of non-capitalist ways of work,
production and distribution in the course of capitalist expansion, including more
egalitarian and sustainable ones (cf. Fine and Saad-Filho 2010; Hickel 2020). The
simultaneous marginalisation of alternative ways of organising and naturalisation of the
capitalist system tend to result. The equation of capitalist growth with wealth creation
misses these dimensions. As geographic expansion allows expansion of the scale of
capitalist commodity production it simultaneously drives environmental degradation.
Additional impact arises due to international trade and transport-related resource and

energy use as well as GHG emissions (cf. Lamb et al. 2021; Plank et al. 2018).

5.1.5 Technological change

In addition to material growth, permanent technological and organisational change is
another extraordinary feature of the capitalist system arising directly out of the pressure for
capitals to remain competitive and make profit (Ghosh 2012; Pirgmaier 2018; Wood 2002).
Correspondingly, profit as goal of technological and organisational change determines the
qualitative direction of innovation, being generally geared to increasing the production of
surplus value. Marx emphasised mechanisms of two broad types. The extension of working
time or the intensification of work facilitate an increase of surplus value production without

altering the production techniques (absolute surplus value). The fact that there are
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(physical) limits to these practices renders the pursuit of labour productivity increases via
changes to the production methods increasingly important (relative surplus value). They
include innovation of production techniques, development of better machines, or a more
sophisticated division of labour. All of these allow working up of more raw materials in a
given amount of time and thereby increase output (Fine and Saad-Filho 2010, 39). They also
allow the reduction of production costs, and thus product prices, potentially increasing
sales and market shares of those ahead of others (cf. Pirgmaier 2018). Thus, in the pursuit
of increasing profit, technological change under capitalism tends to take the form of labour
productivity increases via the substitution of labour with machinery. It is accompanied by
the growth of productive capacity such as plants and machinery both relative to labour and
in absolute terms.* Technological innovation is thus closely linked to expansive dynamics

as well as tendencies for concentration and centralisation of capitals.

As innovative and productivity-enhancing technologies tend to spread, their advantages for
the individual capital risk to be temporary, thence intensifying the drive for continuous
innovation (Smith 2010). By the same token, this threat creates an incentive to prevent
technological transfer, e.g. by legal means such as IP rights, explaining some of the
contemporary trends of enclosure and related rent extraction. The incessant revolution and
replacement of old with new technologies, production processes and products is not a
smooth process but laden with frictions, including bankruptcies and redundancies

(Schumpeter 1976).

Appreciating the many facets of technological change under capitalism is important to
grasp related social and environmental impacts. Crucially, it has been key to the production
of material wealth and related increases in material living standards. Yet, this may have
contributed to the lack of critical scrutiny and outright technological optimism
underpinning most theories of growth and much of contemporary climate discourse (cf.
Kerschner et al. 2018). The increase of material throughput facilitated by rises in labour
productivity implies increasing resource extraction and use. The same applies to the related
expansion of productive capacity, again connected to increasing energy requirements for
their construction and operation - and concurrent GHG emissions (Jackson & Victor 2011,
102). Increases in labour productivity have not only been facilitated by higher energy use

but simultaneously propel it (Malm 2016). By the same token, rising labour productivity not

45 According to Marx (1894), this feeds into the ‘tendency of the rate of profit to fall’ - a complex
and controversial matter that cannot be covered in this thesis.
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only facilitates growth of productive capacity and output but creates the pressure to do so.
In order to prevent unemployment arising from labour-saving technological change,
growth of economic output has to follow suit (Jackson and Victor 2011). The anticipated
economic, ecological and social effects of automation and digitisation fuel the debate (cf.

Lange and Santarius 2020).

These insights put into question the technological optimism that is at the heart of the
argument for ‘green growth’ and ‘decoupling’ as solution to the climate crisis. Clearly,
technological innovation can and has improved resource and energy efficiency of many
production processes. Due to capitalism’s general orientation towards profit these savings
are, however, not used to stabilise output at a sufficiency level, reduce working time and
decrease material and energy use but to pursue continued growth, thereby counteracting
absolute reductions. The lack of (sufficient) relative and absolute decoupling can be
explained by the internal dynamics of the capitalist system (Foster, Clark, and York 2010a).
Several so-called rebound effects contribute to technology-based efficiency increases being
eaten up by absolute output growth. They capture increases in the latter induced by the
former and can be identified at the level of households and firms as well as the sectoral,
national and global levels (Lange et al. 2021). In view of the challenges for the precise
quantification of rebound effects, Santarius (2014) proposes a conservative estimate of 50

per cent at a macroeconomic level - a tremendous share.

In addition to the abrogation of resource and energy savings by output growth, the
qualitative orientation of technological innovation is not per se conducive to ecological and
social concerns: 'innovations in the pursuit of profit-creation look very different than
innovations directed towards other social goals, such as sustainability considerations’
(Pirgmaier 2018, 129). In view of the emergency of the ecological crisis, current speed, scale
and type of technological change is 'not leading to relevant innovations, [...] not disruptive

enough, [...] [and] not fast enough' (Parrique et al. 2019, 49-52).

Similar arguments can be made with regard to the social orientation of technological
change. On the one hand, it has reduced physical burden of work in many areas, and holds
the potential for human liberation from drudging tasks. On the other, processes of
mechanisation and digitisation tend to increase pace and monotony of work, provoking a
deskilling of workers and a loss of knowledge of production techniques (Marx 1867). The

rise of what Graeber (2018) calls 'bullshit jobs' speaks to this development, describing paid
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work that even employees themselves find useless. The power of capital in determining the
directions of technological and organisational change, based on their monopoly ownership
of the means of production, undermines an orientation that is geared towards worker well-
being. The tendency for productivity gains to be appropriated by capital perpetuates

capitalism’s fundamental inequality, that between capital and labour.

Inequality in gains from technological innovation also concerns its geographies. The lack
of technological transfer and the persistence of socially and environmentally degrading
working and production conditions in large parts of the world reflect their profit-oriented
production and distribution. Access is withheld without payment, as the failure to deliver
Covid-19 vaccines to countries in the Global South has formidably shown (Irwin 2021; OECD
2021). This also matters greatly for the urgently needed adoption of low-carbon
technologies to combat climate change (Ockwell et al. 2010). The unequal distribution of
technologies does not only relate to their application but also their development: “Today;,
95% of all research and development is undertaken in wealthy regions of the global
economy where advantaged units of capital are clustered (Helpman, 2004, p. 64)" (Smith
2010, 211). Concentration and centralisation of capital plays an important role in access to,
and investment in, latest technological innovation, and vice versa. The multiple social and
ecological implications of the specific form technological change takes in capitalism
economies require careful scrutiny. While it holds the potential to improve people's lives
and use resources more efficiently, it is the system's internal logic which runs counter to the

achievement of these goals (Pirgmaier 2018; Smith 2010).

A point worth emphasising is that innovation and research is not only undertaken by
capitalists but also non-market actors. States, for instance, have played a crucial role in
developing and financing technological innovation, including large-scale and risky
projects, and have often laid the basis for later appropriation by private profit-driven firms

(Mazzucato 2013).

5.1.6 Acceleration

One crucial aim and effect of technological and organisational innovation is that of
acceleration. The faster commodities are produced, distributed, and sold the faster capital
can be reinvested. The tendency towards acceleration thus emerges directly out of the
competitive pressure for profit, felt by each individual capital (Passarella and Baron 2015;

Pirgmaier 2018). Increases in labour productivity reduce the time it takes to produce a unit



76

of output, thus facilitating accelerated production of goods. Required investment in plants
and machinery tie up capital for a certain amount of time, a potential force of slowdown.
By the same token, the competitive pressure to keep production methods up to date may
force early retirement and replacement of respective equipment and sites (Marx 1885; see
also Harvey 2019). The conflictual nature of technological change manifests itself in these

developments.

In order to avoid imbalances within the economy, acceleration of industrial production
requires acceleration of distribution and consumption to follow suit (Rosa 2013).46
Commercial capital is crucial in order to ensure realisation of profits in accelerated manner,
e.g. via increasing speed of distribution of products through the smoothening of supply
chains, the expansion and improvement of transport systems and communication (cf. Rosa,
Dérre, and Lessenich 2016). The different types of sales efforts accelerate the creation of
new wants. Fast fashion is the most obvious example. The reduction of quality of products,
including planned obsolescence, contribute to reduced utilisation time of goods and faster
consumption of new products (Foster and Burkett 2016; Kovel 2007). Interest-bearing
capital bridges potential time gaps due to (lack of) finance, e.g. by provision of credit for
large-scale investment (Pirgmaier 2018). Acceleration thus concerns the whole circuit of

capital (Kovel 2007).

Increased environmental impact of accelerated economic processes comes as no surprise.
The term 'Great Acceleration’ captures the rapid parallel upshot of a multitude of 'socio-
economic and biophysical spheres of the Earth System' since the 1950s’ (Steffen et al. 2015,
12). Acceleration of commodity production, distribution and consumption implies higher
throughput of natural resources, energy requirements and, in turn, faster resource
extraction and GHG emissions (cf Malm 2016, 284). Expanding infrastructure that
facilitates faster distribution also increased environmental impact, e.g. emissions for cargo
and planes. Reduced utilisation time of products increases the speed of waste production.
‘The significance of time for capital is closely tied to its rupture from nature’ (Kovel 2007,

60, 64).

The accelerated speed of the capitalist economy increasingly comes in conflict with the pace
of natural processes. From animal populations to natural resources, the speed of

replenishing tends to be much slower than (accelerating) economic exploitation. The same

46 By the same token, differences in speed are an inherent source of crisis.
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holds for the capacity of sinks to absorb and 'dispose of waste and pollution’ (cf. Rosa,
Dérre, and Lessenich 2017, 62). The heightening speed of extraction, throughput, pollution
and waste creation tends to exceed the ecosystem's pace to regenerate. By the same token,
it appears that acceleration comes in conflict with human physical and psychosocial
capacity, expressing itself in the increase of mental and psychological illnesses due to an
accelerated pace of life, driven by acceleration in the economic sphere (Rosa, Dérre, and

Lessenich 2017).

5.1.7 Concentration and centralisation

Two further tendencies arise out of the competitive pressure to accumulate, namely the
‘concentration and centralisation of capital’ (Foster, Clark, and York 2010, 406). They both
represent ways in which individual capitals increase their size and power to persist in the
market. While concentration captures the process of accumulation over time due to
successful reinvestment of own profits centralisation refers to the acquisition of capital
produced by others, e.g. through extensive borrowing, the stock market, or mergers and
acquisitions. Accordingly, concentration requires a certain amount of time, i.e. the time it
takes for the circuit of capital to be completed, but centralisation processes render possible

very fast and comprehensive corporate growth (cf. Fine and Saad-Filho 2010).

The quest for corporate growth itself is underpinned by the advantages that big capitals
have over small ones.*” Larger market shares and economic power allow the shaping of the
economic environment according to their interests, including price setting, investment in,
and enclosure of, technological innovation, managing competition, as well as greater
independence from and more favourable access to external funds (cf. Marx 1885; Pineault
2016). Economies of scale also matter, decreasing costs per unit of output due to larger

productive capacity and other advantages deriving from size of business.

Tendencies for concentration and centralisation prevail for all types of capital. The recent
decades reflect this trend.*® In the period from 1995-2015, there has been an increase of
market shares held by large corporations in manufacturing, retail as well as finance

(UNCTAD 2017). The distributive effects go beyond shifts within respective sectors; regional

47 This is not to say that smaller firms may not in certain cases have advantages over big ones, e.g.
due to some unique specialisation.

48 Baran and Sweezy (1968) coined the term 'Monopoly Capitalism' to describe the increasing
domination of the economy by a few large corporations.
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distribution reflects global distribution of power. Although multinational corporations
headquartered in emerging economies are rising in numbers, those based in high-income
countries in the North ‘remain the dominant global players in industries that have the
highest profit margins, such as pharmaceuticals, media and information technologies’

(UNCTAD 2017, 126).

The same holds for their ability to exert influence on governments and extract profit or rent
due to their position in the (global) economy (UNCTAD 2017, 100). All of this translates into
the ability to secure higher returns relative to smaller firms, again strengthening economic
power. These trends matter largely as they imply that processes of production and
distribution of goods, technologies and finance are strongly influenced by a few powerful
entities. It includes the concentrated ownership and control of resources, production
processes and allocates tremendous power in terms of environmental and distributive

effects. (Griffin 2017, 8).4°

5.1.8 Alienation

While tendencies such as economic growth, or technological change are discussed by most
economic schools of thought, alienation is a development particularly emphasised by
Marxian Political Economy. It captures dynamics of separation and disconnect due to the
specific organisation of capitalist economies. First and foremost, it relates to the
estrangement of workers from both the product they create and the production process in
which they are engaged. Workers neither owning the means of production nor the final
products as well as being commanded by capital and limited in self-determination of work
creates this rift (Clark and York 2005). Factory work, automation and digitisation may
intensify disconnect. The complex division of labour, in terms of tasks, industries and
regions furthers alienation between people. By promoting a conception of human beings
as independent, self-responsible, and entrepreneurial agents, neoliberalism may have
exacerbated alienation between people and community and society (cf. Fine and Saad-Filho

2017).

The capitalist system also creates alienation between people and nature. It can be related
to the increasing geographical separation of people from the land due to urbanisation as

well as the distinct quality in which nature enters the production process. Under capitalism,

49 The fact that top polluters include numerous state-owned entities indicates that states’ economic
activities and resource management are not per more sustainable.
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‘[f]or the first time, nature becomes purely an object for humankind, purely a matter of
utility [...] whether as an object of consumption or as a means of production' (Marx 1857,
336). People thus lose connection to the very foundation of their existence (Foster and
Burkett 2016). Money as central organising mechanism in capitalist economies facilitates
alienation. Connections between employers and employees and between producers and the
resources they employ appear as monetary relations. This ‘cash nexus’ naturalises money as
means of connecting both people and people, and people and nature. Reducing the distinct
quality of these relations to a monetary relation contributes to detachment (Dant 2000;

Nelson 2016).

These multiple forms of alienation play a role for the perpetuation of the system as well as
ecological crisis and inequality (Hudis 2013; Pirgmaier 2018). Alienation creates rifts and
ignorance towards ‘the other’, and thereby reduces empathy and appropriate action. One
may presume people to reconsider destructive consumption patterns were they able to fully
perceive the multiple forms of degradation caused in the process of production and
distribution. Alienation from each other contributes to the tolerance and perpetuation of
inequalities. Not being able to see and treat each other as human beings but as competitors
in the market counteracts mutual care and a sense of community. It thereby also
undermines the possibility to perceive of collective action, which is crucial in terms of social
change. The increasing disconnect from nature then works counter to sustainability
concerns. The lack of understanding of natural cycles and time frames and loss of sense of
connection provide the ground for (tolerance and ignorance of) environmental degradation
(Foster, Clark, and York 2010; Foster and Burkett 2016). One may expect greater opposition
to environmental degradation were destruction in plain sight and touching an entity of

which human beings felt part.

Alienation is facilitated by and deepens due to the other dynamics such as geographical
expansion, technological change, acceleration and competition. The interlocking nature of
the different tendencies fosters the capitalist system. Acceleration as aim and outcome of
technical and organisational change or the facilitation of economic growth, labour
productivity or geographical expansion via acceleration of production and consumption are
other examples (Kovel 2007). 'Taken together, these elements and dynamics form the core
fabric around which the reproduction of capitalist economies spirals' (Pirgmaier 2018, 98).
By the same token, this web of interconnected institutions and dynamics renders a shift in

course a formidable task.
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In the case of DG/PG, the challenge is heightened by the fact that the envisioned directions
for change (discussed in chapter 2.3) generally go against the dominant tendencies of
capitalist economies. Reorienting production, distribution and consumption from more
to less, from fast to slow, from commercial to voluntary, from private to public clearly runs
counter to the drive for economic growth, acceleration, enclosure and commodification.
Likewise, ambitions for decarbonisation and dematerialisation are counteracted by the
pursuit of economic growth, which also eats up (resource) efficiency gains from
technological change (Kallis 2017a). Relocalisation of economic activities goes against the
general tendency of geographic expansion. Table 1 illustrates these oppositions and
simultaneously highlights not only the depth and breadth of the envisioned changes but
also the challenge of their implementation. This is even more so as these systemic
tendencies arise due to the necessary pursuit of profit in capitalist economies which acts

a compulsive force for the various actors in the economy.

DG/PG directions for change Capitalist tendencies
From monetary and material wealth to Alienation

'the good life' (Pseudo-) Commodification
(Decommodification & De-Alienation)

From commercial to voluntary Alienation
(Decommodification & De-Alienation) (Pseudo-) Commodification

Downscaling: From more to less Economic growth

(] [

Decarbonisation and dematerialisation Economic growth

[: from brown to green

Decarbonisation and dematerialisation Alienation

[1]

II: from production to reproduction Economic growth

From labour productivity to resource Technological change - perpetual

[t]

productivity labour productivity increases

From technological optimism to

[1]

Technological change - perpetual
technological skepticism labour productivity increases

Deceleration: from fast to slow Acceleration

] [

From global to (g)local Geographic expansion

Democratisation and equality: from Enclosure

[1]

private to common wealth Concentration and centralisation

Table 1. DG/PG directions for change vs. capitalism’s central tendencies.
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The role of the state and policy-making in the social-ecological transformation of the
economic system have to be considered in that light. As discussed above, capitalist states
are fundamentally entangled with capital and under pressure to ensure the functioning of
the capitalist economy. This encompasses the imposition and protection of the elements
of the capitalist core, such as the establishment and protection of economic rights that are
essential for the capitalist system, including private property of natural resources and the
means of production as well as the right for enterprises to employ labour and appropriate
surplus value. States also contribute to the creation and maintenance of conditions
conducive to economic growth and profit-making. The provision of adequate
infrastructure such as roads and railways ease the production and distribution and
consumption of commodities. Both labour market regulation and education are means to
contribute to the availability of a qualitatively and quantitatively adequate labour supply.
Monetary and financial regulation and legislation shape the conditions under which
capital can act. How and how much money can be created by which institutions is decisive

(Reuten 2019, 7).

States may facilitate and perpetuate tendencies such as economic growth, technological
change and enclosures but also intervene to regulate tendencies that could threaten the
system’s functioning in the long run, e,g. the continuing concentration and centralisation
of capital which may impair competition (Reuten 2019). Although states may possess the
formal power to shape and regulate central institutions and tendencies of the capitalist
system, any such decision will be taken in view of the anticipated effects on capital, thus
potentially impairing strong intervention at a national level to accommodate capital. The
room of manoeuvre of each individual state differs depending on its economic and political

position and power in the world economy.

The role of ‘the state’ within and for the capitalist system, as well as the transformation of
the latter, is complex. Rather than being predetermined, a state’s actions are the outcome
of struggles and mediations between competing, often conflicting interests, e.g. between
capital and labour, different capitals, domestic and international pressures (Fine and Saad-
Filho 2010). The state itself is not a static entity but an evolving expression of the relations
between different social forces. Accounting for these complexities and
(inter-)dependencies is essential when it comes to the design of specific policies and the

possibilities of their implementation. A DG/PG transition would necessarily have to involve
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a transformation of the state and the international system (D’Alisa and Kallis 2020). The
challenges of such endeavour are heightened due to capitalism’s constitutions at the current

historical juncture which is subject to the next section.

5.2 Capital in the 21st century: globalisation, financialisation,
‘rentierisation’

Having established the fundamental pillars of the capitalist system in the abstract and the
dynamics to which they give rise, this chapter closes by scrutinising the specific form that
capitalism takes at the current historical juncture. This is required to gain clarity over the
role which time specific features of capitalism play for the current social and ecological
crises and to anticipate the scope for transformation in the present moment. Different
labels attributed to the contemporary phase of capitalism highlight aspects that are
considered decisive by respective authors and include ‘Financialised’ or ‘Finance-led
capitalism’ (Lapavitsas 2009, 2013; Powell 2018), ‘Rentier capitalism’ (Standing 2017,
UNCTAD 2017), ‘Managerial capitalism’ (Duménil and Lévy 2018), ‘State capitalism’ (Alami,
Dixon, and Mawdsley 2021; Dolfsma and Grosman 2019), ‘Fossil capitalism’ (Angus 2016;
Malm 2016) and ‘Platform capitalism’ (Langley and Leyshon 2017; Srnicek 2017a), amongst

others.

All of these notions touch upon important aspects of capitalism today. To comprehend the
recent developments in relation to the system as a whole this section takes a ‘capitalocentric’
approach.5®° Understanding the development of capitalism as the permanent restructuring
of capital, the distinction between its different fractions serves as guidance for the analysis
(cf. Fine 2010; Lapavitsas 2013).5" This approach focuses on the specific qualitative and
quantitative forms in which capital has reorganised in the neoliberal era and, in particular,
the interconnections of these developments with the escalation of ecological degradation

and inequality in the last decades.>

On that basis, three distinct but interconnected developments emerge as characteristic of

21° century capitalism: globalisation, financialisation, and, arguably, ‘rentierisation’ They

5° In that it resembles Durand and Gueuder (2018) who take a profit-centred approach and discuss
similar developments.

5' The discussion here includes landlords and other potential rentiers who form part of the property-
owning class.

52 Neoliberalism is understood as having facilitated these specific forms of capitalist reorganisation.
Again, I refer the reader to Fine and Saad-Filho (2017) for a detailed discussion of neoliberalism and
its variegated features and effects.
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capture first, the expansion and internationalisation of capitalist production (industrial
capital) and trade (commercial -capital), second, the internationalisation and
disproportionate growth of finance (IBC) and third, the rise of rent-oriented economic
activity (cf. Bonizzi, Kaltenbrunner, and Powell 2020; UNCTAD 2017). With some
exception regarding globalisation, DG/PG economics has only engaged with these
developments and their implications for transformation to a limited extent. The following

section offers a preliminary approach to redress this shortcoming.

5.2.1 Globalisation

The tendency of the capitalist system towards expansion, discussed above, manifests
concretely in the process of globalisation, understood as capital's reproduction and
reorganisation on a world stage (Fine and Saad-Filho 2010; Starosta 2010). It concerns the
geographical expansion and reorganisation of all forms of capital. In the pursuit of profit.
They seek to expand their reach and venture into the locations which are deemed most
profitable. The internationalisation of production and the increase in cross-border trade
and financial flows make clear the increasingly global scale of capitalist economic activity.
The rise of multinational corporations of all sorts is the paragon of globalisation (cf. Palazzo

2016).

Globalisation has been spurred by the implementation (and imposition) of neoliberal
policies, including ‘the extensive deregulation of markets - particularly financial and
currency markets - in rich and poor countries alike, the attrition of the public realm, and
the extension of profit-making opportunities to ever-widening spheres of not only
economic, but also social, cultural and political life’ reflecting the belief in market forces as
most appropriate way to organise the global economy (UNCTAD 2017, 21). Global capital

mobility can be understood as both a result and driver of these developments.

While the tendency for capital’s geographical expansion is of general nature, specific
patterns of globalisation are variegated and differ between industries and countries. One
crucial shift consists in the relocation of manufacturing from high-income countries to low
and middle-income countries, in particular to East Asia and China (Bonizzi,
Kaltenbrunner, and Powell 2020; UNCTAD 2016, 2017). By the same token, countries in the
Global North increasingly rely on countries in the Global South to source products (Lan et
al. 2016). Capital’s ability to settle wherever most profitable conditions are to be found has

allowed multinational corporations to benefit from shifting production sites to places
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where profits can be increased. The observed repatriation of profits back to the country
where a company is based constitutes and perpetuates a distinct form of inequality.
Considering that many dominant multinational corporations are based in the Global
North, such profit repatriation translates into a transfer of profits from Global South to
North, reproducing historical patterns of inequity. It runs counter to efforts of reducing of
economic inequalities between countries and improving material living conditions in the
Global South (Durand and Gueuder 2018; Suwandi 2015; UNCTAD 2017). This is not to deny
that material living standards have increased in certain regions but to highlight the uneven
character of these developments. The fact that global convergence of per capita incomes
can largely be attributed to the rise of China indicates the specific development of the latter
rather than a rise material living standards in the Global South more generally.> Global
capital restructuring has simultaneously implied alterations in the global division of labour,
including increased exploitation of wage labour in the Global South, as well as a weakening
of labour on a global scale (Gallagher and Kozul-Wright 2019). In that sense, (neoliberal)
globalisation can be understood as having contributed to the deepening of the inequality

between capital and labour.

These shifts also help to explain the puzzle of ‘profiting without producing’ in many high-
income countries, i.e. profit-making that appears to be unrelated to investment in the real
economy (Lapavitsas 2013). The phenomena has mostly been considered as an effect of
financialisation but may also be connected to the geographical break between sites of
investment and profiteering (Durand and Gueuder 2018). The sluggish levels of investment
by non-financial corporations in the Global North have been connected to wage stagnation,
low productivity growth and unemployment. The adverse distributional effects show in
reductions of bargaining power and shares in national income of workers in high-income
countries (Jayadev 2007). This so-called 'secular stagnation' has been advanced as an
additional argument to prepare for a post-growth economy (Carlos Bresser-Pereira 2019;
Durand and Gueuder 2018). The analysis of the interdependent reorganisation of different

forms of capital on a global scale sheds light on its causes and distributional effects.

In addition to its distributional implications, globalisation has contributed to increased

environmental degradation. The discussion of economic growth and geographical

533 In contrast to many other countries, China resisted what has been termed the neoliberal ‘shock
therapy’ consisting ‘of (1) liberalization of all prices in one big bang, (2) privatization, (3) trade
liberalization, and (4) stabilization, in the form of tight monetary and fiscal policies’ (I. Weber 2021,
4).
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expansion has already made clear the connection between increased industrial output and
environmental impact. Beyond that, there is evidence that international trade itself
increases environmental pressure. While it could, in principle, contribute to greater
resource efficiency, it appears that the stark increase of trade over the last decades has
exacerbated global raw material consumption. This increase happened against the
backdrop of changing patterns in international trade: 'high-wage countries are increasingly
sourcing goods and services from low-wage countries, rather than from domestic
production or from other high-wage countries' (Plank et al. 2018, 4195). Wage costs being a
decisive factor underpinning these shifts speaks to capital’s restructuring and relocating in
search of profitability by the global and variegated exploitation of labour. This has implied
the relocation of production to less material-efficient places, thus increasing raw material
use (Plank et al. 2018). By the same token, pollution and environmental degradation have
also been outsourced to lower-income countries (Oita et al. 2016; Zhang et al. 2017). These
patterns of international production and trade further involve ‘ecologically unequal
exchange’ between high- and low-income countries: trade does not only enable high-
income countries to generate profit on its back but also represents a transfer of biophysical
resources to their benefit (Dorninger et al. 2021). The 'growing spatial disconnect between
resource use and emissions in production and consumption' is one result of global
restructuring of industrial capital in the last decades (Dorninger et al. 2021, 4195). The
multiple intersections between production, profit, inequality and ecological degradation
can be traced back to the abstract dynamics of capitalist economies. Their specific regional
variegation reflects mediating factors such as the specific hierarchical structure of the

global economy as well as national policy choices, the latter clearly shaped by the former.

5.2.2 Financialisation

In addition, and connected to globalisation, financialisation represents another 'systemic
transformation of capitalism that has occurred during the last four decades’ (Lapavitsas
2013, 792). Despite and because of its wide acknowledgement, there is no common
definition of the term (Sawyer 2013). Maybe most popularly it is described as ‘the increasing
role of financial motives, financial markets, financial actors and financial institutions in
the operation of the domestic and international economies’ (Epstein 2005, 3). While this
definition reflects the variety of processes and actors that have been subject to change it
lacks analytical anchoring. Grounded in the analysis of the capitalist system as a whole and
following Fine (2010), financialisation is here understood as the quantitative and qualitative

expansion (and articulation) of money capital in exchange, most notably interest-bearing
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capital. While globalisation concerns all forms of capital, financialisation captures the
rising dominance of interest-bearing capital relative to other forms, its consequence being
that ‘economic activity in general has become subject to the logic and imperatives of
interest-bearing capital,, including previously industrial or commercial activities as well as

the realm of social reproduction (Fine 2010, 99).

Due to the limited scope of this thesis, a few points will have to suffice for illustration.5* At
the global level, there has been a rise of financial assets relative to GDP (Fine 2012). Both
public and private debt has exploded relative to GDP since the 1980s (Gallagher and Kozul-
Wright 2019). The global rise of broad money from 50% to 145% of GDP between 1960 and
2020 speaks to the expansion of IBC in the form of credit money (cf. World Bank 2020).
Looking at high-income countries, the rise of IBC compared to industrial capital also finds
its expression in the decline of gross fixed capital formation compared to the rise of external
assets and liabilities as well as increasing shares of finance, insurance and real estate (FIRE)
in value added (Brown, Passarella, and Spencer 2015; Durand 2017; Gallagher and Kozul-
Wright 2019). The number of financial claims surpasses real production many times over.
This indicates the expansion of both IBC and fictitious capital, the 'absolute and relative
expansion of speculative as opposed to or at the expense of real investment' (Ashman and
Fine 2013, 156; Fine, Bayliss, and Robertson 2016). Rising household debt speaks to
expanded credit provision by banks in the search for financial profit (interest) and

concurrently increasing entanglement of households with private finance (Fessud 2017).

The rise of 'shadow banking’ in the last decades also reflects the rise of money as interest-
bearing and its fictitious forms (cf. Fessud 2017). The involvement of shadow banking
institutions, such as public equity funds, with social service provision highlights the way in
which IBC has intruded in social reproduction. Financial capital has increasingly moved
into spheres that have previously been under the auspices of the state, such as provision of
health care, housing or education (Bayliss and Fine 2016; Vercelli 2014). This has resulted
in public provisioning and policy-making being increasingly investor orientated (Ashman
and Fine 2013; Fessud 2017). It remains to be seen whether the drastic state interventions
during the corona pandemic will create lasting effects in the perception, appreciation and

power of government intervention (cf. Stevano et al. 2021).

54 [ refer the reader to the extensive research undertaken in the project on Financialisation,
Economy, Society and Sustainable Development (FESSUD), https://business.leeds.ac.uk/divisions-
economics/dir-record/research-projects/1791/fessud.
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The focus of financialisation research on countries in the Global North, and the US and UK
in particular, should not hide the fact that it is a global process with variegated
manifestations and effects in different world regions (Bonizzi, Kaltenbrunner, and Powell
2020; Christophers 2012). While the US and the UK may appear to be ‘most financialised’, a
global perspective is required to grasp the interconnected processes of global capital
restructuring. For instance, it becomes apparent that processes of financialisation and
reduction of fixed capital investment in countries in the Global North in the last decades
have occurred in parallel with a remarkable increase of gross fixed capital formation in low-
and middle-income countries (Durand and Gueuder 2018). Again, these 'profits without
accumulation' in the Global North are inherently connected to the specific spatial
organisation of production around the globe. This includes offshoring of productive

activities to, and profit repatriation from, the Global South.

A broadened perspective also highlights the specific ways in which countries in the Global
South have been subjected to financialisation processes and the imperatives of global
finance capital. Some indications are ‘[tJhe quantitative increase in external assets and
liabilities’ relative to GDP as well as ‘the increase in both average capital inflows (by non-
residents) and outflows (by residents) to and from DEEs [Developing and Emerging
Economies] as a percentage of GDP’ in the last four decades (Bortz and Kaltenbrunner 2018,
379). Their often stronger dependence on foreign capital due to their respective position in
the international economic and monetary hierarchy implies greater exposure of low-and
middle-income countries to the imperatives of IBC. In order to attract foreign capital,
countries face pressure to provide conditions conducive to (financial) capital, often pushed
by international organisations such as the International Monetary Fund.>> This includes
offering higher interest rate payments or weaker regulation to attract investors. The current
approach to climate finance in the Global South reflects theses shifts, i.e. the pressure for
governments to ‘de-risk’ low-carbon investments' via various means (Gabor 2021b). Global
capital mobility intensifies these pressures due to capital’s ability to easily withdraw funds,
exposing countries to greater vulnerability e.g. by putting government finances at risk
(Bortz and Kaltenbrunner 2018). Despite context specific variegation, the patterns of
financialisation tend to reflect countries’ subordinated position in the global economic and

monetary hierarchy (Andrade and Prates 2013; Bonizzi, Kaltenbrunner, and Powell 2020).

55 Gabor (2021, 1) coins the term ‘Wall Street Consensus’ to describe the reorganisation of
‘development interventions around partnerships with global finance’.
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In addition to perpetuating international inequalities and dependencies, financialisation
has been associated with an increase of inequality within many high-income countries. In
terms of functional income distribution, 'financialisation has been conducive to a rising
gross profit share, including retained profits, dividends and interest payments, and thus a
falling labour income share, on the one hand, and to increasing inequality of wages and top
management salaries and thus of personal or household incomes, on the other hand' (Hein
2017, 3). The 'rise of supermanagers' which is a key aspect of the growth of income inequality
in the last decades includes skyrocketing incomes in the financial sector (Piketty 2014, 263,
315). The general strengthening of the financial sector has come at the expense of sectors
with higher shares in labour income, including the non-financial corporate and public
sector (Hein 2017). This has contributed to the rise in inequality and insecure employment

(Fessud 2017).

The specific re-configuration of credit relations has also affected inequality and social
welfare more widely. The rise of private debt has worked as a mechanism transferring wealth
from workers (and producers) to financial capital and property owners. Similarly,
increasing public debt has been used as an argument for lower public investment. With
poorer segments of society being more dependent on public services and infrastructure,
this represents another driver of inequality. Stagnation or decline in wages, or the lack of
productive investment, are masked by the maintenance of purchasing power via increased
borrowing and financial profits respectively (Fessud 2017). The mounting role of household
debt as a means to cover basic needs, including housing, consumption, education, health
and provision for old age 'speaks to that (Lapavitsas 2009, 146). While credit provision may
have prevented adverse social outcomes from wage stagnation, it also created further
dependencies and allowed structural problems to be neglected. By increasing sources of
instability, financialisation may continue to feed into inequality because economic shocks
generally hit poorer households or smaller businesses - which have less financial buffer -
harder (Fine, Bayliss, and Robertson 2016; Zabai 2017). Moreover, crises have tended to be
managed in the interest of financial capital, e.g. government bailouts of too big to fail
financial institutions, amounting to the socialisation of losses, and privatisation of gains

(Mellor 2016, 34-35).

The environmental impacts of financialisation are not straightforward, as the increase in

financial activity may appear detached from real production and its environmental effects.
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Yet, there are multiple potent linkages. Above all, it has to be remembered that, on a global
scale, financial activity has increased disproportionally more than industrial output which
itself has continued growing. The decline in industrial output has been relative not
absolute. Stagnation and slower growth in the Global North need to be analysed against the

backdrop of relocation of production.

As capital in general, IBC is primarily driven by the search for profit not ecological or social
concerns. The allocative function of credit has to be seen in that light. The expanded
provision of credit characterising financialisation facilitates production and consumption
at enlarged and accelerated scales, beyond (and regardless of ) environmentally, socially and
economically sustainable levels (cf. Pettifor 2019; Fessud 2017). The continued financing of
fossil fuel investment by bank and non-bank financial institutions, despite aggravating
climate change, illustrates in the most blatant manner IBC’s indifference towards
environmental and social concerns (cf. Steinberger and Hofferberth 2019). It also reflects
increased investor orientation and short-termism typical of the era of financialisation.
While the global low-carbon transition demands large-scale funding the role of private
finance for decarbonising the economy is ambivalent (cf. Bhattacharya et al. 2020; FESSUD

2017).

The entanglement of IBC with dirty industries impairs the fast low-carbon transition in
another, somewhat perverse way. IBC representing claims on surplus value yet to be realised
creates a financial stability risk in view of fossil fuel phase-out and other downscaling of
other dirty industries. The necessity to leave up to 8o percent of resources in the ground to
prevent overshooting the 1.5°C target creates what has been termed a 'carbon bubble/, i.e.
the risk of massive asset stranding (Mercure et al. 2018; Semieniuk et al. 2021). On the
flipside, this means that '[t]aking the political measures necessary to halt fossil fuel
extraction would immediately result in a knock-on destabilisation of the financial markets'
(Durand 2017, 63). Furthermore, the expansion of credit relations feeds into what has been
discussed as ‘monetary growth imperative. The need to repay debt with interest increases
further pressure for making profit and earning wages, both in turn fuelling economic
growth and related environmental degradation. There is evidence that pressure for debt
repayment may lead to acceptance of hard or long working hours which has impacts on

well-being as well as the environment (Mellor 2010; Stratford 2020).

One profound long-term impact of financialisation is the progressive transformation of
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mature from an end in itself to a mere instrument' for financial profit (Fessud 2017, 236).
Current finance-dominated approaches to climate policy, such as 'climate infrastructure as
an asset class' or 'carbon pricing' also reflect this trend. Being promoted by international
institutions as tools for the low-carbon transition in lower income countries, such
approaches are likely to exacerbate 'financial vulnerability in the Global South while doing
little to achieve climate-aligned development' (Dafermos, Gabor, and Michell 2021, 1). In
addition to climate protection, insurance against climate risks, clean-up and reconstruction
are approached as investment opportunities, thereby perpetuating exactly the logic that has

created the ecological crises in the first place.

5.2.3 Towards ‘rentierisation’?

The increasing orientation towards rent extraction is another development being discussed
as fundamental shift in global capitalism (Christophers 2021; Standing 2017; UNCTAD 2017,
2018).5° As in the case of financialisation, the rise of ‘rentier capitalism' is widely
acknowledged but definitions and methodological approaches for its assessment vary
tremendously.5” This includes a lack of demarcation with financialisation, analytically and
empirically (Christophers 2019; Durand and Gueuder 2018; Rabinovich 2019; Rotta and
Teixeira 2016). The limited scope of this thesis inhibits an in-depth engagement with rent
theory and a comprehensive elaboration of the relative and absolute increase of rentierism
in the economy. The potential impact on the functioning of the economic system, social-
ecological crisis and possibilities for transformation call for its scrutiny, however. The
following section therefore discusses the existing literature and evidence of rentierism so
to identify developments that demand attention in DG/PG economics. The approach
chosen for the analysis accounts for the historical specificity surrounding rent in
connection to the current mode of production and accumulation. This includes an analysis
of whether the categories of rent can be applied to resources other than land (Ward and

Aalbers 2016).

The distillation of criteria that allow for rent extraction in the case of land are taken as the
basis for exploring contemporary forms of rent extraction. These include, first, the
importance of respective resources for both economic production and social reproduction

(Ward and Aalbers 2016; Felli 2014; Harvey 2006). Second, resources have to be either

56 [ thank Beth Stratford for exchange on these issues.
57 As in the case of value, the dominance of neoclassical economics may explain the connected
disappearance of land, and thereby rent theory, from economics (Ryan-Collins 2017).
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naturally or artificially scarce, and difficult or impossible to reproduce and substitute
(Standing 2017). If a resource was abundant and freely accessible their owners would not
be able to claim a payment for access or use. This highlights the importance of having an
ownership and property regime in place that allows for enclosure of respective resources,
be it in legal or physical terms (Felli 2014). Private (monopoly) ownership and rentier
power to maintain the above conditions constitutes a final criterion to effect rent
extraction (Stratford 2020). Based on this analysis, rentierisation would imply a surge in
the shares of aggregate profit appropriated on the basis of 'ownership, possession or
control of assets that are scarce or artificially made scarce’, not or hardly reproducible and
substitutable, and to some extent essential for (re)production (Standing 2017, 3; Stratford

2020).

The distinction between rentierism and financialisation in this thesis is drawn according
to the types of resources and assets concerned as well as the specific relations underpinning
the two phenomena. Both financialisation and rent appropriation rely on the production of
surplus value elsewhere but are in distinct ways connected to this process. Financialisation
refers to the mobilisation of money as interest-bearing capital and is underpinned by debt
relations and related interest payments. The specific role of money in capitalist economies
- including its unique function as universal equivalent, as ultimate goal of capitalist
economic activity - demands for its distinction from other types of goods and assets.
Rentierism, in contrast, captures the appropriation of a share of aggregate profit by means
of ownership and control of essential and scarce resources other than money. Rent

payments are made in exchange for being granted access and use of such resources.

Christophers (2019) who uses a similar definition of rent points out the impossibility of
determining the precise extent of the absolute and relative expansion of rent-oriented
practices. There is no indicator that comprehensively and meaningfully captures these
kinds of activities. Moreover, one company may derive some of its revenues from interest-
bearing activities, others based on ownership or control of a scarce resource, and again
others from productive investment (cf. Rabinovich 2019). Beyond that, the diversity of
resources and assets potentially concerned demands case and context specific
investigation (Christophers 2019). The focus here is on two broad areas which stand out in
the debate around rentier capitalism. The first is that of different forms of IP, including
information, digital technologies and data; the second concerns land and other elements

of nature.
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Information, knowledge, data and technology form one area of putative rentiership (Birch
and Cochrane 2021; Christophers 2019; Standing 2017; UNCTAD 2017). Their relevance in
the economy coupled with the possibility to render them scarce by means of IP rights make
them potential areas of rent extraction. Where they differ from land is the fact that the
difficulty to reproduce them is because this is actively prevented by owners of respective
assets and less due to inherent limits, as the size of the globe in the case of land. This
highlights the importance of legal institutions in the creation of rent-bearing assets as well
as the central role of rentier power to maintain conditions for rent appropriation. By the

same token, it may curtail an IP’s power to function as rent-bearing asset.>®

The multiplication of both applications and granting of patents and trademarks since 1985
indicates the increased efforts search for rent appropriation in the case of knowledge
(WIPO 2020a, 2020b, 2020¢, 2020d). Recent examples 'for the expansion of IP protection
to new areas include the rise of financial and business method patents [...], as well as
patents on life forms and on developments in software (Lerner et al., 2015)' (UNCTAD 2017,
132). The increased importance of intangibles in the asset structures of non-financial
corporations speaks to their heightened role as means of profit-making and has been
documented in many high-income countries, the US and UK in particular (Bryan, Rafferty,
and Wigan 2017; Orhangazi 2019; Rabinovich 2019). 'Intangibles can include such items as
copyrights, patents, distribution rights and agreements, easements (gas, water, and mineral

»

rights), franchises and franchise fees, trademarks, and client lists™ (Rabinovich 2019, 10-11).
The ascendancy of 'Big Tech' indicates a rise of 'digital rentiership': 'five of the largest
corporations in the world are digital technology firms - Apple, Amazon, Microsoft,
Google/Alphabet, and Facebook’ (Birch and Cochrane 2021, 2). The ownership and control
of increasingly essential digital products, services, and infrastructures enables these

corporations to charge for their access. In view of their size this ascribes them enormous

power.

To speak of rentierisation would imply an increase and dominance of mobilising IP for the
purpose of rent capture rather than enhanced commodity production. Whether this is truly
the case is hard to tell (yet) because the intricate interdependencies between knowledge
and technology with industrial capital impede the determination of exact shares of rent

and industrial profit respectively. The digital platforms provided by ‘Big Tech?, for instance,

58 It may also call into the question the general suitability of applying the category of rent to IP.
Nevertheless, it is here used a category to guide the analysis.
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facilitate the connection of multiple agents in the economy and thereby smoothen and
accelerate economic the production and distribution of goods and services (Srnicek 2017).
The outsourcing of physical and managerial costs to workers, rendered possible through
the specific work arrangement as self-employed in the platform model, implies unequal
burden-sharing and facilitates wage repression, thereby further bolstering increasing
profits for firms (Montalban, Frigant, and Jullien 2019; Srnicek 2017b). Throughout the
history of (capitalist) production information and knowledge have played a decisive role.
Increases in labour productivity based on technological advances are one example (Fine,
Jeon, and Gimm 2010). Determining whether and to what degree this role has changed
would demand more detailed research of specific cases. While this thesis cannot therefore
offer a general conclusion over the degree of intellectual, technological and digital
rentierism, the existing indications call for its consideration to comprehend the global
economy at the current historical juncture, and the potential for its social-ecological

transformation.

Beyond the newly emerging fields, land remains a source for potential rent extraction. As
in the case of IP, it is difficult to determine the exact level of appropriation of land rents.
The global trend of large-scale privatisation and acquisition of land by foreign investors in
the last decades known as ‘land grabs’ is instructive in that regard. It highlights the crucial
role of land in the economy but also the diversity of drivers of this development, ranging
from food and non-food agribusiness, including biofuels, the establishment of special
economic zones but also nature conservation and speculation on rising asset value of land
(Zoomers 2010). Determining the degree of rent extraction in these processes would require

a detailed investigation of the qualitative and quantitative aspects of respective land deals.

The increasing mobilisation of land as financial asset observed in the last decades
represents a challenge for the specification of the current level of rentierism related to land
(Harvey 2006; Ward 2019). The importance of real estate in the rise of the FIRE sector
speaks to the central role of housing and real estate and simultaneously highlights the
interlocking of land ownership, rentierism and financialisation (Brown, Passarella, and
Spencer 2015; Durand 2017; Robertson 2014; Sassen 2014). A study investigating drivers of
house price inflation in 14 high-income economies concludes that ‘more than 8o percent of
the increase in house prices between 1950 and 2012 can be attributed to land prices, an
indicator of increasing rent appropriation based on land ownership (Knoll, Schularick, and

Steger 2017, 332).
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Beyond land, other elements of nature may be sought after as a means of rent capture, water
being one example (Levidow 2020). The discovery or purposeful imposition of limits on
natural resources and their extraction and use is fertile soil for increased rent extraction.
The remaining carbon budget, and the establishment of emission rights, is a prominent
example for rent extraction on the back of the imposition of ecological limits. The
atmosphere as a sink for carbon is rendered a scarce resource. Acquiring emission rights
increasingly becomes a condition of production. Payment for emission rights can be
considered a form of rent payment. The unequal distribution of emission rights in favour
of powerful and historically high-emitting economies reflects existing inequities of
countries and capitals at the current historical juncture (Felli 2014). With increasing
environmental degradation, struggles over ownership and access to essential resources are
likely to become ever fiercer, increasing realms and efforts of rent appropriation (Stratford

2020).%9

In terms of environmental impact, the question arises whether rentiers should be thanked
as ‘environmental saviours?’ (Stratford 2020, 5). After all, rent appropriation is not directly
based on commodity production and may suppress productive investment if it absorbs
financial resources. This is not a given, however. Rent-bearing assets may in distinct ways
support industrial production and thus, environmental impact. Technologies offered by
‘Big Tech’ facilitate faster and vaster production and circulation of goods and services,
thereby contributing to accelerated and increased output and throughput. In addition,
digital platforms stimulate and facilitate continuing consumption: 'By rationalising
distribution systems, individualising advertising, and targeting and systematically
integrating prosumers into production models' (Staab 2017, 288). Moreover, even if not
directly enhancing production rent extraction relies on production of surplus value
elsewhere, be it in sectoral or geographic terms. Averting instability and distributive
conflicts creates indirect pressure for economic growth (cf. Montalban, Frigant, and Jullien
2019; Orhangazi 2019; Stratford 2020). Finally, while the system’s stability relies on the
production of surplus value, denouncing rentierism as parasitic risks idealising production
and neglecting the failing of profit-oriented production in terms of environmental

sustainability, fair distribution and need satisfaction (cf. Fernandez and Klinge 2020).

59 Although Stratford (2019) uses a different definition of rent the main risks she points out remain
valid.
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Beyond the direct effects on the environment, the rent-oriented creation of an artificial
scarcity of goods and services that are in principle abundant may stand in the way of the
move to an equitable low-carbon economy. For instance, the spread of already existing low-
carbon technologies is prevented due to patent ownership. The same holds for IP on
pharmaceuticals that could prevent and combat illnesses, as the Covid-19 pandemic has
blatantly shown (Fernandez and Klinge 2020). The patterns of enclosure of, and exclusion
from, essential resources by means of rent-bearing assets appears to replicate and
perpetuate neo-colonial relations of exploitation and power on a global scale. With regard
to natural resources, the threat of ‘Green Colonialism’ in the low-carbon transition has to
be taken seriously (Bassey 2020; Taiwo 2019). These patterns not only reflect the
hierarchical structure of the global economy but also the power of transnational capital over

states, particularly those lower down in the economic and financial hierarchy.

In addition to these international inequities, intensified rentierisation may perpetuate and
exacerbate inequalities in other ways. As rentierism relies on the ownership of essential and
scarce resources it is inherently linked to dispossession, and therefore the perpetuation of
the fundamental divide between those who own and control essential resources and those
who do not. It thereby sustains the expansion and prioritisation of private over public
wealth and renders essential common goods prone to enclosure (Standing 2019; cf.
Montalban, Frigant, and Jullien 2019). The exclusion of people from essential resources and
as well as necessary payment in order to obtain access to (previously common) goods hits
poorer segments of society harder because they have less financial means to access
alternatives. This is exacerbated if respective assets become subject to speculation and
related price inflation. The inflation of house prices in many countries illustrates these
mechanisms (cf. Stratford 2020). Asset price inflation on the back of rentierism may feed
inequality in wealth and income at an individual level: 'As it is the rich who on the whole
own assets (i.e. stocks and shares, but also football clubs, public hospital car parks, land,
brands, race-horses, works of art, yachts, etc), the rich have grown richer. And as the value
of their assets has risen, so have the rents they charge on those assets. Nothing better

explains the rise in inequality than this process' (Pettifor 2017).

While the indications of current and future rent-seeking render its analysis highly pertinent
the determination of its absolute and relative rise demands further research. In the case of
each resource the specific connections to surplus value production have to be established

to determine whether financial returns really predominantly accrue due to the ‘mere’
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ownership and control of respective assets. For now, commodity production for profit and
the connected ‘waged labour in the production process, including the production of
knowledge goods’ seem to remains the dominant form of provisioning (Fine, Jeon, and
Gimm 2010). The potential implications of increased rent-seeking on economy and society
as well as the implications of a DG/PG transition render further analyses of ‘the threat of
rent extraction in a resource-constrained future’ imperative for DG/PG economics

(Stratford 2020).

The debate over rentierism brings to the fore once over the pivotal role of ownership and
control of essential resources for the current system - and its social-ecological
transformation. There are multiple channels in which the inequality between those who
own the means of production and subsistence and those who do not feeds into the social-
ecological crisis and stands in the way of the establishment of an equitable organisation of
the economy in line with planetary boundaries. Very fundamentally, it is one of the essential
pillars underpinning the system’s orientation towards and dependency on profit and
growth as well as people’s dependence on wage labour as means to secure their livelihoods.
The emerging systemic tendencies simultaneously feed the system’s dynamism and drive
ecological degradation, inequality and instability. Globalisation, financialisation, and
trends of ‘rentierisation’ mark 21* century capitalism and thus the potential for its social-
ecological transformation at the current historical juncture. The theoretical framework
developed in chapters 4 and 5 includes capitalism’s basic pillars, tendencies, dependencies
and contemporary forms as well as their social and ecological implications. It provides the

basis for the assessment of DG/PG policy proposals which follows in the next two chapters.

6 Evaluation I: regulatory, fiscal and monetary
interventions

Having established first an understanding of DG/PG economics, and second the central
institutions and dynamics in 21* century capitalism, it is now possible to analyse the
former in light of the latter. This and the following chapters scrutinise the potential of
DG/PG policies to bring about necessary deep-seated social-ecological transformation.
This chapter focuses on regulation, fiscal policy and monetary reform; chapter 7 deals with

proposals to alter provisioning more directly. The discussion includes a presentation of
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respective proposals and their rationale on the one hand, and an evaluation of their

transformative impact on the other.

To reiterate, proposals will be assessed along three lines. This involves the evaluation of
their direct impact on tackling the escalation of environmental degradation and inequality
and need satisfaction. Moreover, the proposals will be evaluated in view of their
interconnection with the core pillars and tendencies of the economic system to identify
the potential of policy proposals to bring about change at a systemic level and reveal major
stumbling blocks in that undertaking. To highlight connections to systemic structures and
dynamics these will be italicised throughout the text. The scope of this thesis sets the
limits to the breadth and depth of the analysis. Rather than claiming completeness it seeks
to exemplify how a policy evaluation of the kind described above could look. The analysis

of an individual policy proposal therefore focuses on the most important aspects.

6.1 Alternative indicators as policy goals

The critique of economic growth, and GDP growth as its indicator and indicator of welfare
gives rise to the call for abandoning GDP and instead developing and applying new and
different 'indicators of progress' (Alexander 2012; Antal and van den Bergh 2013; Costanza
et al. 2014; Jackson 2017; Kallis 2018; O’Neill 2012; Parrique 2020). A vast number of
alternative indicators have been developed in recent years in and outside of academia, not
always in direct relation to DG/PG (Parrique 2020). One can differentiate between different
types of alternatives, including 'adjusted economic measures, subjective measures of well-
being and weighted composite measures of several indicators' (Constanza et al. 2014, 284).
Prominent in the SSE literature are the ‘Genuine Progress Indicator’ (GPI) and the ‘Index
of Sustainable Economic Welfare’ (ISEW), which fall in the first category. They are
monetary indicators that adjust GDP to account for inequality, benefits from non-market

activities and costs related to undesirable corollaries of economic activity (O'Neill 2012).

Degrowth approaches stress the need for non-monetary indicators that go beyond merely
complementing GDP (Research & Degrowth 2010). O'Neill's (2012, 2015a) 'Degrowth
Accounts' are one proposal in this direction. They combine biophysical indicators based on
the SSE framework and social targets derived from the Degrowth literature and organise
them in an ‘End-Means Continuum’. The ultimate end of 'human well-being' is based on
intermediate ends, such the satisfaction of basic needs or equity. These ‘social accounts’ are

complemented by ‘biophysical accounts), i.e. the ultimate and intermediate means to
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achieve respective social ends. Intermediate means include built capital, livestock and
people and rests on ultimate means such as material and energy use. In the empirical
application, all ends and means are approximated by specific empirical indicators (O’Neill
2015a). To assess an organisation's or community's contribution to 'the common good',*
some DG/PG scholars propose to apply ‘common good accounting’ (Schmelzer and Vetter
2019). The 'Common Good Balance Sheet' scrutinises an organisation’s compliance with a
set of constitutional values, namely 'human dignity, solidarity, and social justice,
environmental sustainability and transparency and codetermination’ (Felber, Campos, and
Sanchis 2019, 2). Applying similar indicators to the national level would allow one to

measure a country’s 'Common Good Product’ (Felber 2015, 20).

New ways of evaluating the suitability of a certain technology are proposed to develop and
adopt technologies which further a Degrowth transition (Zoellick and Bisht 2018). Vetter’s
(2017, 1780) 'Matrix of Convivial Technology' is such a concrete proposal. The material basis,
production process, purpose and necessary infrastructure of a specific technological
artefact are assessed against five criteria considered conducive to Degrowth, namely
'relatedness (what does it bring about between people?), access (who can produce/use it,
where and how?), adaptability (how independent and linkable is it?), bio-interaction (how
does it interact with living organisms?), appropriateness (what is the relation between input

and output considering the context?)' (Vetter 2017, 1780).

Different rationales underpin the call for alternative indicators. First, they would make it
possible to better take stock and keep track of the social and environmental goals of DG/PG
and expose contradictions between current economic as opposed to social and
environmental functioning. This would represent a better basis to develop and adjust
strategies and (policy) measures accordingly (Antal and van den Bergh 2013; Kallis,
Kerschner, and Martinez-Alier 2012; O'Neill 2012; Research & Degrowth, 2010). Moreover,
new indicators would contribute to changing public awareness and discourse, and thereby
help dethrone economic growth as the main target in the economy (O'Neill 2015; Kallis,
Kerschner, and Martinez-Alier 2012). Moving away from GDP would itself support the
reduction of growth dependence in two ways: first, by simply attributing less importance to
it and thus, changing perceptions; and second, by reducing 'self-amplification’ of the

system related to the orientation of behaviour and decisions of economic agents towards

% The Common Good’ itself should be determined by democratic deliberation (Schmelzer and
Vetter 2019).
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actual and expected growth rates. Related adjustments of investment decisions are one
example. Using alternative, non-monetary indicators could break these connections and

feedback loops (Antal and van den Bergh 2013, 53).

Given the hegemony of growth thinking, as well as the flaws of GDP as an indicator of
welfare, a debate over the goals of the economic system and ways to assess theirachievement
is urgently needed. However, for indicators to have the multiple effects DG/PG envisions
they need to be designed and applied accordingly. By maintaining GDP as the lynchpin of
the analysis, both GPI and ISEW continuously rely on the monetary logic of assessing
activities and outcomes. Although the appreciation of factors such as (in)equality or
contributions of uncommodified spheres are essential for transformation, their integration
in monetary terms may strengthen the logic of the current system. It conveys adequacy and
accuracy of accounting for the multitude of use values provided by nature and
uncommodified and unpaid work in a monetary way. However, monetary values can neither
‘capture the ways in which environmental goods matter to human well-being’ nor the value
of nature in and of itself (J. O'Neill 2019, n.p.). The measurement and aggregation of
multiple incommensurable goods and processes is problematic from both a philosophical
and methodological point of view. Moreover, accounting for environmental limits and
social goals demands their specification in qualitative rather than monetary terms (J.

O’Neill 2019).

As the dominance and ostensible ease of monetary valuation and calculation in
contemporary capitalism is likely to hamper the adoption of more complex measures of
economic activity and its social and ecological effects it should itself be challenged.
Monetary quantifications may enhance the dominant way in which the 'value of nature' is
currently made visible, namely by transcribing it 'into tradable goods (natural capital) and
services (ecosystem services)' (Muniz and Cruz 2015, 10896). Rather than leading to their
appreciation as use values, this may render them more prone to enclosure, rentierism,
commodification and financialisation, thus expanding the frontiers of capital. Awareness
of these pitfalls is required if alternative indicators are to serve as tools for deeper systemic

transformation.

By assessing social and ecological outcomes more directly, Degrowth Accounts are better
suited for that purpose. Yet the specific approach loses the connection to the actual

organisation of production, distribution and consumption. Neither the type and quantity



100

of goods nor the specific provisioning processes are included in the ‘Ends-Means Spectrum’
(O'Neill 2012). Any indicator that seeks not only to analyse outcomes but also interrelations
to economic activity will have to establish more specifically the links between biophysical
and social dimensions and the economic processes shaping these. This includes the specific
constitution of mediating structures such as systems of provision, the financial system and
an economy’s integration into the world economy (Bayliss and Fine 2021; Gough 2019; Kallis,
Kerschner, and Martinez-Alier 2012; D. W. O’Neill et al. 2018; Vogel et al. 2021; Wiedenhofer

etal. 2019).

Alternative indicators can thus be a tool to raise awareness for social and ecological
dimensions that matter for economy and society. In order to help systemic transformation,
they would need to be designed for that purpose. This means, for example, challenging
rather than perpetuating the naturalisation of money as universal equivalent and prices as
(sole) means of accounting and organising economic transactions. Rendering visible the
use value aspects of resources, goods, and services that are concealed through monetary
accounting would be a pivotal contribution of alternative non-monetary indicators. This
includes ways of accounting for uncommodified and unmonetised spheres such as nature
and non-wage labour. A reorganisation of the economy around social and environmental
rather than monetary criteria, public instead of private wealth, fair distribution and strong
sustainability, demands indicators that can grasp these dimensions. This certainly requires
more than one indicator, in line with respective purposes, as well as non-monetary
accounting: but even more importantly, it requires an awareness, or even representation, of
systemic structures and relations. Moving beyond monetary, unidimensional assessments
and accounting more holistically for the social and environmental basis of economic
activities (as well as the effects of the latter on the former) necessitates out-of-the-box

thinking.

Plural valuation and multi-criteria analyses aim to tackle some of these issues (Martinez-
Alier, Munda, and O’Neill 1998; Munda 2004; Raworth 2017). DG/PG could benefit from
picking up the threads of research into the feasibility and desirability of non-monetary
accounting that has a long tradition in economics (and which some earlier DG scholars
have discussed) (Martinez-Alier, Munda, and O’Neill 1998). The 'socialist calculation
debate’, for instance, involved proposals for assessment of economic activity in terms of
labour time or in natura (cf. Cottrell and Cockshott 1993; Dapprich 2020; Greenwood 2006;

J. O'Neill et al. 2002). Harnessing these insights would be particularly important in order to
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turn indicators from ex-post record into practical tools for 'urgent transformative change in
public decision making and planning processes' (Zafra-Calvo et al. 2020, 2). Hands-on
guidelines such as the ‘Common Good Balance Sheet’ or the ‘Matrix for Convivial
Technology’ can be useful in that regard. Their explicit integration of collective deliberation
and the aim of reconfiguring social relations may further reduce and reverse alienation
between people, products and production processes. By the same token, their
implementation, which runs counter to inner systemic dynamics such as the competitive
pressure for expansion and profit-oriented technological change, are formidable barriers for

their wider application.

The hope for indicators to transform dominant economic discourse and paradigms hinges
on their actual application and the way in which they are developed. To stir a wider debate
over the purpose of economic activity and the desirability and sustainability of specific
goods and services, participatory and democratic processes in the development of new
indicators would be conducive, e.g. via citizens assemblies or other participatory forms of
deliberation (Koch, Lindellee, and Alkan Olsson 2021). These processes would have to be
accompanied by accountability mechanisms to counteract the risk of them acting as fig
leaves and results not being utilised to bring about changes in the fundamental structures

of the economy.

Connecting the development of new indicators to a debate and analysis of what constitutes
'value', how it is produced and distributed could be a way to stimulate deeper thinking about
the purpose and organisation of the economic system. The specificity of what is considered
to have value under capitalism has to be appreciated and challenged for systemic change to
happen. 'It is not enough to redefine GDP to encompass quality-of-life indicators, including
measures of happiness, the imputed value of unpaid ‘caring’ labour and free information,
education and communication via the Internet. [...] The concept of value must once again
find its rightful place at the centre of economic thinking' (Mazzucato 2018; cf. Pirgmaier
2021). Reviving the scrutiny over value creation and distribution could help unravel
processes of financialisation and rentierism and their economic, social and environmental
impact. By further developing and promoting alternative approaches to value DG/PG
economics can make an important contribution to the development of an economics fit for

a social-ecological transformation.

This process could benefit from challenging more fundamentally dominant Western



102

paradigms and measurements of progress, welfare and 'the good life' and considering more
closely post-development, post-colonial thinking and indigenous knowledges. Degrowth
already engages with alternatives to the dominant development discourse from the Global
South such as Buen vivir, Ubuntu and ecological swaraj. They represent alternative visions
for a respectful way of living together amongst human and with nature, focusing on
qualitative rather than monetary aspects of societal organisation. The whole ‘Global
Tapestry of Alternatives’ remains to be explored (Demaria and Kothari 2017; Kothari et al.

2019)

Despite the potential contributions to the process of social-ecological transformation, it is
key to acknowledge that alternative indicators in and of themselves neither change levels
of inequality and environmental degradation nor the structures and dynamics of the
economic system which brings about such undesirable outcomes. While indicators may
help raise awareness and shift focus, they may also provide a misleading sense of account
and clarity. Caution is required not to allow the debate over indicators to distract from the

need for an actual reorganisation of production and distribution.

6.2 Direct caps on resource extraction and use

Despite the lacking evidence for sufficient(ly fast) decoupling most mainstream strategies
for addressing anthropogenic climate change and the wider ecological crisis focus on
technological and market-based solutions, such as increased energy efficiency or carbon
pricing (Haberl et al. 2020). Against that backdrop, and in view of the urgency and global
scale of necessary reductions in GHG emissions and resource extraction and use, DG/PG
calls for more direct and immediate measures. Setting absolute caps is one way in which
this is envisioned: 'the only way to ensure that planetary boundaries are not violated on a
global level would be to impose caps on resource use and pollution for every biophysical
process identified in the planetary boundary framework’ (Hickel 2018, 15, emphasis added).
In addition to directly reducing extraction and use of specific resources, caps would also
work as an incentive to change economic practices. The imposed scarcity and related price
hikes could stimulate changes in lifestyles, reduce the use of respective resources at a firm
and sectoral level, and reorient technological change towards resource efficiency. Moreover,
'[w]ith caps in place, improvements in productivity driven by technology can liberate time
rather than increase production' (Kallis 2018, 132). Another argument in support of this is

the alleged simplicity of caps (Alcott 2010, 558).



103

Mechanisms to implement absolute limits include regulatory bans, laws regulating phase-
out schedules in terms of timing and quantities, extraction limits, moratoria on resource
extraction and/or environmentally damaging infrastructure projects as well as resource
sanctuaries (Alcott 2010; Kallis and Martinez-Alier 2010; Videira et al. 2014, 2014).%* Alcott
(2010, 556) includes 'Pigouvian taxes' in his discussion of caps, positing that in such cases,
prices for the respective resource would be 'high enough to prevent demand from exceeding
the politically decided level'.®> Two specific proposals aim to bring global GHG emissions
down in a fast, direct and equitable manner. 'Contraction and Convergence' (C&C) and 'Cap
and Share' (C&S) are international schemes developed by Meyer (CAT 2007; Meyer 2000)
and the think tank Feasta (2008), respectively, and find support in DG/PG economics
(Douthwaite 2012; Kallis 2018; Jackson 2009; Schmelzer and Passadakis 2011; Schmelzer and
Vetter 2019). Two general steps characterise both schemes: first, the setting of a cap for

resources according to latest climate science; and second, a distribution mechanism for the

remaining quantity of the resource in question.

Both schemes envision the establishment of a global, annually declining carbon budget but
differ in how its distribution is managed. C&C ‘allocates emission entitlements to every
country. Starting with current emission levels, it proposes a scheduled convergence to equal
per capita entitlements globally by an agreed date. By doing this, convergence reduces the
carbon shares of the rich, high-emitting countries until they converge with the (temporarily
rising) shares of poorer, low-emitting countries. The poor countries will be able to sell their
surplus carbon shares to wealthier nations. This will generate income, which could be used
to buy clean technologies' (CAT 2007, 35). While C&C aims for a convergence of per capita
emissions, C&S starts with the allocation of ‘fossil fuel pollution authorisation permits’ to
individuals on an equal per-capita basis which can then be traded (Douthwaite 2012, 190;
Feasta 2008). Individuals could sell their permits to a central institution which would in
turn sell them on to firms that would have to acquire a sufficient amount of permits to cover
their production-related emissions. Consumption would be curbed indirectly, there would
not be a direct rationing of personal carbon emissions or energy use. In addition to these
global schemes, 'Personal carbon allowances' and "Tradable Energy Quotas' (TEQ) have
been proposed to manage distribution of carbon permits at a national level. The former

scheme applies only to individual consumption the latter brings together consumers,

 Moratoria are also proposed for risky research and technologies (Schmelzer and Vetter 2019).
%2 Due to the intricacies connected to taxation the proposal will be discussed in the section
dedicated to taxes.
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producers as well as financial actors. These proposals have been discussed in earlier DG/PG

publications but have only recently been taken up again (Cox 2013; Parrique 2020).

Beyond limitations on CO, emissions, regulation and bans are proposed to rein in the
various sales efforts that aim at inducing and perpetuating consumption, such as planned
obsolescence or consumption-inducing credit schemes (Lange 2018). Regulation or bans of
advertising are another popular measure being either targeted at goods and services in
general or specifically at those with high environmental impact (Alexander 2012; Jackson
2009; Lange 2018; Speth 2012; Videira et al. 2014). Restrictions on sales efforts and
advertising would help downscaling of production and consumption by weakening the
perpetual creation of new wants, in turn reducing demand for non-necessities. In the long
run, this could weaken the culture of consumerism, the focus on material wealth and the
hegemony of growth (Videira et al. 2014). Lower incentives to consume would reduce the

quest for continuous income growth (Antal and van den Bergh 2013).

By straightforwardly limiting the amount of resource extraction, energy use or GHG,
emissions caps play a decisive role in countering climate change and other dimensions of
environmental destruction.® It is an essential contribution of DG/PG to bring caps into the
discussion. The ecological necessity of caps must not hide their potentially profound
economic and social implications. First, caps will necessarily provoke distributive conflicts.
Second, although caps do not openly challenge the fundamentals of the capitalist economic
system, their implications are likely to have systemic repercussions. Within DG/PG there
has been an emphasis of the positive aspects of emission and resource caps. Little research
has been dedicated to their dangers and downsides. Notable exceptions are Kallis and
Martinez-Alier (2010) and Stratford (2020) who take a the political economy approach. Such
kind of analyses are pivotal to identify the multiple potential ramifications of a policy

measure, put proposals for caps on more solid ground and counteract undesirable effects.

One challenge related to direct caps is that they would reduce the cheap availability of fossil
and other essential resources, including the ‘free’ appropriation of the atmosphere as a
carbon sink. As fossil and other resources still constitute the basis for many productive
processes, caps represent a brake on the acceleration and expansion of production and
consumption. First, they reduce the amount of raw materials that can be transformed into

commodities (cf. Cahen-Fourot et al. 2021). Second, caps impair the easy and cheap

% A precondition for this is, evidently, that limits are set at a sufficiently high level.
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substitution of labour by energy and material which has been a major force behind labour-
saving technological change, productivity increases and economic growth (cf. Malm 2016).
Limits therefore represent a threat for growth and profit which clearly bring them into
conflict with the system's logic. Evidently, DG/PG aims at the reduction of resource use and
economic growth. Yet, the potential adverse repercussions and opposition require closer

scrutiny.

The multiple distributive implications of absolute caps are another central concern. If not
decidedly counteracted, the effects of caps will be felt unequally in different regions and
segments of society, depending on an economy's internal structure, international
integration and the design of a specific scheme. Very generally, higher prices are likely to
disproportionally hit economies and people with already lower economic resources. From
that perspective, the price rises expected to result from the imposition of caps are a
doubled-edged sword. In the pursuit of profitability, they could indeed provoke a reduction
of use of the respective resource to keep costs down as well as larger investment in resource-
efficient technologies. Yet, the threat to profitability posed by price hikes may provoke a
number of adverse repercussions. Capital in these sectors may intensify downward pressure
on wages to keep profitability up, with potentially adverse effects on workers’ purchasing
power and wellbeing. Worker protection and organisation are key to counter such attempts
and have to be conceived at a global level. A few authors within Degrowth have pointed out
the necessity to engage more strongly in ideas for how this could look as well as with
workers’ movements and organisations such as trade unions (cf. Barca 2019; Leonardi 2019).

DG/PG as whole still needs to follow that call.

Due to global capital mobility capital may also react by relocating funds according to more
or less regulation. The imposition of caps in one country therefore poses the threat of
capital flight. These considerations highlight the importance of global efforts. Thus far,
there are only few proposals in DG/PG that target the global level. The fact that natural
resources are distributed unequally around the globe means that the effects of bans will be
felt most strongly by economies and sectors extracting, processing and exporting fossil and
other resources (cf. Mercure et al 2018). Bans and prohibitions may translate into phase-
outs of whole sectors. Though desirable from an ecological point of view, caps may lead to
numerous destabilising effects, including bankruptcies, layoffs and unemployment if not
accompanied by additional measures. An individual country may suffer shortages of public

revenue if fossil sectors are a major source therefor. This threat is particularly strong for low-
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income countries that depend on international capital, and resource exporting economies
in particular (Loscher 2021).% This dependence functions as a barrier for autonomous
implementation of low-carbon transitions, especially in the Global South (cf. Dafermos,
Gabor, and Michell 2021; Gabor 2021). Moreover, the imposition of caps on some resources
may intensify exploitation of others. The efforts of bringing GHG emission down has
stimulated major investments into electrification. Although this is a central part of the low-
carbon transition it bears the risk of fuelling biodiversity loss due to concurrent extraction

of resources for batteries, amongst others (Sonter et al. 2020).

Beyond that, the quest for required resources bears the risk of perpetuating neo-colonial
patterns of resource extraction as many pivotal resources are to be found in the Global
South (cf. Brand et al. 2021; Brand and Wissen 2017). Preventing such developments
requires DG/PG to dedicate more attention to the transformation of international trade
treaties and the global monetary and financial architecture (discussed below). Demands
for such general overhaul are part of the DG/PG agenda but proposals on concrete
reworking of the international sphere are scarce. More concrete proposals should also be
developed for how bans and moratoria in lower-income countries can be facilitated by high-
income countries without perpetuation of existing patterns of inequity and oppression. The
same holds for the facilitation of autonomous low-carbon transition in resource-dependent

economies (cf. Bos and Gupta 2018; Chiengkul 2018).

Although DG/PG generally targets countries in the Global North, proposals for caps on
resource extraction and GHG emissions are also discussed at the global level. The C&C
schemes point in the right direction in terms of setting absolute limits to GHG emissions
and aiming at their equitable and just distribution. Crucially, however, they again draw on
market mechanisms in the distribution of emission entitlements and thereby fall short in
addressing the flaws connected to market-based allocation. Without an analysis of the
underlying economic structures and dynamics such policy interventions may lead to their
perpetuation rather than alleviation. The difficult question for how to fairly share
remaining resources is not tackled head-on but again left to the market. Existing
inequalities in income, wealth and power will continue to shape access and use of resources
both on an individual and firm level. Further concentration of capital may be another result.
Applying the market logic to ever more areas, such as pollution rights, may contribute to

foster the system's logic rather than help step out of it (cf. Schneider et al. 2010). Further

64 [ thank Anne Loscher for raising my awareness to this issue.
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enclosures and the creation of new areas for rent appropriation may ensue.

A global scheme for capping and distributing remaining resource and emission budgets
requires consideration of the potential unequal repercussions in a hierarchically structured
global economic system with variegated exposure and capacity to cope. So far, neither C&C
nor C&S offer a sufficiently democratic, participatory and needs-based approach. Refining
these schemes or developing alternatives to rectify these shortcomings remains an
important task. The design and implementation of more radical and democratic
alternatives clearly comes with its own challenges, such as the time and organisation
needed for truly participatory and democratic processes. However, there are sources of
inspiration, e.g. climate assemblies or the budget approach (K. Anderson, Broderick, and
Stoddard 2020; Elstub et al. 2021; Koch, Lindellee, and Alkan Olsson 2021; WBGU 2009).
Efforts to establish respective resources as global commons (discussed below) could be a
complement to the imposition of caps as they emphasise collective deliberation over

governance of respective resources.

DG/PG recognises the necessity for caps to be accompanied by mechanisms to counter
regressive repercussions. Douthwaite (2012) suggests additional provisions in the form of
compensation payments to people and communities that are affected most strongly by a
surge of energy prices and other adverse effects of both the low-carbon transition and
climate change itself. The payment of a ‘Carbon Maintenance Fee’ to countries that preserve
carbon-storing forests and land could help mitigate new pressures on these resources
arising from increasing energy prices. In a system in which livelihoods depend on
availability of money, these forms of compensation clearly represent an important relief
and safeguard to respective communities and people. In terms of system change, they
appear more as a cushion than a spearhead, however. They remain within the logic of

monetary valuation and compensation and incentives.

Technological and financial transfers could help cope more quickly with caps and facilitate
shifts to other technologies and production systems. Yet, current patterns of technological
rentiership and the dominance of interest-bearing capital stand in clear contrast to
benevolent transfers of either knowledge or money. The fact that their provision remains
driven by profit is a major barrier to their use in the pursuit of equity and sustainability.
This points to the crucial importance of monetary and financial reforms to reduce financial

constraints on transformation and reinforces the need for the decommodification and
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democratisation of ownership, control and governance of essential resources, such as

knowledge and information.

The current interest-based pattern of profit-making is a challenge in another regard. Out of
the immense pre- (and over-)valuation of fossil resources, and other social and
environmentally damaging industries and firms typical of financialisation, arises a financial
stability risk, asset stranding. 'Under the Paris Agreement, 80% of all proven fossil fuel
reserves become stranded resources and investments already made in such resources turn
into stranded assets' (Bos and Gupta 2018). Respective losses are estimated to compare to
those of the Global Financial Crisis of 2007/08 (Mercure et al. 2018). This so-called carbon
bubble is a case in point but similar considerations apply to related infrastructure (plants
and machinery), resources, and sectors, giving rise to what has been called 'capital
stranding cascades' (Cahen-Fourot et al. 2021). DG/PG has so far paid too little attention to
these repercussions (connected to lack of attention to financialisation). The potential asset
stranding resulting from the imposition of caps thus requires anticipation and respective
action. This includes the question of who is to bear the costs, one risk being that
governments take on the burden of ‘de-risking’ to accommodate capital (cf. Gabor 2021).
While the growing acknowledgement of climate-related financial risk has created some
momentum for divestment and the reallocation of funds, this process is likely to be too slow
and scant to meet the 1.5°C target. Other ways may have to be found to deal with the
fictitious claims that will be impossible to be valorised, including the premature and
coordinated deflation of respective asset bubbles (Mercure et al. 2018). The question of how
to liquidate these corporations and sectors without major financial, economic and social

disruption has rarely been posed let alone answered - not only by DG/PG economists.

Capping resource extraction and use at a level sufficiently high to tackle ecological
breakdown may require not only coordinated asset-stranding but also more direct planning
of resource use and allocation in specific sectors and countries. DG/PG lacks a debate over
how such macroeconomic coordination could look like in practice, particularly given the
democratic aspiration, and particularly at a larger scale. Cushioning sectoral and firm level
effects of caps in a democratic manner also necessitates clear strategies. The concept of Just
Transition proposes participatory processes for winding down an industries or firms
particularly driven by workers. It may encompass retraining of workers as well as conversion
of respective firms or industries. While some Degrowth proponents (Barca 2019; Schmelzer

and Vetter 2019) have endorsed the approach it will have to find a more central place in the
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DG/PG agenda. Several trade unions have developed detailed plans for such transition
processes and could be taken as inspiration (ETUC 2020; TUC 2019). The same holds for
current proposals for Green New Deal. The design of progressive industrial policy in a
Degrowth context has received little attention but is an important avenue for research and

policy (Busch, Foxon, and Taylor 2018; Chang and Andreoni 2020; Eder et al. 2018).

In addition to disruptions in production and financial markets, caps on resource extraction
and use carry the risk of further increasing rent orientation in the economy: 'If profits
become difficult to make by expanding production, profit seeking strategies could shift
toward claiming an increasing share of the rewards from existing production' (Stratford
2020, 6). Thus, limits on productive investment due to imposed limits on resource use and
emissions may strengthen economic strategies for rent appropriation, among them further
enclosures of scarce resources such as land and other natural resources, IP, and other
common resources. The imposition of caps should therefore be accompanied with
interventions that limit these mechanisms for rent extraction, e.g. forms of common
ownership of essential resources (Stratford 2020). So far, neither the ecological and
distributive effects nor the systemic functions and dysfunctions of rentierism have received
sufficient attention within DG/PG economics, explaining the lack of proposals to

counteract this trend.%

A key challenge with regard to individually allocated carbon allowances is to cater for equity,
justice and need satisfaction in their distribution, especially when envisioned on a global
scale. Equal per capita allocation would be 'unfair' for many reasons, including historical
emissions but also divergence in present need which varies depending on geographical
location, age, and other factors. A further disadvantage of individual allocation from a
system's change perspective is the lack of collective decision-making and cooperation in the
process of figuring out just ways of organising distribution. Schemes that rely on individual
rationing may deepen rather than reduce atomisation and lack of collective action and care.
With the aim of deeper transformation collective rather than individual approaches are to
be preferred (Hildingsson and Koch 2016). Available resources of respective rations may be
calculated on a per capita basis but allocation should involve democratic deliberation. The
participatory deliberation over 'consumption corridors', i.e. standards for minimum and
maximum consumption, is one such example (D. Fuchs et al. 2021; Gough 2020a; Pirgmaier

2020).

% Among the exceptions are Loehr (2012), Richters and Siemoneit (2019) and Stratford (2020).
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In view of the aggravating ecological crisis, the scrutiny of more strict allocation
mechanisms may prove necessary. Regulation of consumption goods could play a role in the
form of restricting excessive consumption of high-carbon luxury products. Caps on the
amount of individual consumption or a generalised prohibition could be imposed on such
goods and services. Vouchers regulating access to certain goods and services as well as
quasi-currency vouchers that ‘distribute the use of resources and sinks' are concrete
examples (Bohnenberger 2020, 14; Hildingsson and Koch 2016). In addition to limiting
ecological impact, such regulation could increase equality and societal welfare and reduce
status consumption. More concrete proposals are needed for how to allocate restricted
amounts of resources at different levels, the global in particular, while remedying the

multiple dimensions of inequality and injustice.

In addition to caps on resources and emissions, the proposed limits and bans to advertising
and other forms of 'sales effort' may smoothen process of downscaling from the demand-
side. Using the freed public space for information strategies to sensitise people on
environmental and social issues could add a lever for change. By the same token, bans on
advertising represent both an attack on a big and profitable capitals and important
mechanisms perpetuating demand and thereby keeping the capitalist system in motion.
Opposition from capital to any such moves abound, particularly when considering the
concentration of advertising in the hands of a few multinationals to whom it is a central
part of their business model: 'Google and Facebook enjoy a duopoly in the field of online
advertising: Google is estimated to have controlled 55.2% of global advertising revenue in
2016, and Facebook 12.3%' (C. Fuchs 2018, 11). Due to their global reach and related power,
both the need for measures tackling the global level and concurrent international

coordination emerge once over.

6.3 Ecological tax reform

Taxes are another key means by which a social-ecological orientation of the economy is to
be achieved (Alexander 2012; Daly 1996, Kallis 2018; Parrique 2020; Schmelzer & Vetter 2019;
Victor 2008; Videira et al. 2014). Different forms of taxation are proposed to encourage and
discourage investment, production and consumption in line with the general directions of
DG/PG. There also are proposals for taxation as means to reduce inequality and financial

instability or to raise revenue to finance the transition.
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Carbon taxes are maybe the most prominent example for the taxation of so-called
'environmental externalities', discussed within and beyond DG/PG (Alexander 2016;
Hickel 2017; Antal and van den Bergh 2013; Lange 2018; Latouche 2009; Parrique 2020;
Victor 2008). Victor's (2008) proposal for an energy-related GHG emissions tax identifies
two distinct but connected mechanisms to achieve emission reduction. First, a tax would
raise prices for GHG intensive energy sources and lead to a subsequent shift to lower
impact ones. ‘The second effect of a GHG tax on energy will be to make energy in general
more expensive and to discourage its use' (Victor 2008, 181-182). A proposal for dealing
with emissions embedded in imported products is that of border carbon adjustment, i.e.
taxation of imports depending on their GHG content. Steady increases of the tax rate in
the next 10 to 20 years are envisioned for both the domestic carbon tax and border carbon
adjustment (D'Alessandro et al. 2020). It is one of the few, if not the only proposal within

DG/PG that tackles the issue of embedded emissions.

The imposition of taxes on both resource extraction and use is a central call within DG/PG
(Cosme, Santos, and O’Neill 2017; Schneider, Kallis, and Martinez-Alier 2010). Taxation of
material- and energy-intensive goods is supported to excite a reduction in their use, their
substitution with less harmful alternatives as well as the search for technologies that rely
and produce less of the respective substance. Toxic and non-recyclable products as well as
nuclear waste and different types of fuel are on the list of goods to be levied with taxes. In
terms of sectors, it is the fossil industry but also transport, and aviation that are key targets
(Parrique 2020). Taxation of advertising is considered pivotal to decrease their power to

stimulate demand (Cosme, Santos, and O’Neill 2017; Parrique 2020).

Combining environmental taxes with a reduction of taxation on labour is proposed to
'stimulate the search efforts of firms, through organizational and technical innovations, to
be more directed at energy or material savings instead of labour saving' (Antal and van den
Bergh 2013, 55; Latouche 2009; Parrique 2020). In addition to a reduction in labour taxes,
Lange (2018, 528) proposes the reduction of non-wage labour costs to bring about such a
shift, covering ‘employers expenditure for legally required insurance programmes and
contractual and private benefit plans’ (OECD 2003). Measures aiming at lifting resource
productivity could simultaneously weaken the threat of technological unemployment

because labour productivity would tend to decrease or increase less rapidly (Nergard 2013).

Taxes aiming at changes in consumption patterns include general taxation of material or
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energy intensive products 'VAT-style', as well as dedicated taxes on high carbon luxuries or
status goods (Latouche 2009, 72; Parrique 2020; Videira et al 2014). (Sports) cars and flights
range among the goods to be targeted (Parrique 2020). A frequent flyer levy would account
for the unequal distribution of air travel and put a higher burden on those who fly in excess
of a certain budget (Stay Grounded 2019). An alternative to commodity-specific taxes is the
idea of progressive taxation of consumption or income (Parrique 2020; Alexander 2012). It
is based on the assumption that luxury expenditure rises with higher income. 'A steeply
progressive consumption tax is thus a luxury tax that sidesteps the need to identify specific

goods as luxuries' (Frank 2008, 1783).

In addition to taxes as disincentives for certain practices, tax breaks are proposed to support
the provisioning of goods, services and types of organisations that are deemed desirable for
DG/PG. Expenditures on 'the maintenance and repair of existing assets' should receive
'preferential tax treatment’, e.g. by being exempt from Value Added Tax (Victor 2008, 215;
Parrique 2020). Moreover, not-for-profit, regional and sustainable cooperatives or
enterprises could be supported by tax concessions or exemptions (Schmelzer and Vetter

2019).

Different types of taxation of corporations seek to promote changes in their business
practices, including their investment portfolio. '[T]he corporate income tax, the capital
gains tax and the capital tax' aim to 'discourage[s] investment in produced assets and
encourage[s] investment in human capital' (Victor 2008, 215).%° The former two would fulfil
that function if they were to disincentivise new investment as such. If investment is to be
undertaken, e.g. in necessary infrastructure such as housing or transport, sustainable
resources and technologies should receive beneficial tax treatment while harmful ones are
to be charged more heavily (Victor 2008). Taxing financial transactions, including
derivative, currency and high-frequency trading, is envisioned to reduce speculative
activities and related risks of instability. This would also help tie finance back to the real
economy, tackle inequality and create revenue that could be used to finance socially and
environmentally desirable investments. Taxation of profits of transnational corporations
would prevent tax evasion, and thereby bolster public spending capacity (Latouche 2009;
Parrique 2020; Schmelzer and Passadakis 2011). An additional benefit of these interventions

would be to rein in the power of global corporations, financial and non-financial (Antal and

% The capital tax is 'a tax assessed on corporations based on the amount of capital they employ’
(Victor 2008, 215).
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van den Bergh 2013; Hardt and O'Neill 2017).

In contrast to direct caps and regulation, taxation aims at instigating behavioural changes
following the (dis)incentive created by a higher or lower tax rate and respective effects on
prices. As, indeed, costs matter for competitiveness and profit, taxation of 'bads' (e.g.
resource use or GHG emissions) or tax relief for 'goods’ (such as renewable energy) may
stimulate shifts of investment into greener and more social areas and thereby contribute to
the selective downscaling envisioned by DG/PG. They may also excite the search for more
resource efficient technologies and support small, democratic organisations. Yet, the fact
that taxes function in an indirect manner means that there is no guarantee of their effects,
including the time and scope of adjustments. Where capital is already invested in plants
and machinery with long amortisation times it might be financially profitable to keep
production going despite tax increases. Relying on tax incentives for capital to withdraw,
divest, or relocate quickly and comprehensively enough to prevent the worst of climate
change is a risky strategy (Spash and Lo 2012). As long as profit can be made, it will.
Continuous investment in fossil industry is proof for that. In view of the urgency and scale
of the ecological crisis, this is a major caveat and ascribes greater pertinence to more direct

measures such as caps.

By the same token, the specific level of taxation obviously shapes its effects. The higher the
tax rate, the quicker and bigger shifts are likely to be. In principle, the tax burden on fossil
fuels could be increased to a level where it would make their extraction or use entirely
unprofitable and thus induce divestment. While this would clearly be desirable from an
environmental point of view, it would implicate comparable economic and distributive
challenges as in the case of caps, requiring similar concomitant measures. Tax rates high

enough to instigate more fundamental shifts come with their own challenges.

Global capital mobility recurs as an obstacle. The possibility of capital withdrawal and
relocation for reasons of tax evasion and avoidance impedes the implementation of radical
measures in one country. DG/PG has not yet dedicated enough attention on how to deal
with these threats. Buch-Hansen and Koch (2019) discuss the threat of capital flight as
reaction to policies that target or threaten either profit or high incomes. Yet, they remain
vague concerning concrete ways to manage this risk. Investigating possibilities and specific
schemes for capital controls is hence one area to be explored by DG/PG. Another is the

design of tax schemes at a global level, including the challenges of administration and
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oversight. DG/PG would benefit from existing research into these policy areas, e.g.

Gallagher (20m), Pettifor (2019) and Piketty (2014).

The ease of relocating economic activity clearly varies for different capitals (and multiple
other economic and non-economic factors) (Buch-Hansen and Koch 2019). Industrial
capital invested in physical infrastructure, as is the case of car manufacturing, for instance,
will find it harder than a financial business. Still, if taxes were implemented at a high
enough rate, capital may be withdrawn. Imposed in high-income countries, as proposed by
DG/PG, taxation could thus intensify outsourcing and offshoring, with related
environmental and social repercussions. Mechanisms which tackle regional imbalances are
essential to deal with challenges arising from the globally integrated economy and need to
receive more attention. This is the case for dealing with carbon but also other essential and
polluting resources. As stated earlier, D’Alessandro et al. (2020, n.p.) are among the few
within DG/PG who propose a global ‘carbon adjustment mechanism’ in the form of ‘a tax
on imported goods according to their incorporated carbon emissions’. Preventing the
perpetuation of national and international, current and historical injustices and inequities

demands DG/PG to include sophisticated compensation and redistribution mechanisms.

Alongside the geographical mobility of capital, its sectoral mobility matters. While taxation
can function as a means of investment guidance there is no guarantee to where money will
flow. Decisions over relocation will be based on profitability, hence making it rather
unlikely that funds will automatically be allocated to sufficiency and care-oriented sectors
which generally promise lower profits. In search for profits, the reaction to taxation of one
‘bad’ may lead to shifts to others that are not or less harshly taxed or regulated. Tax reform
would have to encompass the whole range of environmentally and socially degrading
activities, goods and services. Comprehensiveness represents a major challenge for the
success of taxation. A related threat of reducing the scope for industrial profits is the
relocation of capital to rent- and interest-based activities, e.g. housing or financial markets
or ‘ecosystem services’ (Stratford 2020). Moreover, it may trigger capital to move more
aggressively into spheres of social provisioning, including hitherto uncommodified
spheres. In order to prevent further enclosures, (pseudo-)commodification and concurrent
subsumption to capital’s growth and profit logic there will have to be safeguards for
respective sectors and resources, e.g. by bringing them into public or common ownership

and governance.
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Comparing taxes targeting production and consumption respectively, the former promise
more direct impact in terms of environmental protection as they would directly render dirty
production more costly and disincentivise production in the first place. Of course, reduced
demand for products (due to higher prices) is likely to feed back into reduced production.
In view of the urgency of climate change, the time such adjustment may take would better
be saved. Moreover, taxation of carbon or resource-heavy products may not lead to an
(immediate) adjustment of consumption behaviour. Wealthy segments of society may
tolerate substantial price rises. Taxation of high-carbon luxury goods may have to be really
high to actually reduce their consumption by the super-rich. Proposed caps on individual
consumption of certain products or maximum personal carbon allowances may be a means
to prevent the wealthy to buy their way out of environmental protection (Piketty 2020,
1006). Consumption patterns may also only change slowly if there is dependence on
respective goods and alternatives are lacking or expensive. Again, the necessity for
complementary measures pertains if the twin aspiration of a social-ecological

transformation is to be achieved.

With the aim of simultaneously addressing ecological degradation and inequality,
environmental taxation would have to be explicitly designed for that purpose (cf. Piketty
2020). Coupling specifically ecological taxes with progressive taxation of income and wealth
would be beneficial as it could balance out regressive effects of the former, contribute to
wider reduction of inequality and create greater acceptance for an ecological tax in society
at large. 'What is certain is that the development of a sustainable climate policy will require
new forms of environmental and fiscal justice that the majority can accept, which is
definitely not the case today' (Piketty 2020, 1007). Using tax revenue to finance low-carbon
public infrastructure or social services could benefit poorer segments of society and help
prioritise collective provisioning over private wealth. Yet, as with all forms of taxation the
‘double dividend’ of using revenue from taxing ‘bads’ as a means to funding ‘goods’ is only
temporary - at least if taxes are effective in reining in the former. Counting on respective
revenue to fund public infrastructure and other investment may be a tool for transition but

not a long-term solution to their financing.

Finally, despite the potential for taxation to incentivise shifts of economic activity into more
environmentally and socially sustainable directions their scope for systemic change is
contingent. It would require a dedicated design for that purpose and complementarity with

other measures. Firstly, although taxation of corporate profit, capital gains and financial
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transactions target the central driver of capitalist economies, profit, they aim at downsizing
specific kinds and levels but not its generation per se. They would still be important
interventions to redistribute the fruits of economic activity to workers and society more
widely. The history of taxation shows that income or corporate tax rates have been much
higher in the past. Moreover, such taxes could be targeted at specific types of capital, e.g.
large transnational corporations or interest- and rent-bearing entities and assets, thereby

tackling excesses of globalisation, financialisation and rentierism.

For such taxes to help provoke systemic change they would have to be imposed at a high
enough level to reduce the general incentive to accumulate, pursue continuous growth and
expansion and counter the tendencies of concentration and centralisation. Applying
differential tax rates on profits could support the emergence of sufficiency and welfare-
oriented businesses as well as smaller, non-profit and democratic ones. The theoretical
potential of these interventions must not belie the practical obstacles. While these
proposals reduce incentives for profit-making they do not solve the systemic profit
dependence. The competitive pressure for profit under capitalism renders its production a
necessity. Preventing socially necessary and desirable enterprises to not go under would
require their dedicated protection, e.g. via differential tax rates or financial support.?
Proposals for how to decrease firms’ profit dependence are necessary (cf. Hinton 2021;

Hinton and Macluran 2017).

New forms of provisioning such as universal basic services and the scrutiny of public forms
of mobilising funds (both discussed below) are seminal entry points. More comprehensive
proposals for macroeconomic coordination and planning to determine what, how and how
much is to be produced are needed. Another crucial consideration with regard to systemic
change is that of ownership. Tax reform would have to be designed for that matter or
accompanied by measures to transfer privately owned firms and resources into common or
public control. Concrete proposals for these processes of socialisation or commonisation
are another area to be explored more comprehensively by DG/PG. The interface of DG/PG
and economic democracy is a promising avenue therefore. Its potential has been
acknowledged within DG/PG but not yet fully developed (Akbulut and Adaman 2020;

Boillat, Gerber, and Funes-Monzote 2012; Johanisova and Wolf 2012).

Finally, if profit were to be eliminated as major goal and driver of economic activity

67 A prerequisite are decisions of which activities and organisations to support.
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alternative structures and mechanisms would need to be established to ensure and facilitate
the continuation of economic activity. This includes the provisioning of basic goods and
services, technological innovation as well as safeguard of people’s livelihoods which could
come under threat if businesses were to falter. Again, Buch-Hansen and Koch (2019) are
among the few who raise this challenge. The acknowledgement of the potential for human
beings to be motivated by factors other than monetary compensation is however not
accompanied by a concrete proposal for how to achieve a change in people’s motivations.
Addressing this question is essential when it comes to a systemic reorganisation of the

economy but have not yet received sufficient attention in DG/PG economics.

6.4 Regulation of income and wealth

DG/PG proposes different forms of regulating income, wealth, and property, primarily to
reduce inequality. A reduction of wealth and income inequality could lessen environmental
impact by reducing status competition and conspicuous consumption (Buch-Hansen and
Koch 2019; Demaria et al. 2013; Jackson 2009). As consumption is strongly linked to
disposable income, such regulation could simultaneously rein in carbon-heavy (luxury)
consumption (Alexander 2012). Top tax rates on income of go or even 100% are being
proposed (Alexander et al. 2015). In the long run, caps on income could help reduce wealth
inequalities as the rich would have to draw on their savings to maintain material wealth and
luxury carbon-heavy lifestyles. Similar schemes could be applied to monetary and non-
monetary wealth, including (housing) property, inheritance and bequest (Buch-Hansen
and Koch 2019; Latouche 2009; Parrique 2020). A Negative Income Tax could work from the
bottom up by providing 'tax credits for those earning less than a certain amount' (Alexander

2012).

More direct regulation of income and wealth includes minimum and maximum income
levels. A minimum income is mostly envisioned as part of a Universal Basic Income scheme
(discussed below) but there also exist proposals for a minimum wage. Maxima are
considered for both wealth and income (Buch-Hansen and Koch 2019; Jackson 2009; Kallis,
Kerschner, and Martinez-Alier, 2012; Videira et al 2014). The level could be set either in
absolute terms, relative to national income or in relation to lowest incomes. Respective
thresholds could be oriented towards target levels of affluence or need satisfaction (Buch-
Hansen & Koch 2019). Relating minimum and maximum incomes is another approach to
define thresholds (Daly 1996; Pizzigati 2018). Pizzigati 'advocates a “Ten Times Rule” system

under which income ten times bigger than the income floor is taxed 100%' (Buch-Hansen
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and Koch 2019, 266). The exact level should be determined through a democratic decision-
making process to secure support for the measure (cf. Alexander 2012). In such a scheme,
incomes on the top could only rise if those at the bottom increased in proportion, providing
a potential incentive for the rich to support wage rises at the bottom (Pizzigati 2004, cited
in Buch-Hansen and Koch 2019). Changing laws and regulations may equally contribute to
areduction in inequality. For example, 'abolishing the laws of inheritance and bequest, such
that upon death a citizen’s property would revert to the state, rather than be passed down
from generation to generation' (Alexander 2012, 363). In the long run, it could attenuate the

importance of private property more generally (Videira et al. 2014).

In view of the tremendous rise in inequality in the last decades, regulation of how little and
how much one can earn and possess represents an important pillar of a social-ecological
transformation. Resonating the above discussion on direct caps and taxation, the
establishment of maximum levels for both wealth and income appears as a more direct way
to reduce inequalities than taxation. However, taxation could be used as a means to
gradually arrive at certain thresholds rather than through direct expropriation. For that
purpose, they would need to be levied on a regular and progressive basis (cf. Piketty 2020).
The same holds for regulation and taxation of inheritance and bequest. The consideration
of different forms of wealth and income is essential to avoid mere transfer between
categories. Monetary and material wealth, such as land, real estate and other objects of
value would have to be considered. Income taxes should encompass its different forms, i.e.
‘salaries/wages, rents, dividends and interests' (Buch-Hansen and Koch 2019, 266). In that
way, income and wealth maxima could be a lever to counter both the 'rise of the
supermanagers' and the ‘rise of the rentiers’ that have shaped income inequalities of the
last decades (Piketty 2014). Adding inheritance would make complete what Piketty (2020:

981) calls the 'Progress Tax Triptych: Property, Inheritance, Income'.

Given that ratios of top to bottom of income or wealth distribution allow directly targeting
a specific inequality level they could be considered beyond the firm level, e.g. nationally or
even internationally. Negotiating exact differentials could stir a wider debate around
acceptable and desirable (in)equality in society. Social acceptance of exceptionally high
incomes and large inequities that have consolidated over the last decades could thereby be
challenged (Piketty 2020). For inequalities to be reduced by such measures, it is necessary
to ensure that lower income groups actually benefit from the imposition of maxima. Again,

one could consider direct redistribution or the use of respective revenues to expand public
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infrastructure or finance services that benefit lower income groups disproportionately (cf.
Alexander 2016). In a system in which money (wages) are the key to acquire goods and
services, establishing minimum income levels is already an important step to cater for
greater well-being and poverty reduction. Down the line, minimum income levels may cater
for social and economic security which is desirable in and off itself and can contribute to
people’s empowerment. Ensuring that decent living standards are met for everybody is an
essential part of DG/PG but is sometimes neglected in recent debates around inequality

(Rao and Min 2018; Wilkinson and Pickett 2010).

Bolstering public provisioning and spending would emphasise public over private wealth
and also accrue to those carrying out unpaid and uncommodified work. It could foster
decommodification of respective goods and services and in that way provoke change at a
deeper systemic level. Designing income and wealth regulation for the purpose of not only
redistribution among individuals but for transferring private into public wealth are pivotal
and should receive more attention. For taxes not to remain mere ex post remedies without
altering the structures that give rise to respective inequalities they would have to be stark
enough to alter distribution of both monetary and non-monetary assets more permanently
and at a profound enough scale. Proposals for 100% taxation of wealth and income beyond

a certain level point in that direction - as well as to large resistance.

Despite the undeniable need to bring economic inequality in high-income countries down
there needs to be awareness for their interaction with other forms and dimensions of
inequality. First, a reduction of income and wealth inequality does not automatically
abolish other forms of oppression, e.g. in terms of race or, gender. Second, reducing
inequality within countries in the Global North leave global inequality levels untouched or
may even foster them. Ways need to be found to align national interventions with global
targets and simultaneously account for other forms of inequity. While DG/PG has paid
increasing attention to gender inequalities in the policy design the multifaceted

interrelations to global inequality as well as racial expression demand more awareness.

Although regulation of income and wealth is unequivocal from an equity and welfare point
of view its environmental impact demands careful scrutiny. On the one hand, the multiple
historical and current interconnections between inequality and environmental degradation
make income and wealth regulation an imperative. On the other hand, the environmental

effects of redistribution are complex. Taking a global view, establishing minimum income
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levels and reducing inequality from the bottom would clearly help lift people out of (energy)
poverty and ensure decent living standards. In environmental terms, this may contribute to
an increase of energy consumption and emissions, however (Buch-Hansen and Koch 2019;
Oswald et al 2021; Rao and Min 2017). One reason is that at lower income levels higher
shares of income are used for consumption (Oswald 2021). Another is that redistribution
would imply higher expenditure on subsistence goods, some of which have high energy
intensities, e.g. housing-related heat and electricity (Oswald et al. 2020; Oswald et al. 2021).
Given the crucial importance of eradicating poverty, ensuring decent living standards for
all and accounting for historical and current (energy) inequalities, these must not put in
jeopardy given the desirability of increasing their incomes and access to energy (Rao and
Min 2017). Rather, it underscores that redistributive measures will have to massively tackle
top earners (‘mega consumers') and their 'luxury consumption' with related ‘Tuxury

emissions' (Oswald et al. 2021, 5-6; Wiedmann et al. 2020).

DG/PG needs to fully appreciate these insights. First, it means that measures targeting the
super-rich should be placed centre stage. This would in turn allow reduction in the
(perceived) threat DG/PG poses for the middle classes in the Global North. Current per
capita income in high-income countries would not have to decline in dramatic ways if
redistribution from the global super wealthy was high enough (cf. Oswald et al. 2021). This
accentuates the importance of redistribution not only within countries in the Global North
but on a global scale. By the same token, income and wealth levels in high-income countries
need to be set in accordance with what is ecologically viable on a world scale. Approaches

for such harmonisation are yet to be developed.

Achieving sustainable consumption levels may be helped by income and wealth regulation
even if it may not be enough in and off itself. Curbing inequality by limiting income and
wealth may reduce environmental impact by containing carbon- and resource-heavy status
consumption - provided cuts at the top are large enough. Furthermore, accompanying
redistribution with public sufficiency-oriented social provisioning such as Universal Basic
Services (UBS, discussed in section 7.2.2) could ensure that basic needs are met in line with
environmental ambitions. Free or cheap provision of low-carbon public transport is one
example. Prohibition and regulation of other drivers of consumption such as the various
sales efforts would help this goal. One pivotal factor to consider is time. Preventing the
worst of climate change requires urgent intervention so that gradual approaches to bringing

wealth and income levels down may prove too slow. If regulation of wealth and income were
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to be a weapon in the fight against climate change respective tax rates and maxima would
have to be sufficiently high to bring about quick redistribution. Curbing wasteful (luxury
consumption) in a more targeted manner may require more direct measures to contain
consumption levels, e.g. by vouchers, carbon allowances, and other forms of rationing

(discussed in section 6.2).

What would the systemic repercussions of wealth and income regulation be? Clearly, caps
on income and wealth may weaken the pursuit of private accumulation and raise
appreciation for public wealth and shared prosperity. Income (and wealth) minima could
facilitate the reduction of working time and a greater appreciation of ‘leisure time’ more
generally. However, proposed regulations only target individual wealth and income and
leave untouched the means of production (held by corporations). Scrutinising ownership
and control of essential resources in the economy would be necessary to more
fundamentally alter the structures that allow for these inequalities in the first place. In their
current form and on their own, regulations do not reduce dependence on wage labour, for
instance, and leave the general divide between capital and labour intact. Taking questions
of ownership beyond the individual level and beyond the sphere of money - as reflected in

a few proposals already - is therefore essential.

Although income and wealth regulations do not directly challenge the core pillars of
capitalist economies they would undeniably interfere with some of the dominant
tendencies because individual income and wealth are inherently connected to
consumption and production. Maxima could contribute to deceleration and downscaling
of production because they would limit aggregate individual consumption - at least on a
national level. Minimum income regulation would prevent wage suppression beyond a
certain threshold to reduce costs of production and increase profit. As a consequence, and
facilitated by capital’s global mobility, its implementation in high-wage countries in the
Global North may lead to greater efforts by industrial capital to replace labour by machines,
fuelling digitisation and automation. Unemployment and higher resource use due to the
greater material needs for machinery and energy may be possible consequences.
Furthermore, it may intensify efforts to offshore production to places where labour costs

are lower, and no or lower regulations exist.

Caps or taxation of wealth or income may lead to migratory reactions on an individual level.

Shifting financial assets offshore but also physical emigration of high-earning, high-wealth
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individuals may ensue. Thus again, measures at the national level would have to be coupled
with measures to prevent capital migration, or other globally coordinated efforts (Buch-
Hansen and Koch 2019; Latouche 2009). Global registration and taxation of income and
wealth, for instance, would establish a better data base for taxation in general and would
allow closure of tax havens (Antal and van den Bergh 2013; Piketty 2014). In addition to
geographical shifts of wealth, other forms of capital restructuring may result. Alongside the
effects on industrial capital, minima of income may diminish people's reliance on credit for
need satisfaction. People’s reduced debt dependence would also be one channel to rein in
the power of IBC. A corollary may be the intensified intrusion of other areas by IBC, e.g.
increased financialisation of social services, or the reallocation of capital to rent-based
business models, again raising awareness to the necessity to safeguard essential resources
from enclosure and (pseudo-)commodification. It is these systemic dimensions that have
not yet been sufficiently discussed within DG/PG economics (cf. Alexander et al. 2015;

Buch-Hansen and Koch 2019).

6.5 New forms of money and finance

The need to fundamentally overhaul the monetary and financial system to achieve a social-
ecological transformation is an essential demand of DG/PG (Douthwaite 2012; Farley et al.
2013; Hardt and O'Neill 2017; Jackson 2017). Proposals include new forms of money
(creation), regulation and renewal of banking institutions, discussed one after the other in

the following.

6.5.1 New forms of money (creation)

The call for public or sovereign money creation (PMC) is one of the most prominent
proposals (Douthwaite 2012; Farley et al. 2013; Hardt and O’Neill 2017; Jackson 2017; Kallis,
Kerschner, and Martinez-Alier 2012).%8 It involves the elimination of commercial interest-
bearing money creation and exclusive allocation of that power to public institutions. The
imposition of 100% reserve requirements for banks, full reserve banking, is the most
dominant mechanism. Thus, any loan a bank grants would have to be met by prior deposits,
precluding excessive leverage. The description of PMC in most pieces suggests coordination
between the CB and the Treasury or finance ministry to facilitate money creation line with

a social-ecological agenda (Dietz and O’'Neill 2013; Douthwaite 2012; Farley et al. 2013).

68 T use the umbrella term 'public money creation' (PMC) to capture various similar proposals.
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PMC would allow simultaneous control of the quantity and quality of investment and thus
the overall size and orientation of the economy. Money could be created for socially and
environmentally desirable activities while support of dirty sectors could be shrunk. Full
control over the money supply would contribute to greater stability of the system by
rendering possible 'anti-cyclic monetary policy' and constraining pro-cyclical herd
behaviour by banks. As sole issuer of money, public institutions would also gain from
seigniorage, again boosting public spending power (Antal and van den Bergh 2013; Daly
2014; Farley et al. 2013; Jackson 2016). Full reserve banking is further considered as a means
to reduce overall debt levels which is deemed beneficial in several regards, one of them
being the weakening of the growth impetus arising from the interest- and debt-based
monetary system (Dittmer 2015; Farley et al. 2013; Jackson 2016). The shift to PMC includes

the general renunciation of interest- and debt-based money creation.

Most proposals for PMC implicitly or explicitly relate to the national level. Locating sources
of inequity, instability and ecological impact in the international financial system leads
some authors to suggest the establishment of a new international currency, generally
referring to Keynes' (1942-43)% proposal for the 'Bancor’ and an international clearing
union (Daly 2016; Dietz and O'Neill 2013). The currency would function as a common
accounting unit at the world level. As both trade surpluses and deficits would be subject to
a penalty such a system would reduce imbalances between countries. Moreover, the
domination of one country issuing the global reserve currency would be mitigated because
the new global reserve currency would be backed by either a currency bundle or another
internationally agreed resource. Such a global alternative could also reduce the risk of
individual countries being punished by financial markets for a reorganisation of the

domestic monetary regime (Antal van den Bergh 2013, 60).

Complementary currencies form another strand of the monetary reform debate (Dietz 2013;
Dittmer 2013; Douthwaite 2012; Hornborg 2017; Seyfang and Longhurst 2013). They are to
be implemented alongside official national currencies and can take various forms.
Hornborg (2017, 627) suggests that 'Each nation state establishes a complementary currency
for local use only, which is distributed to all its residents as a basic income'. Other variations
are user-created currencies at the regional or local level. Such 'monetary alternatives’ range

from time-based systems (Douthwaite 2012, 192) to 'loyalty points systems' or 'business

% Cited in Ocampo (2017).
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barter schemes' (Seyfang and Longhurst 2013, 65). Proponents of complementary
currencies place high hopes on their contribution to a social-ecological transformation,
locally and globally: 'These parallel systems of exchange (or community currencies) are
designed to promote sustainable development by localising economic development,
building social capital and substituting for material consumption, valuing work which is
marginalised in conventional labour markets, and challenging the growth-based monetary
system' (Seyfang and Longhurst 2013, 65). Local economies would be more resilient as
money and wealth would be kept in the community, allowing for sustainable and needs-
oriented production and consumption and more cooperative social relations (Hornborg
2016). A multi-currency system could be designed to harmonise different currencies at
different geographical scales fulfilling different functions and combine their respective

benefits (Dietz and O’Neill 2013; Douthwaite 1999).

In view of the central role of money and finance in capitalist economies, transforming the
monetary and financial system has a pivotal role to play in a social-ecological
transformation of the economy. Given the scope and quality of envisioned changes as well
as the impact money creation has on the economy, and the social and environmental world
at large, its social-ecological orientation and democratic control and governance is pivotal.
The importance of money and finance simultaneously render its transformation a
formidable task. The multiple functions that money fulfils in capitalist economies ascribe
it a central role as organising mechanism of economic activity. Financialisation has further
amplified the power of financial institutions and imperatives in the economy. DG/PG’s
limited consideration of financialisation and its impact on money creation and the
economy at large can be seen as one reason why DG/PG has engaged too little with the
challenges involved in such a shift of the monetary regime (cf. Dietz and O’'Neill 2013;
Douthwaite 2012; Jackson 2017). This also applies to the multidimensional functions of

money. The following analysis underscores these aspects.

First and foremost, PMC represents not only a major break with the current forms of money
creation but also with interest-based forms of profit-making. Recalling that most of today’s
money is created as interest-bearing debt by commercial banks makes clear the scale and
challenge of such change. PMC is a major assault on IBC. The current reliance of economies
and economic agents on private finance and the multiples by which financial assets exceed
the value of real output creates formidable hurdles which need to be acknowledged more

fully to prevent major disruptions. The financing needs of economic actors which are
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currently met by commercial banking have to be balanced through alternative mechanisms.
This includes 'initial finance' for productive investment of firms, including technological
innovation but also financing households’ needs (cf. Fontana and Sawyer 2016). Failure in
this realm could impair the financing of the low-carbon transition, including research and
development in technological innovation (Antal and van den Bergh 2013, 60). Too little
research within DG/PG has explored the various potential disruptions resulting from such
change in the monetary regime, including bankruptcies, unemployment or reduced ability
to purchase essential goods and services. Connected to that, the exploration for how to
prevent or manage such adverse repercussions has received too little attention (cf. Dietz

and O’'Neill 2013; Douthwaite 2012; Jackson 2017).

Importantly, PMC does not equate to limits to money creation. Public institutions could in
principle make available similar amounts for productive investment and for consumption
as private ones. Ultimate levels depend on the new monetary regime. The specific set-up of
PMC must include a close coordination of monetary and fiscal decisions to avoid adverse
effects. Preventing both inflationary or deflationary tendencies requires to align money
supply with available resources and target output levels which is a formidable task. Related
challenges have only been discussed by few PMC proponents within DG/PG (cf. Antal and

van den Bergh 2013; Farley et al. 2013).

Taxation and government expenditure are discussed as a means to adjust money in
circulation under PMC. While they constitute technical mechanisms therefore, they do not
themselves resolve the challenge of finding the right balance between the monetary and
real sphere. The establishment of a dedicated monetary coordination institution could be
a way to tackle this task (Douthwaite 2012; Farley et al. 2013). It would however be
confronted with multiple challenges that may require more than one new body. To
counteract adverse social, economic and environmental feedbacks, a public money regime
would have to be able to estimate all financing needs in the economy, or more precisely,
those that are deemed socially and ecologically viable. This presupposes decisions over what
will be financed and what not, i.e. the sectors and organisations which will be downsized
or phased-out. These choices need to be taken in the first place. The absence of proposals
for how these decisions can be taken and implemented at a macroeconomic level in a
democratic manner and in line with social and ecological targets is one of the most striking
gaps within DG/PG. For those sectors and institutions that are not viable, there will have to

be mechanisms for controlled phase-out and asset stranding. The risk of the repeated
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socialisation of losses looms large. Again, mechanisms for dealing with this challenge are

rare.

Beyond the monetary-fiscal harmonisation itself, the institutions entrusted with this task
need to be carefully chosen and designed. Finance ministries do not in and of themselves
pursue social and ecological goals. Their democratic accountability depends on the specific
political system. As part of a capitalist state they may need to give in to pressures to
accommodate capital. While the risk of politically motivated influence on PMC has
received some attention, PMC proposals do not always account for the fact that
contemporary CBs are technocratic not democratically elected institutions and mostly
concerned with ensuring price stability via inflation targets (Fontana and Sawyer 2016).
Living up to democratic and social-ecological criteria would require the reform or
replacement of existing institutions. A new monetary coordination institution could
prevent decisions be taken on the basis of short-term political and electoral considerations
(Douthwaite 2012; Farley et al. 2013). Options for reform include a change in mandate or
dedicated democratisation efforts. Both have not yet been sufficiently explored by DG/PG.
In that effort, DG/PG could draw on contemporary debates around the role of central banks
and their mandate in the fight against climate change in public policy and research (cf.
Braun 2021; Campiglio et al. 2018; Dikau and Volz 2021; Gabor 2021a). The democratic
aspiration of DG/PG as well as the appreciation of states’ entanglement with capital make
it imperative to develop proposals for macroeconomic coordination processes that go
beyond CB-Treasury coordination. Such proposal would also have to account for the fact
that public and democratic control over money creation allows but does not guarantee

compliance with either social or environmental targets.

In terms of deeper systemic change, it is insightful to relate PMC proposals to dynamics
within contemporary capitalism. Limited availability of commercial credit due to PMC
could curb debt-financed production and consumption. Abolishing commercial interest-
and debt-based money creation would weaken the pressure to repay debt with interest, one
factor driving firms to pursue growth and other damaging practices to maintain
profitability. In that way, PMC could potentially reduce both debt and profit dependence of
firms. However, it is not a given that PMC would automatically constrain the pursuit of
profit, growth, and related environmental impact (Daly 2012). The possibility of firms
changing practices may be undermined if they continuously have to compete against each

other and rely on profit for their survival. On the household level, PMC could reduce debt



127

dependence by diminishing IBC’s quest for household debt. For workers this could result in
lessened pressures to accept work and working hours deemed unsatisfactory or socially or
environmentally damaging because of the cessation to repay debt with interest. An
alternative scenario is greater wage dependence because credit would be limited as a fallback
option. The systemic pressures that lie outside of the monetary realm call for the
simultaneous re-organisation of structures of production, ownership and provisioning. Very

few proponents of PMC take its implications to the end (cf. Farley et al. 2013).

One issue that has been entirely absent within DG/PG is shadow banking. Due to the size
and power of shadow banking, the potential knock-on effects of PMC require attention. As
shadow money relies on both public and private debt as collateral, PMC could evoke major
repercussions. Shadow money making up for a large amount of asset value this raises
questions over their potential liquidation and destabilising effects. This is of particular
concern because the financialisation of social provisioning means that certain shadow
banking institutions carry out important functions, pension funds and insurance
companies, for instance. These services would have to be organised in a different way,
reaffirming the centrality of alternative forms of provisioning and social security (cf.
Dittmer 2015). It becomes clear that the shift to a public money regime warrants entirely
new ways of organising the economy as a whole, reiterating the need for DG/PG to develop
more concrete proposals for a democratic social-ecological strategy at the macroeconomic

level (cf. Spash 2015).

Geographical and sectoral capital mobility recur as impediments for PMC. Curbing profit-
making via IBC may lead to an increase in enclosures, expansion of property rights, and
privatisation in the pursuit of rent appropriation. Anything that can serve as alternative
'store of value and as a speculative asset' lends itself for that purpose, including essential
goods and resources such as land, housing, natural resources or IP (Loehr 2012; cf. Keynes
1936). The threat of further conveyance of public goods into private ownership and related
rent appropriation looms large. The flight into these assets may further lead to their price
inflation and thereby fuel inequality both by creating artificially high prices for these goods
and by benefiting asset holders.” Reducing risks of such 'problem shifting' could include
different forms of regulation and taxation as well as coupling with simultaneous changes in

ownership and control of respective resources.

7° The effects of Quantitative Easing after the Global Financial crisis are illustrative in that regard
(Bank of England 2012).
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While proposals for PMC are targeted at the national level, or at least a currency union, the
globalised nature of the current economic and financial system creates several obstacles for
its implementation. The role of money as a means to settle accounts on a global scale
(‘money of the world’) means that any proposal for public money creation will have to work
out the specific relations between the domestic currency and international markets. Global
capital mobility renders it hard for any monetary institution to make a concise estimate of
the monetary and financial needs in an economy. The fact that currencies are not only
means of organising the economy but are themselves subject to IBC raises additional
questions about the implications of a PMC regime, which can however not be dealt with
here (cf. Loehr 2012). Capital flight as possible response to such fundamental monetary

regime change recurs as further threat.

In addition to the challenges arising in the implementation of PMC, it has to be
acknowledged that it mainly is an option for countries with a certain degree of monetary
and economic sovereignty. DG/PG’s emphasis of PMC can be explained by its focus on high-
income countries which tend to meet these criteria more often. However, this is not the case
for all countries in the Global North and even less so countries lower down in the global
economic and monetary hierarchy. In the aim to contribute to greater global justice DG/PG
should place greater emphasis on ways of transforming the hierarchical structure of the
global economic and financial system as it currently perpetuates inequalities and constrains
self-determined policy choices in countries with higher external dependence, including the
implementation of social-ecological (re)organisation of the economy. The social and
ecological impact of high-income countries not only concerns their domestic activities but
also the ways in which they shape the international economic, monetary and financial
landscape which in turn, is decisive for other regions. ‘Merely’ transforming high-income
countries domestically is therefore insufficient but needs to be complemented by proposals
for the reorganisation of the monetary and financial system at a global scale. This
encompasses the scrutiny of international institutions such as the International Monetary

Fund or the World Bank.

Proposals for multi-currency systems are a start of an important discussion. They may allow
to shield local economies from global financial capital to facilitate their autonomous
organisation. Complementary currencies could be better integrated in that way. Their scope

has to be considered rather limited otherwise, at least when it comes to big and quick
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change required to tackle ecological breakdown. While they may foster local economies
and reduce alienation between people, products and production processes they find limits
both in their geographical reach and the pressures arising from people’s continuing
dependence on wage labour and firm’s dependence on profits. Proposals for a global reserve
currency as well as other means to achieve such aim need to receive much more attention
in DG/PG realm economics. In view of the difficulty in establishing an entirely new global
institution or currency, transitional proposals such as the stronger mobilisation of Special

Drawing Rights should be explored (cf. Ocampo 20m).

The complexities and challenges for the practical implementation of such a monetary
regime change must not hide the potential contribution of such intervention to a deeper
systemic transformation. Reining in the money creation power of profit-seeking banks and
non-bank financial institutions would eliminate their power to determine the quantitative
and qualitative orientation of the economy. This is crucial as their decisions are ultimately
guided by profitability, and social and environmental concerns would always come second,
at the very best. Greater public control over money creation could help achieve selective
downscaling, deceleration and structural changes in the economy envisioned by DG/PG.
However, altering the fundamental tendencies of capitalist economies more permanently
and profoundly warrants changes beyond the monetary sphere, including relations of

ownership and production.

6.5.2 Banking: regulation and renewal

In addition to establishing new forms of money, regulating currently existing banks and
financial markets also forms part of the DG/PG policy bouquet (Antal and van den Bergh
2013; Hardt and O'Neill 2017; Lange 2018; Schmelzer and Vetter 2019). It includes limits to
banks’ size and power as well as their social-ecological orientation and democratic
governance. Implementing full reserve requirements would be one means to that end.
Mergers and acquisitions could be restricted or limited in order to prevent single
institutions to gain too much power, e.g. banks that are ‘too big to fail’ (Korten 2009, 142).
Regulation of banks may further include their obligation to ringfence high-risk branches of
their activities. Taxation of financial transactions a la Tobin could be imposed to rein in

short-term trading by reducing its profitability (Antal and van den Bergh 2013, 62).

Clearly, monetary and financial regulation has a role to play in the social-ecological

transformation. Controlling the size and kind of institutions and activities is a means to
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align them with the envisioned directions for change. DG/PG should go further in exploring
regulatory measures to achieve this goal. Regulation and oversight would have to include
the realm of shadow banking and the emergence of new financial institutions and money
equivalents which may undermine public control of money supply (cf. Fontana & Swayer
2016). One crucial area that requires more attention are measures to prevent capital flight
which has been pointed out repeatedly as an obstacle for the implementation of
transformative policy interventions. Capital controls may be one important tool in that
regard and can take different forms, e.g. direct 'prohibitions and quantitative controls over
flows of money' or measures that aim at disincentivising monetary transactions by making
them more costly, e.g. taxation (cf. Pettifor 2019, 89). In that sense, taxation of financial
transactions may help reduce adverse capital movements. The challenge of implementing

such proposal in a globally coordinated manner remains.

A wider problem with regulation is that it often represents a reaction to already existing
practices that are deemed undesirable. This raises the challenge for regulation to
continuously keep up with new developments, e.g. with regard to new financial
instruments. More generally, although the regulatory interventions may help contain
undesirable developments beyond a certain threshold, they may not foreclose their
emergence in the first place. For example, the regulation of mergers and acquisitions limits
the size of financial institutions but does not alleviate the tendencies of capital
concentration and centralisation. Neither will the taxation of certain transactions alleviate

the general quest for profit by mobilising IBC.

Beyond the regulation of existing financial institutions there are calls to establish entirely
new ones (cf. Antal and van den Bergh 2013; Kallis 2011; Kallis, Kerschner, and Martinez-
Alier 2012). Public development banks, community banks or cooperative banks with
dedicated ethical, socially and ecologically mandates would deliver financial services in line
with social and ecological ambitions of DG/PG. The pursuit of financial profit of current
banks and non-bank financial institutions being a key obstacle to their social-ecological
reorientation makes the establishment of public FI an important building block of
economic transformation. What matters for their transformative potential is their profit
independence. Any social or ecological ambition will necessarily remain subordinated if
monetary return has to be secured by the services they offer. This would undermine the
funding of socially and ecologically desirable and viable activities which often yield low,

slow or no profit (Jackson and Victor 201). The obstacles and limits of regulation and
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institutional reform within capitalist economies must be fully appreciated by DG/PG
proponents. Their recognition suggests more fundamental shifts in the set-up of the

economic system are necessary to tackle the social-ecological crisis at its roots.

Decoupling the allocation of funds from profitability considerations via not-for-profit
banking institutions could support deceleration, downscaling and strengthening of
sustainable and care-oriented sectors in the economy (Hinton and Macluran 2017). While
the need for not-for-profit banks has been appreciated it is the reduction of the systemic
pressure for profit-making of individual institutions that remains to be addressed more
comprehensively. To achieve profit independence and foster systemic change, democratic
public or common ownership, control and decision-making of these new institutions
matters. Combining the establishment of alternative banking institutions with the general
restructuring of money creation would be beneficial. Public cooperative banks at different
scales could function as institutions to harmonise different dimensions that need to be
bridged, i.e. the amount and type of available resources, the funding needs of different
actors, ecological and social targets and the corresponding money supply. The specific

mechanisms to facilitate such coordination remains to be worked out.

To sum up, getting a democratic hold over the money and financial system is a central
building block of a social-ecological reorganisation of the economic system. By the same
token, the power of money and finance in the capitalist system, and its financialised and
globalised form in particular, renders such attempts a formidable task. Appreciating
money’s complex role as organising mechanism in the capitalist system simultaneously
warrants the enhanced search for alternatives. DG/PG is yet to fully account for these

complex interrelations.

By the same token, control over money and finance does not equate to an alteration of the
actual structures of production, distribution, ownership and consumption: ‘Monetary
reform is not a silver bullet to de-financialize capitalism and avoid the difficult
distributional and allocational questions involved in creating a sustainable economic
system' (B. Weber 2020, 466). The dominance of money and prices as organising
mechanisms, and the predominance of exchange value over use value in capitalist economies
leads to a prioritisation of the former at the expense of the latter. Achieving a social-
ecological transformation requires awareness for both the power of money and finance as

well as its ultimately secondary nature in delivering goods and services. While the
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mobilisation of funds is necessary in the transition process it is not (only) monetary flows
that need to change but the purpose and extent to which real resources are used and

distributed.

7 Evaluation II: transforming work, social security and
ownership

In addition to the regulatory, fiscal and monetary policy interventions above, there are
other proposals which target key elements of provisioning itself. These include the re-
organisation of work, universal social security systems and new forms of ownership of

essential resources and economic organisations.

7.1 Transforming work

The transformation of the economy, including the downscaling of production, will
undeniably involve changes in the way work is organised. DG/PG proposes qualitative and
quantitative alterations to both paid and unpaid work: 'From a degrowth perspective,
transforming work means working less (working time reduction), in better conditions
(decent work), and reducing the importance of work in society (postwork)' (Parrique 2020,
630). It includes a general (re)evaluation of necessary and desirable activities, their fair
(re)distribution as well as greater autonomy and self-determination of their organisation.
Concrete policy proposals include working time reduction, and a job guarantee. The re-
constitution and democratisation of organisations as means to alter work relations will be

discussed in section 7.3.

711  Working time reduction

Working time reduction (WTR) is probably one of the most prominent policy proposals in
the DG/PG literature (Alexander 2012; Antal 2014, 2018; D’Alessandro et al. 2020; Jackson
2017; Jackson and Victor 20m; Kallis, Kerschner, and Martinez-Alier 2012; Lange 2018;
Latouche 2009; Spangenberg 2010; Victor 2019). There are multiple ways in which WTR can
be achieved, e.g. via tax incentives or direct regulation. Reduction can concern hours per
day, week, year or total work life (Antal et al. 2020). WTR is introduced as a means to reduce

environmental throughput, share work more equally and to liberate people’s time.
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A constant or decreasing supply of labour is considered as one necessary factor for reducing
or maintaining output levels and related environmental impact (Lange 2018; Latouche
2009). The reduction of working time at a macroeconomic level could directly reduce
throughput and output because less time would be spent on production. On the flipside,
WTR could cushion any unemployment which might potentially result from the reduction
in the necessary amount of work in the process of downscaling. By the same token, WTR
would counterbalance the need to grow production in order to prevent unemployment in
view of productivity gains (Jackson and Victor 2011; Spangenberg 2010). WTR would further
allow the adoption of more sustainable practices as it would diminish time pressure which
is a factor contributing to ecologically unsustainable lifestyles. The use of cars instead of
bikes or public transport, or new product purchases instead of repairing are exemplary (von
Jorck et al. 2018). Alongside positive environmental effects, WTR would increase people’s
leisure time and, concurrently, the well-being of workers (Latouche 2009; Zwickl,
Disslbacher, and Stagl 2016). The newly gained free time (and energy) could be used for
learning, organising, social relations, and for political activities which could increase well-
being and contribute to the wider transformation process (Antal 2014; Barca 2019; D’Alisa

and Cattaneo 2013; Dengler and Strunk 2018; Jackson 2009; Latouche 2009; Nierling 2012).

A central tenet of WTR is the aim of work-sharing and the related benefits this would bring.
A reduction of waged labour time could facilitate the ‘redistribution of work between the
employed and the unemployed’ and thereby a fairer distribution of work (and income)
within households and across society (Kallis, Demaria, and D’Alisa 2015, 12). This would
include reproductive work which is still predominantly carried out by women, and so would
weaken a gendered distribution of work and related inequalities (Dengler and Strunk 2019).
Work-sharing could also involve the fairer distribution of undesirable and burdensome jobs
which are often low-paid and precarious (cf. Parrique 2020). Two broader goals could be
achieved via work-sharing. Firstly, it could decrease the importance and valuation of
monetised and commodified economic activities more generally, as people would spend
more time on unpaid and uncommodified activities. Second, it would help to (re)value
unpaid care and other reproductive work as these tasks would be shared out more widely
(Dengler and Strunk 2019). All in all, WTR appears as somewhat of a silver bullet with
positive effects both in environmental and social terms. Yet, the conditions under and ways
in which such a scheme is implemented greatly determine its effects (Antal et al. 2021; Bosch

and Lehndorff 2001; Zwickl, Disslbacher, and Stagl 2016).” For the potential positive

7 These could be studied to learn and be able to draw conclusions for respective contexts.



134

impacts of WTR to be realised, these conditions need to be first identified and established.

Firstly, WTR would have to be substantial to significantly bring down output levels. If WTR
was indeed radical enough to reduce ecological impact and to cater for people's wellbeing,
then it would run counter to the system's inherent dynamics. Expanding working time and
increasing labour productivity are two ways in which both output and profit can be
enhanced. The tendency for labour productivity to be translated into more output rather
than less work would have to be broken (cf. Lange 2018). Within DG/PG, this challenge has
predominantly been discussed in terms of preventing unemployment when growth rates
decline (Jackson 2017; Victor 2019). Other systemic implications have received less
attention. Capital is unlikely to voluntarily accept reductions in profit to facilitate a
reduction of working. Firms may oppose WTR if it threatens profit and competitiveness. In
a competitive market in which firms’ survival depends upon profit, there will always be
pressure for firms to aim for rising output, labour productivity and working time. Therefore,
for firms to accept the premise of changes such as WTR, a more general weakening of
growth and profit dependence is essential. This could come in the form of public
procurement or direct government financing which could then also focus on socially and
environmentally sound goods and sectors. The simultaneous push for transformation of the
(fiscal-)monetary and financial regime may therefore be necessary. Laying off workers or
increased offshoring of production sites to less regulated places may be other adverse
reactions. Without appropriate safeguards firms may intensify downward pressure on
wages as well as working conditions. Coupling WTR with a job guarantee or minimum wage
could function as safeguards but may intensify capital relocation. The question of working
time has been a central struggle throughout the history of capitalism. Connecting the
technical aspects around WTR with possibilities to strengthen workers (organisation) more

generally would be an important element of DG/PG.

Furthermore, the effects of WTR on labour productivity are not straightforward. There are
studies showing that WTR may increase labour productivity because workers are healthier
and more motivated (Jackson 2009). This is important when it comes to WTR as
environmental policy as it implies that WTR does not automatically decrease productivity
or resource throughput. WTR would have to be high enough to ‘compensate’ for
productivity gains brought about by WTR. Another effect to be considered is that WTR at
a macroeconomic scale may lead to greater efforts to increase resource efficiency and

stimulate technological innovation in that direction. A ‘mere’ substitution of labour by
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machines would have to be prevented to avoid rising unemployment, potentially even

coupled with higher resource use (cf. Zwickl, Disslbacher and Stagl 2016).

Another caveat of WTR from an ecological point of view is the so-called 'time rebounds'
effect (von Jorck et al. 2018). A reduction in working time is not automatically coupled with
sustainable patterns of time use. Therefore, WTR could result in an increase in time and
money spent on carbon- and resource-heavy goods and activities, e.g. air travel for vacation
abroad (Gunderson 2018). This is of particular importance when envisioning WTR with full
or high wage compensation. Establishing comprehensive and sustainable public services
and infrastructure could help ensure people’s needs were met regardless of their salary or
hours worked, and would therefore assist in the successful implementation of WTR. Any
WTR scheme would have to carefully consider any potential discrimination against poorer
households to avert drops in welfare or a rise in poverty or inequality. The potential increase
in well-being through WTR hinges upon it not resulting in people’s shortfall of (essential)
goods and services. It is also essential to prevent household debt and the power of IBC from
increasing further which could be a result if credit was sought to make up for shortfalls in

wages.

A further consideration is that that ‘time that has been liberated from work has not
necessarily been liberated from the economy' (Latouche 2009, 85; Pirgmaier 2020). Seeing
the multiple mechanisms through which demand is continuously being stimulated in
capitalist economies, it would be risky to take for granted that WTR would necessarily lead
to changes in how time and money is use, and that these changes would be quick enough
to ensure that the 1.5°C target and other ecological limits will not be overshot. The
simultaneous regulation of 'sales efforts' would help to discourage people to spend their
free time on consumption rather than leisure. And again, establishing absolute caps on
emissions and resource use may prove important to set the scope for setting a limit on how

much can be extracted, emitted, produced, and consumed.

While WTR does not directly tackle inequality in income or wealth it seeks to reduce
inequality by distributing work more equally and fairly. Intuitively appealing, this is a
formidable task as it requires mechanisms to achieve such ‘fair’ allocation and to
simultaneously ensure provision of essential goods and services. These processes would
have to be deeply democratic not only to meet the criteria of DG/PG but also to be

supported and accepted by people. They would have to include decisions over what
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constitute desirable sectors, goods and services, and the amount and type of work necessary
to provide them. This, in turn, would involve a coordination of education and training
policy so that shortages of skilled labour can be avoided. Work processes may have to be
reorganised at national, regional and firm levels to accommodate such a re-division of
labour (cf. Bosch and Lehndorff 2001). In addition, the sharing of work between what is
currently inside and outside the wage economy requires in-depth thinking, especially if
commodification of the latter is to be avoided. This would also be essential to avoid
imbalances resulting from a reduction in work and production. The interconnectedness of
sectors, as well as of production and consumption, represent a major challenge in that

regard.

A complicating factor is that the amount of human labour necessary in any economy
depends on numerous variables: 'there is no fixed amount of work to be shared' (Antal and
van den Bergh 2013, 57). While employment in dirty industries will need to decline, jobs
will be gained in 'green’ sectors, e.g. renewable energy generation or (re)forestation.
Structural change towards activities using less energy and more labour, such as care, the
Cinderella economy, organic and other environmentally sustainable forms of agriculture
are likely to increase labour requirements (Latouche 2009; Sekulova et al. 2013). The type
of technological change pursued will largely determine the necessary labour time.
Alongside attempting to alter the qualitative directions of work, DG/PG could also explore
more closely the potential benefits of developments that are already under way. The
potential to reduce work in dangerous or burdensome sectors via automation and
digitisation could be scrutinised in greater depth, for instance (Lange and Santarius 2020;
Spencer 2018).7> Technological scepticism should not hinder the exploration of its potential
to improve working conditions. These reflections make clear that for WTR to function as a
mechanism for greater fairness, equality and sustainability it would have to be part of a
wider plan for the re-organisation of the economy. Yet, as stated above, proposals for the
kind of democratic macroeconomic coordination required for this have thus far been

strikingly few within DG/PG economics.

The contribution of WTR to deeper systemic transformation depends on how it is
implemented. For it to reduce the role of wage labour and people’s dependence on wages, it

would have to be coupled with the simultaneous establishment of alternative forms of

72 Techno-optimists on the left envision ‘Fully automated luxury communism’ by embracing
automation (Bastani 2020).



137

provisioning. Reducing wage labour time does not equate to its abolishment. If WTR came
with full wage compensation while provisioning was still happening via commodity
production, wage dependence may persist. Continued monopoly ownership of the means of
production by capital also works as barrier for systemic change. Coupling WTR with
measures to decommodify and democratise essential resources, goods and services
(discussed below), would be a powerful combination because it would allow need
satisfaction outside of the market. This may increase labour's independence and bargaining

power and thus contribute to the decommodification of work itself.

7.1.2 Job guarantee

In addition to the reduction of working time, a job guarantee also constitutes a part of
potential DG/PG policies. Such ‘right to paid work’ with the state as ‘employer of last resort’
(Alcott 2013, 57) is discussed both as a visionary and practical intervention. It could prevent
a rise of unemployment when growth slows and bring about a more general decoupling of
employment from economic growth (Alcott 2013; D’Alessandro et al. 2020; Unti 2020).
Beyond that, a job guarantee offers 'individuals a way to opt out of monetary production
and thus, presents a pathway to fundamentally transform the economy' (Unti 2020, ii). For
a JG to fulfil this transformative potential, jobs offered in the public sector should be of
high-quality, well paid, offering lower working hours ‘than in the private sector, [and be]
managed locally and democratically’ (Parrique 2020, 630). In that way, a JG would facilitate

greater autonomy, self-determination and satisfaction with work.

The proposal for a JG as a transformative intervention hence implies more than just the
promise of any kind of employment by the state if one cannot find a job in the private sector,
but an attractive alternative to the latter. Implemented that way, a JG could reduce people’s
dependence on wage labour in the private sector and thereby weaken the power of capital to
command labour. This could alter the capital-labour relation more generally. If a JG were to
ensure a minimum income it could simultaneously reduce people’s debt dependence, and
thereby weaken IBC. By ensuring decent employment and income, it may further help
reduce inequality. A wage level high enough would be essential for these effects to

materialise.

In terms of deeper systemic change, a JG is an interesting proposal. On the one hand, it may
weaken the coercive power of wage labour. On the other hand, it does not break the

dependence on a monetary income for need satisfaction, even if that employment is offered
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by the state. Dependence on the state may increase and come with its own caveats. The
transformative potential of a JG greatly depends on the constitution of the state itself. The
intricate relations between states and capital making concurrent democratisation processes
imperative. DG/PG proponents of a JG have not always accounted for the important insight
that a JG as such does not equate to a self-determined democratic organisation of work

(Alcott 2013; Unti 2015).

The environmental impact of a JG would depend upon how it was implemented. In
principle, a JG could be used to boost economic growth and thus lead to increased
environmental impact. To make a JG a valid part of a social-ecological transformation the
quality and quantity of guaranteed employment would have to be in line with overall targets
and limits. A JG would therefore have to be harmonised with a wider plan for socially and
ecologically and democratic structural change. The need for, and challenges for, such
coordination mechanisms discussed above equally apply to a JG. In addition, the question
of how a JG scheme would be funded is pertinent. As proposals for a JG view the state as the
‘'employer as last resort' it would have to be coupled with alternative monetary and financial
arrangements. Some proponents of Modern Monetary Theory combine their proposals for
monetary interventions with a JG (cf. Ehnts and Hofgen 2019; Tcherneva 2012). These

debates could inform DG/PG’s considerations on that matter.

Overall, the pivotal role of wage labour in capitalist economies, and in surplus value
production in particular, has to be fully appreciated. It is what renders struggles over
working time and working conditions a perpetual element of capitalist economies. Work
relations are being restructured all the time, yet tendentially in the interest of capital, not
labour, and thus oriented towards increased growth and profit rather than equality, societal
well-being and environmental sustainability. Working time reduction, work-sharing or a
job guarantee have the potential to bring the latter benefits but would have to be designed
for that purpose and be combined with other measures. By the same token, (radical)
alterations of work are likely to provoke opposition by capital and highlights that a
significant reorganisation of work relations may demand, and cause, more fundamental

alterations to the social relations characterising capitalist economies.

7.2 Social security systems

An essential element of DG/PG is to ensure all people have access to goods and services that

meet decent living standards. Universal Basic Income (UBI), Universal Basic Services (UBS)
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and Unconditional Autonomy Allowance (UAA) are schemes proposed to meet this aim.”
The following discussion focuses on the former two. The latter is formed from components

of UBI and UBS, and so can be evaluated by reference to their assessment.

=.2.1  Universal Basic Income

The introduction of a UBI would grant regular and unconditional payments, of a sufficient
amount to afford a decent living, to all people living in a certain politico-economic
constitution (Alexander et al. 2015; Kallis 2018; Videira et al. 2014).7* Proponents of UBI
consider it a measure to bring about change via different channels. First, it would reduce
poverty and increase people’s well-being by ensuring a sufficient income to purchase
essential goods and services. It would thereby create both greater equality in access to these
goods and also greater equality more generally as it would ensure an equal minimum
standard of living.”s The specific set-up and funding mechanism of UBI would allow it to
function as a more general means of redistribution: ‘if the revenue is raised from taxes and
returned as income, then there will be net gainers, those with lower incomes, and net
contributors’ (Kallis 2018, 131). Moreover, the payment to all citizens regardless of
engagement in wage labour could help the appreciation of unpaid work, care in particular.
It could be understood as ‘a wage for the uncounted care work or reproduction - an income
that compensates everyone for their unpaid care work’ (Kallis 2018, 130). Another effect of
UBI being granted unconditionally is the decline of people’s wage dependence and the
decoupling of wage labour, income and need satisfaction (Nierling 2012; Schmelzer and
Vetter 2019). It would liberate people from engaging in jobs they consider useless,
unsatisfying or environmentally degrading. People would gain control over their time and
be able to engage in creative, social or political processes without fear of negative financial

repercussions.

Clearly, a UBI - high enough to cover essential goods and services - could significantly

reduce poverty and increase welfare (Biichs 2021). Psychological relief may add to material

7 Biichs (2021) offers a detailed comparison between UBS and UBI as means to achieve sustainable
welfare. I refer the reader to Liegey et al. (2018) for a comprehensive treatment of UAA.

74 This contrasts to some discussions around UBI that have started taking place in mainstream. One
potential effect of the introduction of a UBI being that employers would lower wages in the
knowledge of workers receiving a UBI, the envisioned transformative effects would only hold if the
UBI would be high enough to still allow decent living. If UBI was set at too low a rate it could lead
to a wage substitution and weaken instead of strengthening workers' bargaining power.

75 Additionally, given UBI is granted independently of income or need, it would alleviate social
stigma currently often attached to receiving social benefits (Kallis 2018).
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security. The effect would be felt most strongly by those at the bottom of the income
distribution. As UBI leaves the distribution of income and wealth untouched its
contribution to inequality reduction remains limited. For that purpose, it would have to be
combined with a redistribution from the top, via caps on wealth and income, taxation and
redistribution, as discussed above. Funding UBI via taxation of high-income high-wealth
segments of society is one step in that direction (Biichs 2021). Other proposals for funding
include the recycling of revenue from taxation of carbon and other environmental ‘bads’.
Both may be viable for the transition process but, as discussed above, double dividends
would wane if emission reductions and redistribution were successful. This highlights once
over the need for sound macro-financial arrangements (cf. Kallis 2018). Austerity justified
by the implementation of UBI would have to be counteracted. As with the ]G, the role of
the state in the roll-out of such a measure has to be critically assessed. Similar to the JG,
UBI reduces people’s dependence on wages but potentially enhances dependence on
monetary payments by the state, warranting mechanisms to increase democratisation and
accountability of state institutions and processes (Artner 2015; D’Alisa and Kallis 2020; Koch

2020).

In contrast to the palpable social benefits of UBI, its positive environmental effects are not
straightforward (cf. Kallis 2018). As with WTR they depend on how people use their newly
gained time and freedom. It is possible they will decide to spend their time on low-carbon
activities and live more sustainably, but it is also possible that, equipped with more time
and money, they might increase their consumption. The analysis of capitalist dynamics of
continuing creation of wants and stimulation of demand is what raises awareness to the
latter scenario. Given the large social benefits of ensuring people's basic needs are met this
should not be an argument to refrain from such a scheme. Rather, additional safeguards
should be imposed concurrently to prevent increases in resource use and emissions. As UBI
works 'from the bottom up' it leaves carbon-intensive (luxury) consumption of high-wealth
and high earning individuals untouched. Limits to the consumption of respective goods
and other redistributive measures appear conducive from both an ecological and equity
perspective (cf. Oswald et al. 2021; Rao and Min 2017). In addition, the measures discussed

previously to complement WTR also apply in the case of UBI.

UBTI’s ecological effects most obviously relate to consumption. The scheme does not directly
target a change in production patterns (Biichs 2021). However, it might influence

production via changes to work patterns. Potential developments resemble those
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connected to WTR but could be much stronger as UBI gives people autonomy over all of
their time, not only a share. By eliminating the pressure to engage in wage labour for the
sake of securing a livelihood, UBI might allow people to reject environmentally (or socially)
damaging jobs. If UBI led people to work less or opt out of wage labour, a reduction and
deceleration of output, labour productivity and related resource use and throughput may
follow. The positive effect of these changes must not downplay the disruptive effects of UBI

without adequate adjustments in the organisation of work and production.

Although it is expected that people would not stop working entirely there may well be a
significant reduction of time offered as wage labour, especially in the short run (Kallis 2018).
While this is a core idea behind UBI it may lead to disruptions in the economy. Avoiding
shocks and shortages or disruptions would require anticipation and preparation for how
provisioning of essential goods and services were to be ensured and organised, and how
work is to be distributed (in a just manner). While UBI indeed ‘facilitates redistribution in
favour of those on lower incomes and potentially in favour of those who perform alternative
or care work’ it is not a guarantee (Kallis 2018, 130). The elimination of wage dependence as
a compulsive force must not deflect from the necessity for alternative coordination
mechanism(s). These are big questions which proponents of UBI have not sufficiently

addressed.

These considerations highlight the disruptive potential of UBI. By eliminating wage labour
as precondition for need satisfaction, it simultaneously liberates people, and reduces the
power of capital to command labour. People's bargaining power would likely increase and
allow further demands to be made, such as higher pay, better working conditions or
participation in governance and ownership of firms and resources (Artner 2015). Beyond
industrial capital, UBI may weaken the power of IBC as it would also reduce dependence on
debt for financing consumption. The general re-thinking and re-valuation of work,
particularly previously unpaid reproductive work, and people’s newly gained freedom

evidently holds transformative potential.

With regard to deeper systemic transformation, caveats remain. Although work relations
are likely to be disrupted and transformed, the systemic pressure for profit will not
automatically cede alongside (Artner 2015). This also holds for individual firms who may be
pressured into more degrading practices on other fronts, e.g. in relation to the extraction of

natural resources. In the knowledge of people's safeguard via UBI, capital may aim to use
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UBI as means to exert downward pressure on wages to increase profit margins. In addition
to workers’ increased bargaining power, a 'guaranteed minimum wage' would protect
against wage dumping (Kallis 2018, 131). Another possible development is the
intensification of automation and digitisation to manage with the reduced availability of
labour. Again, greater outsourcing and offshoring of production and capital flight may
ensue if greater wage independence and bargaining power were to threaten profit (cf. Artner
2015). Adequate safeguards, as discussed above, are therefore required to counteract the

potential perpetuation of global inequities, including environmental ones.

The (potential) decommodification of labour does not automatically reduce
(pseudo-)commodification in the whole economy (Kallis 2018). If the distribution of the
means of production remained unaltered capital would maintain a lot of power. People’s
increased free time and wage independence would not equate to their simultaneous ability
to command resources and re-organise economic processes. Therefore, a resulting systemic
depends upon concurrent changes in ownership and control of essential resources,
including the means of production. By focusing on individuals' purchasing power to ensure
access to goods and services UBI maintains a monetary and individualistic approach to need
satisfaction (Kallis 2018). This could undermine the transformative potential of people’s
increased bargaining power and time to organise collectively. These caveats become clear
through the analysis of the core institutions and dynamics within the capitalist system.
Within DG/PG, Kallis (2018) and Biichs ( 2021) raise some of these concerns but more

detailed analyses are needed.

7.2.2 Universal Basic Services

While UBI seeks to ensure welfare via individual cash payments, there are proposals for
direct provisioning of essential goods and services free of charge to achieve this goal. They
encompass food and water, housing, (health) care, transport, energy, education, and
communication. All these goods and services should become public or common.
Approaches encompass their governance as commons, provision by the state, or through
local cooperatives? (Liegey et al. 2018; Schmelzer and Vetter 2019). Need orientation,
equitable access and sustainability are core pillars of such schemes. In that way, universal
provisioning of social services would reduce poverty and establish a minimum level of

equality while respecting planetary boundaries.

76 Different forms of ownership and control will be discussed below.
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Although the idea for the universal provisioning of social services is pronounced by several
DG/PG proponents, proposals for the specific design and implementation are scarce.
Universal Basic Services as currently discussed in the UK is the most specific proposal taken
up by DG/PG proponents (Liegey and Nelson 2020; Parrique 2019). The following
elaboration therefore focuses on UBS but includes considerations on universal provisioning
more generally. UBS envisions collective provisioning of basic services through democratic
and participatory processes that link local control with national coordination. While power
over actual organisation of provisioning is meant to be devolved to the largest possible
degree the state’s role would persist ‘to ensure equality of access; to set and enforce
standards; to collect and invest funds; and to coordinate functions across sectors to

maximize social, environmental and economic outcomes' (Coote and Percy 2020, 133).

The discussion of policy measures to this point has already brought to the fore the
importance of ensuring people’s economic security both in the process of transformation
and as a general part of a just and need-oriented economy. UBS represents a pivotal
proposal in that direction. It holds the potential to meet decent living standards in a
sustainable manner and could pave the way to an entirely different way of provisioning and
organising the economy (cf. Biichs 2021). Given that UBS puts need satisfaction, equality
and care front and centre, it would foster social and economic security for all members of
society, independent of income, wealth, social status, race, gender or other patterns of
discrimination. It would thereby contribute to reducing various forms of inequality. Similar
to UBI, UBS would thereby reduce material poverty and tackle multiple forms of inequality
from below as public services tend to 'benefit lower-income households disproportionately’
(Coote and Percy 2020, 37; Oxfam 2014). Similarly, ensuring inequality reduction would
require simultaneous redistribution from the top. UBS as a non-monetary and non-market-
based provisioning system would reduce the impact of inequalities in income and wealth
on wellbeing. The direct involvement of people in provisioning processes could increase
appreciation of reproductive and care work and thereby lessen gendered and racialised

patterns of work.

Like UBI, UBS alone would not tackle high-carbon luxury consumption, and thus, warrant
additional measures ensure compliance with respect of planetary boundaries. While public
provisioning is not sustainable or low carbon per se, UBS posits sufficiency as a

fundamental pillar. Ensuring basic services are delivered in a sustainable manner is crucial
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because reductions in this realm can only go so far if people’s wellbeing is not to be
jeopardised (cf. Oswald et al. 2020). However, the exact way in which compliance with
environmental limits is to be guaranteed by UBS still has to be clarified. Ambitions for
democracy, participation and subsidiarity would require mechanisms to link social aims
and environmental limits from the local to the macroeconomic level (cf. Kallis 2018).
Guidance on resource availability and limits could come from an external body and set the
boundaries for decisions on UBS, in line with national and global caps on resource
extraction and emissions. An additional step could be the integration of environmental
advisors in the deliberation and coordination process to design UBS. Ensuring that public
services provide the highest need satisfaction while respecting planetary boundaries may
require 'a dual strategy’ of both 'central planning and democratic participation' (Doyal and
Gough 1991, 297; cf. Biichs and Koch 2019). The development of such process has received
too little attention so far. DG/PG could draw on similar proposals that have been discussed
under different umbrellas, e.g. ‘Social Infrastructures’ (Hirsch et al. 2010), ‘Sufficiency
Provisioning’ (Mellor 2016) as well as ‘Participatory Budgeting’ (Mellor 2016; Shaikh 2007).
Moreover, current research into the sustainable organisation of provisioning systems is an
essential building block to advance DG/PG in that realm (e.g. Plank et al. 2021; Vogel et al.
2021). Drawing on resurgent debates on industrial strategy could prove another fruitful way

forward (cf. Chang and Andreoni 2020; Eder et al. 2018).

Beyond social and ecological benefits, UBS has profound transformative potential for the
system as a whole. Its orientation towards need satisfaction, public control and funding
means that UBS would be governed according to principles other than profit, growth and
competition and thus reduce pressure to adopt environmentally or socially degrading
strategies in their delivery. The specific arrangement of financing and organising UBS are
therefore pivotal. Linking UBS with alternative monetary arrangements will be key to
achieve this aim. Reducing pressure for economic growth would require a decoupling of
provisioning from national income growth. Given that UBS encompasses a significant share
of economic activity it could shift the economy away from growth and profit orientation and
dependence on a more general basis (cf. Biichs 2021). The pressure to pursue economic
growth may further be weakened due to UBS’ focus on need orientation, participation and
democratic deliberation. These processes could lower labour productivity growth and hence
the threat of technological unemployment. By the same token, the adverse effects of

reductions in labour productivity would have to be countered.
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The decoupling of need satisfaction from monetary payments, and thus income, would
further weaken growth dependencies in the economy. Stagnation or reduction of personal
income would be less detrimental if basic need satisfaction was guaranteed regardless. UBS
also represents a way of cushioning disruptions that may emerge in the transformation of
the economy. UBS would contribute to taking provisioning beyond a monetary and market
logic. This would be a significant break with capitalist principles. Dependency on a
monetary income and thus, wage labour, as well as credit would be reduced. Just think of
the elimination of need for mortgages if housing was provided as part of UBS. It would also
eliminate the need for rent payments, be it for housing or access to other goods and services.
UBS would thus diminish the basis for different fractions of capital, industrial, IBC, or

rentiers.

The actual ability for non-market-based provisioning in turn hinges on access to essential
resources, including the means of production. The democratic and common ownership and
control of resources and provisioning systems would be essential to ensure their
independence from capital. If essential goods and services were in common hands with
guaranteed, gratuitous access for all, capital’s power to both command labour and the
means of production would be greatly reduced. UBS could thus make a strong contribution
to decommodification of essential parts of the economy and create deeper systemic change.
The collective way of provisioning could contribute to the alteration of social relations more
generally as it would bring together different interest groups, including, residents, service
users, front-line workers and experts. This could potentially reduce alienation from the
processes and products of one’s labour as well as from each other which is a key aspect of
systemic transformation which Degrowth should embrace more strongly (Brownhill,
Turner, and Kaara 2012). Community bonds and solidarity could be strengthened as people
come together to collectively design and provide services, developing ‘experience of shared

needs and collective responsibility’ (Coote and Percy 2020, 45).

Participatory governance of UBS at different levels would keep the state’s power in check,
thus reducing some of the dependencies that arise with regard to WTR or UBI, even if not
eliminating them. Similarly, because UBS involves the establishment of more complex
governing structures it may prove more challenging than mere state provision.
Participation will require people’s time and resources (Kratzwald 2012). While UBS would
reduce dependence on wage labour (and credit) to fulfil the basic needs and thus, free up

time, this transition would have to be organised. There would have to be mechanisms to
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ensure people do have enough time to participate, that contributions are organised in a just
manner, also considering differential abilities, and that people do indeed get involved.
Moreover, the presence and participation of skilled people to ensure high-quality services
will have to be managed. These challenges may not be impossible to solve. Yet, if not left to

‘the market), alternative forms of planning and organising are needed.

Many questions concerning the relationship between UBS and the rest of ‘the economy’
emerge, e.g. how exchanges between these spheres would be organised as they would follow
very different logics. While (and because) UBS would challenge the dominance of the
capitalist mode of provisioning it simultaneously carries a number of challenges which are
not trivial. This concerns the restructuring of capital in the transition to UBS as commercial
providers of any good or service that would be covered by UBS would face severe challenges
as demand for their services would be likely to decrease. The current organisation and
control of the resources, processes and firms related to construction of (public) housing,
transport (and other) infrastructure, or agriculture are cases in point. In order to avoid
bankruptcies, unemployment and other repercussions these knock-on effects would have
to be addressed at the same time. Similar consideration apply with regard to IBC.
Financialisation has involved public services and turned health, water, and energy provision
into financial assets. UBS would represent a radical break with this development, carrying
risk of financial vagaries. As in the case of fossil assets, foregone market valuation will lose
its validity, thus potentially leading to asset stranding. Developing ways of devaluation

proves important yet another time around.

As with other schemes for collective, democratic action, it cannot be assumed away that the
participatory organisation of provisioning immediately functioned without frictions,
imbalances and conflicts. Failure to address these issues may lead to disruption in adequate
provisioning of essential goods and services. Alongside the direct social effects, this may
undermine support for the wider process of transformation. Considering the potential of
UBS to cater for well-being and environmental sustainability as well as challenge the
dominant growth- and profit-oriented production of essential goods and services, DG/PG
should emphasise the development of more concrete proposals and mechanisms for equal,

unconditional and sustainable provisioning.

7.3 Democratising property ownership and governance

Different and new forms of ownership and control of resources and organisations are a final
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component of the DG/PG agenda. Two strands dominate the debate, firstly, the expansion
of the commons and, secondly, greater democratisation of firms. (Cosme, Santos, and
O’Neill 2017; van Griethuysen 2012; Helfrich and Bollier 2015; Parrique 2019; Schmelzer and
Vetter 2019; Varvarousis and Kallis 2017). The following section introduces these

components individually but evaluates them together as they share fundamental aspects.

7.3.1 The commons

A ‘commons is a regime for managing common-pool resources that eschews individual
property rights and State control. It relies instead on common property arrangements that
tend to be self-organized and enforced in complex, idiosyncratic social ways’ (Bollier and
Weston 2012; Scherhorn 2012). Thus, a thing or resource is not a commons per se but can be
turned into a commons through the specific agreement regarding its use, management and
control. The term ‘commoning’ captures the procedural nature of the commons. While
much research into the commons concerns natural resource governance, DG/PG discusses
it also, and primarily, as an alternative mode of organising economic processes, including

the means of production (cf. Schmelzer and Vetter 2019).

Managing knowledge and information as a (global) digital commons is one central area.
Existing examples include the free collaborative online encyclopaedia Wikipedia or open-
source software such as Linux (Fuster Morell 2015; Kostakis et al. 2018). Governing essential
goods and services as a commons is seen as a means to guarantee their provision
independently of individual monetary income and economic growth. Commons principles
are also suggested for organising production in an equitable, participatory and sustainable
manner (Kostakis et al. 2018; Robra, Heikkurinen, and Nesterova 2020; Schmelzer and
Vetter 2019). ‘Commons-based peer production’ is seen as ‘a new modality of organizing
production: radically decentralized, collaborative, and non-proprietary; based on sharing
resources and outputs among widely distributed, loosely connected individuals who
cooperate with each other without relying on either market signals or managerial
commands’ (Benkler 2006, 60). Community-supported agriculture is one popular example
which includes arrangements between farmers, employees and consumers to facilitate
agricultural production based on solidarity principles, often with regard to environmental

criteria.

The ‘design global, manufacture local’ (DGML) model is advanced to counter some

(potential) weaknesses of localised and decentralised projects of commons-based peer
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production: ‘because of their local focus: they have loose connections with each other; they
do not produce a global commons; and thus they fail to contribute to the formation of a
global counter-power’ (Kostakis et al. 2015, 132). DGML envisions the combination of design
and development of digital commons at a global level with localised infrastructures of
production and resource use. In that way, technologies could be developed in a collaborative
and open way to then facilitate decentralised production in line with local conditions

(Kostakis et al. 2018).

As each commons regime is specific to its context there is no blueprint for their elaboration.
Concrete measures to support the establishment of a commons include legislation,
regulation and mechanisms to establish enabling conditions. Although commons are not
themselves governed by law, national or international legislation can support their
formation. Legal recognition of the commons and other forms of collective organisation(s),
property or possession would ease their creation and safeguard their existence, thereby
eliminating one risk factor for their establishment. Moreover, law can determine what
‘rights, duties and obligations’ come along with holding certain property titles, and thereby
steer proprietors into social and ecological governance (van Griethuysen 2012, 265, 267).
Laws can also set limits on what can be considered private property and for how long and
thereby help shift the property regime towards greater common rather than private
ownership. An enabling environment could also support the establishment of a commons.
This might involve the provision of infrastructure for communication and exchange
between commoners; establishing monitoring systems; making available necessary
information; and the establishment of dedicated trusts to manage the respective commons
on behalf of the commoners, e.g. an ‘Earth Atmospheric Trust’ to deal with the remaining

carbon budget (Bollier and Weston 2012).

The foundational principles of the commons deem them conducive to a social-ecological
reorientation of the economic system by virtue of their foundational principles. The
processes through which the commons are established and governed could catalyse values
and behaviour conducive to DG/PG. Shared ownership, use and responsibility and
democratic self-organisation are vital for both DG/PG and for commoning (Kostakis 2018).
As the commons can operate independently of nation states and competitive, monetised
markets they would allow release from the competitive pressure to pursue growth and profit
(Helfrich and Bollier 2015; Schmelzer and Vetter 2019). Additionally, re-localisation, shared

use of goods and resources and a focus on need satisfaction rather than need creation would
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reduce environmental impact. DGML focuses on localised resources and infrastructure for
production, recycling and stronger on-demand orientation and so would represent a
low(er-)-impact model of production (Kostakis et al. 2018). The participatory and
democratic ownership and control of resources and processes is also seen as conducive to
ensuring equal and needs oriented provisioning and use. Taking resources out of private
ownership and bringing them under common possession and control would reduce
inequalities in property ownership and related power, be it over data, land or the
atmosphere. Commoning implies greater public, rather than private, wealth so that access
to, and benefit from respective commons would be distributed more equally (Helfrich and

Bollier 2015).

7.3.2 Democratising organisations

Strengthening alternative models of ownership and control at the organisational level is
another central element of DG/PG. Examples include cooperatives (worker, consumer,
retail), social, solidarity and not-for-profit enterprises, ‘mutual benefit and insurance
societies, foundations and various non-profit organizations’ (Sekulova et al. 2013, 2; also
(Alexander 2012; Hinton 2021; Jackson 2009; Johanisova, Crabtree, and Fratikova 2013;

Johanisova, Surifiach Padilla, and Parry 2015).

Similar to the commons, cooperative ownership could contribute to a more equitable and
environmentally sustainable organisation of the economy due to their greater ability to
escape the logic of growth and profit. Collective firm ownership is considered one condition
for an economy without growth because it would ‘would abolish the capital-labour
relationship at the firm level and help to abolish profits in the search for reinvestment
opportunities’ (Lange 2018, 423). Profits would disappear because ‘the entire value product
is distributed as wages [and][...] wages are entirely spent on consumption goods’ (Lange
2018, 416-417). The absence of a surplus to be reinvested would exclude the possibility for
its reinvestment, and thus profit and growth. Growth pressure would also be reduced by the
existence of cooperative shares which did not rise in value alongside the organisation’s
growth (Johanisova, Surifiach Padilla, and Parry 2015). Self-determination of workers and
the absence of accountability to investors or shareholders would further diminish pressures
to increase profit. Instead, other goals could be prioritised, e.g. good working conditions as
well as usefulness and environmental sustainability of production. Positive experiences of
cooperation and participation at work, may also encourage individuals to change

behaviours in other spheres of life (Antal and van den Bergh 2013; Johanisova, Surifiach
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Padilla, and Parry 2015; Kallis 2018; Paech 2012; Schmelzer and Vetter 2019).

Beyond the effects of collective ownership itself, such organisations would also tend to fulfil
certain characteristics that are considered conducive to DG/PG, namely limited size, locally
anchored and oriented towards sustainability and need satisfaction rather than profit. Not-
for-profit organisations would be able to prioritise social and environmental concerns over
profit and be less pressured to adopt environmentally and socially harmful practices that
allow profits to grow (Hinton 2021; Hinton and Macluran 2017). Limited firm size would
counteract economies of scale which often underpin growth in productivity and output, and
related environmental harm. It would simultaneously limit the power of individual entities
and prevent monopoly positions (Lange 2018; Parrique 2020). Businesses with limited
geographic scale would further strengthen local and regional economic structures and
reduce transport-related environmental impact (Antal and van den Bergh 2013).
Cooperatives would benefit from having limited numbers of employees which would enable
democratic participatory processes that require time and interaction among its members

(Parrique 2020).

Several practical interventions are proposed to enhance the democratisation of firms or the
set-up of new cooperatives. As with the commons, legislative changes may help the growth
of such organisations. Establishing these kinds of organisations is currently hindered by
their lack of legal recognition, and so recognising new legal forms would be beneficial.
Additionally, a legislative change to grant workers the right to take over a firm when there
is the risk of closure could also help establish (worker) cooperatives (Schmelzer and Vetter
2019). Inclusive ownership funds can be a tool to turn existing businesses into cooperatives

by transferring ownership titles from shareholders to workers (Parrique 2020).

Differential taxation depending on quantitative and qualitative features of an organisation
could support organisations with desirable characteristics and constrain undesirable ones
(Alexander 2012). A system of progressive taxation of profits is proposed to keep the size of
companies in check (Parrique 2020). Moreover, tax credits on income or wealth could be
granted to people investing in democratic and social-ecological firms. Funds dedicated to
cooperative and social-ecologically viable organisations are another means via which their
development could be supported. Mission-oriented banks could also play a role by offering
better lending conditions and advice for these institutions (Alexander 2012; Felber 2015;

Parrique 2020; Schmelzer and Vetter 2019). Other forms of investment guidance could be
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imposed to change organisations and their patterns of production (Jackson 2017; Schmelzer
and Passadakis 2011). Beyond financial support, these organisations would benefit from
preferential treatment in public procurement as it would ensure purchase of their products
and thereby reduce their need to compete in the market. Changing procurement criteria
may itself require legislative changes as governments are currently often forced to employ

the cheapest bidder (Felber 2015; Parrique 2020; Schmelzer and Vetter 2019).

Thus far, the evaluation of DG/PG policies has identified democratic, public, and common
forms of ownership and control over essential resources as a vital element of a
transformation of the economic system. Commons principles and democratic firm
ownership resonate with several directions of change envisioned by DG/PG. By the same
token, there exist formidable caveats for their implementation. Moreover, potential adverse
corollaries in terms of ecology, equality and stability require attention. Although it appears
intuitive that forms of democratic ownership and governance which involve multiple (non-
profit) agents would lead to stronger consideration of environmental and social impacts,
this is not automatic in the adoption of such practices (Robra, Heikkurinen, and Nesterova
2020; Kostakis et al. 2018). Democratic and participatory institutions at the local or regional
level may well be in conflict with national or global ambitions, e.g. resource limits or CO,
budget (Gunderson et al. 2018; Kunze and Becker 2015). To ensure compliance with
environmental and social targets, they will have to be explicitly integrated into the specific
scheme. A decisive point is that of time. In light of the urgency and scope of the climate
crisis these processes may not be fast and comprehensive enough to prevent global warming
beyond 1.5°C. Social and ecological minima and maxima could set the framework within
which commoning or cooperatives could move. Based on Kapp (1965, 1972), Van
Griethuysen (2012, 267) proposes a 'multi-step institutional procedure’ to align economic
activity with social targets and ecological limits. The emerging debate over consumption
corridors (Fuchs 2021; Gough 2020) or the ‘Doughnut economy’ (Raworth 2017) are other

approaches that DG/PG could draw upon to advance schemes for this purpose.

The ambition of comprehensively tackling inequality warrants first, collective ownership at
a large scale, and second, the simultaneous consideration of other dimensions of inequality,
e.g in income and wealth. Commoning may indirectly lower economic inequalities because
limits to private property would limit its capitalisation and respective revenue streams. Yet,
more direct measures may be desirable. Addressing inequalities and other dimensions of

oppression and discrimination, e.g. based on gender or race, also require targeted efforts.
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One decisive transformative potential of commoning and collectivisation at sufficient scale
is the weakening - and potential abrogation - of the fundamental inequality underpinning
the capitalist system: that between those who own the means of production and those who

do not.

As the unequal distribution of ownership and control over essential resources constitutes a
fundamental pillar of capitalist economies, their democratisation represents a key lever for
change at a systemic level (De Angelis 2017; Euler 2019). A redistribution of ownership and
control could weaken the power of capital in its different forms as they all rely on privately
held, and unequally distributed, property and assets. Democratisation would reduce the
power of industrial capital to command labour and resources and organise economic
production in the interest of profit and growth. It could drive a wedge into ‘[t]he circular and
cumulative causation that relates the two processes of commodification and capitalisation
- the more resources that are appropriated, the larger the basis for capitalisation' (van
Griethuysen 2012, 263). Common ownership of land, natural resources, data, technology,
and knowledge would also curb opportunities for rent extraction because access would not
depend on monetary payments. As property (titles) underpin the expansion of IBC, limits
to private property ownership could equally curtail its scope. Mortgage-backed securities
are one example. This would also reduce growth pressures arising from related debt and

interest payments (van Griethuysen 2012).

Furthermore, common ownership and governance of resources could lessen dependence on
both wage labour and credit if they allowed for need satisfaction. It could concurrently
increase the power of workers and people and thus facilitate a more egalitarian and just
organisation of production, distribution and consumption. Greater participation and say in
economic processes and decisions could weaken various kinds of alienation. The
connection of producers and consumers under commons-based peer production is one
example. Wider economic democratisation could help reduce competition, thereby
weakening the pressure to adopt socially or environmentally adverse practices. This could
include the reorientation of technological change, amount of work and types and quantity
of products towards equitable need satisfaction and sustainability. Democratisation of
ownership and control could thereby counter and reverse several capitalist tendencies,
including the concentration and centralisation of capital, further enclosures,

commodification, acceleration and economic growth (cf. Gerber and Gerber 2017).
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The power of democratising ownership and control over essential resources to transform
the economy simultaneously render it a pivotal area for a social-ecological transformation
of the economy. Within DG/PG economics, it is the authors who scrutinise core capitalist
institutions which identify the centrality of ownership and control of essential resources for
economic transformation (cf. Euler 2019; Gerber and Gerber 2017; van Griethuysen 2012).
In view of the transformative potential of such shifts, these approaches need to be
strengthened within DG/PG. This includes the scrutiny of challenges and practical
implications of implementing such proposals. More concrete elaborations are required for
how to gain and organise ownership and control over the means of production on a greater

scale, and how to re-organise production and distribution accordingly.

On an organisational level, proposals for inclusive ownership funds or acquisition of public
equity stakes go in this direction but primarily target ownership titles. For full autonomy,
control over the actual physical inputs and infrastructure is also necessary. Commons-
based peer production requires access and control over respective resources in the first
place, e.g. land in the case of community-supported agriculture. For local or firm-level
processes to lead to system-wide impact mechanisms for their coordination and pooling
would be required. This involves worker organisation on a global scale but also workers in
non-standard work arrangements, e.g. the gig economy. The role of trade unions and other
forms of labour organisation has to be reassessed in that light. There are few proposals for
how worker organisation would look in 21* century globalised capitalism, and this presents

an important research gap to be filled within DG/PG economics.

A further challenge is the economic survival of organisations acting in a competitive profit-
driven system. Despite social or ecological ambition, it may be hard, or even impossible, for
individual entities to renounce the pursuit of cheap raw materials for production, or output
growth if survival hinges on generation of profit (cf. Lange 2018; Sekulova et al. 2013; Hinton
2017). Although the establishment of mutual support structures may be one way to weaken
pressures of the economic system, they do not eliminate them.”” Allowing for profit and
growth independence of firms calls for changes to the wider economic environment.
Alternative social-ecological monetary and financial arrangements, monetary-fiscal
coordination, direct government financing and public procurement could offer alternative

sources of funding with preference to democratic and sustainable organisations (Alexander

77 The Mietshduser Syndikat is an example of a network of housing projects which decrease their
dependence on financial markets by sharing knowledge and financial resources (cf. Hurlin 2019).
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2012; Felber 2015; Parrique 2020). They would simultaneously diminish organisations’

reliance on interest-bearing credit and, therefore, one driver of economic growth.

Another practical consideration concerns the smoothness of the transition process. Shifting
from top-down management to democratic deliberation may create ruptures at different
levels. The state may struggle to directly run a firm or sector that has been in the hands of
private entities for decades. Certain sectors may experience shortages if required inputs are
governed as commons. While such scenarios should not lead to the renunciation of
democratisation efforts they still have to be taken seriously. A naive idealisation of what,
how fast and how public, collective and democratic institutions can deliver should be
avoided in order to prevent disruptions in the transition from one ownership regime to
another. For democratisation processes to have systemic impact they would have to

encompass substantial parts of resources and organisations in the economy.

Crucially, and somewhat surprisingly, there are practical proposals for dealing with these
manifold challenges within DG/PG. This includes mechanisms for both the process of
transferring ownership and the subsequent reorganisation at a sectoral and
macroeconomic level. Although it is in the nature of the commons that there is not 'one-
size-fits-all' this simultaneously makes it challenging to conceive how exactly such
processes would look. This is particularly relevant in the case of global commons since a
number of basic preconditions for common governance are hard to meet at higher
geographical levels, e.g. universal participation (Ostrom 1990). Ostrom’s (2010) elaboration
of polycentric systems to address climate change can be taken as inspiration for other cases
that require collective action at a global level. The harmonisation of different dimensions
and scales necessitates adequate processes. More in-depth proposals for multi-level forms

of governance are needed (cf. Hayha et al. 2016).

Calls for the expropriation and subsequent nationalisation or socialisation exist for
corporations of specific size and type, e.g. joint-stock companies, as well as for specific
sectors such as the fossil industry. Yet, concrete proposals for this process are lacking
(Schmelzer and Vetter 2019). DG/PG could explore more closely existing proposals for
socialisation processes at the different levels. The establishment of democratically
controlled 'society-wide wealth funds [...]', [or] 'community and sector ownership funds'
could be explored (Gowan and Lawrence 2019). For land, in particular, there are ideas for a

'Common Ground Trust' (Grey et al. 2019), or ‘Urban Land Trust’ (Lansley, McCann, and



155

Schifferes 2018). With regard to the re-organisation of public services, it would be

worthwhile to connect the commons debate with that over UBS.

The democratisation and simultaneous social-ecological re-orientation of production and
distribution in a globally interconnected economy is particularly difficult issue. The barriers
to such far-reaching transformation are formidable and include macroeconomic and
politico-economic challenges. Although commons can, in principle, operate independently
of nation states and markets, their establishment would still have to happen in the context
of global capitalism (and nation states). Capital's continued power would challenge their
independent governance. Dynamics of expansion and enclosures, for instance, are likely to
put pressure on them. Relations between a commons, such as a natural resource, and the
capitalist economy will have to be figured out, in particular in the transition process and
when concerning different geographical and political levels (cf. Cumbers 2015).
Furthermore, major opposition is to be expected from those economic agents who would
lose (claims on) property in that process, including large corporations and wealthy

individuals. The risk for capital flight and offshoring re-emerges.

DGML is the only more specific approach that addresses the connections between local and
global processes in more practical terms. It is particularly interesting because it could
contribute to strengthening economies in the Global South. Similarly, re-localisation and
re- or on-shoring of manufacturing to high-income countries mayj, at least in the short run,
have adverse effects for current producers, including economic slumps, firm closures and
unemployment. The need to design and couple national interventions in high-income
countries with transformations in the global economic and monetary order becomes
apparent once over. This includes the creation of policy space for countries in the Global

South as well as support in their autonomous economic trajectory.

The positive view of legislative changes to support commoning and democratisation must
be put in perspective. While legal rearrangements can support the establishment of
common or public ownership they can also impair it. For the state and other institutions to
fulfil a supportive function would require them to take the role of a 'partner state' or ‘partner
institutions' (Bauwens, Kostakis, and Pazaitis 2019, 41ff.). However, in the current system,
states tend to secure property rights in the interests of capital. Changing laws and
regulation in a direction conducive to more democratic forms of ownership will therefore

simultaneously require challenging state-capital relations.



To conclude, the question of "'What economic democracy for degrowth?' has been posed but
not yet sufficiently answered (Boillat, Gerber, and Funes-Monzote 2012). This shortcoming
is to be urgently addressed. For that purpose, existing concepts for democratic
macroeconomic organisation could be scrutinised more closely, e.g. ‘Participatory
Economy’ (Hahnel 2021), ‘participatory democratic social planning’ (Adaman and Devine
2017)" or ‘computerised central planning’ (Cockshott and Cottrell 1993; Cottrell and
Cockshott 2008; cf. Légault 2021). Commoning of data and technology may be an essential
component to solve some of the technical challenges related to large-scale democratic
coordination macro planning, such as fast processing large amounts of information.
Exploring possibilities of democratic, social ecological coordination at macroeconomic
scale is one avenue DG/PG should pursue further (Durand and Keucheyan 2019, 2020;

Piketty 2020).

8 Conclusion and outlook

The interconnected social-ecological crises at the current historical juncture represent one
of the greatest challenges in human history. Current trajectories of global temperatures and
related climate change point to states beyond experience and adaptive capacity of the
human species. The scale of GHG emission reductions in the coming decade(s) necessary
to keep ‘the Earth within a “safe operating space” are of unprecedented scale (Burke et al.
2018, 13288). At the same time, rising inequality and persistent poverty demand urgent
action. Tackling these challenges will require a profound and rapid transformation in the

organisation of social provisioning on a global scale.

The specific contribution of this PhD thesis in this effort consists in the assessment of
DG/PG proposals in light of an analysis of 21* century capitalism from the ground up. By
identifying tendencies and dependencies of capitalist economies and the ways in which
they contribute to both environmental degradation and inequality, it aims to provide
guidance in the analysis and design of transformative policy proposals. A sound analysis
of the system in place and the courage and vision to think beyond it are deemed essential
elements of an economics for the urgently needed social-ecological transformation of the

economy and economics. The aim of this final chapter is to highlight a number of issues
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that this thesis could not satisfactorily address, present the main insights it can offer and,

on that basis, formulate avenues for future research.

Despite, and due to, its scope, this thesis has not been able to explore all aspects relevant
for this admittedly complex task. While expressing the need to analyse the variegated
forms of capitalist economies in different contexts it has not been possible to sufficiently
account for the diversity between countries and regions. There are vast differences
between countries in the Global North and South as well as within countries. In particular,
the decisive role of China in changing patterns of the global economy, inequality and
environmental degradation has been insufficiently dealt with (Xue, Arler, and Naess 2011).
Accounting in greater detail for these variegated patterns will be vital to understand the
dynamics of global capitalism better and to conceive solutions to the social-ecological

crisis that account for these inequities.

Specification is also required with regard to the agents of DG/PG. This thesis falls short in
spelling out how and by whom a social-ecological transformation could be brought about
in practice. This concerns ‘the state’ and the institutions, agents and processes that
constitute it. As the implementation of any policy measure requires political enforcement
this is a decisive area of further research (D’Alisa and Kallis 2020). The same applies to a
more detailed analysis of class. Although this thesis has discussed the fundamental divide
between capital and labour as well as the role of different fractions of capital it has not
elaborated at length on the implications for transformation. The ‘capitalocentric’ approach
chosen has come at the cost of a more nuanced analysis of labour’s global organisation at
the current historical juncture. This thesis therefore supports the view that DG/PG would
benefit from ‘bringing class analysis’ (back) into the exploration of potential pathways for
transformation (Leonardi 2019). By the same token, analysis of actors should encompass
the whole spectrum of actors and potential alliances, including but not limited to trade
unions, social movements, parties and firms (cf. Barca and Leonardi 2018; D’Alisa,
Demaria, and Cattaneo 2013; D’Alisa and Kallis 2020; Eversberg and Schmelzer 2018; Robra,
Heikkurinen, and Nesterova 2020). This also includes potential alliances between and
across regions. While this thesis highlights some of the potential repercussions of DG/PG
in the Global South they warrant more research. Literatures on imperialism, (post-
)colonialism, and (post-) development, within and beyond Marxian Political Economy,
demand consideration. The same holds for feminist and intersectional perspectives on the

economy and its potential transformation. A further area that could only be dealt with in



158

a preliminary manner is capital’s continued global restructuring. The issue of
‘rentierisation’ and its relation to financialisation is one essential aspect thereof that needs
deeper scrutiny. The implications of the Covid-19 pandemic on capital and capital-state

relations will also have to be explored.

Regarding specific policy areas, this thesis has been able to identify important gaps and
point to existing literature and debates that could help fill them. Yet, their concrete
elaboration remains to be done. This concerns in particular alternative models of
ownership, social-ecological and democratic macroeconomic coordination, as well as
(global) reforms of money and finance, including potential processes of ‘definancialisation’
(Hofferberth 2019). These and other gaps demand attention for the further elaboration of
economic theory and policy capable of addressing the current social and ecological crises.
This thesis needs to be understood as one part of a wider past and future research agenda

for social-ecological transformation.

In order for economics to be a viable part of this process the discipline itself requires
transformation. The theoretical and methodological orientation that has consolidated as
mainstream economics in the last decades has left the discipline unfit for that purpose.
What has happened to economics as ‘revolutionary intellectual effort’ conjured by Baran’s
quote at the beginning of this thesis? Both the ‘marginalist’ and ‘formalist revolution” have
contributed to its narrowing in substantive, theoretical and methodological terms while
the latest ‘phase of economics imperialism as a revolution in thought’ has even extended
these principles to other social sciences (Fine and Milonakis 2009, 115). These developments
have counteracted a comprehensive analysis of the social and environmental ruptures
caused by the economic system itself, not to speak of their prevention. In view of the
multiple aggravating crises, the time is ripe for a social-ecological revolution both of the
economy and economics (cf. Spash 2020a). This thesis hopes to have made a contribution

to this effort.

Against the backdrop of the assessment of the current ecological and social crises and the
failings of the neoclassical mainstream to adequately address them (Chapter 1) this thesis
scrutinises the emerging field of DG/PG economics and its potential to remedy the
shortcomings of the former (Chapter 2). Contrary to most economic theories, DG/PG
economics puts the interconnected ecological and social crises characterising 21% century

capitalism front and centre. It criticises the continuing pursuit of economic growth on a
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planet with finite natural resources and carrying capacity and identifies the social shortfalls
of economic growth. DG/PG focuses on economies in the Global North as they have
historically benefited most of economic growth but also contributed most to the current
ecological crisis. In that light, it proposes respective economies ‘slow down by design, not
by disaster’ (Victor 2008). This involves not only the selective downscaling of economic
activity but a more general reorientation of the economic system from more to less (and
enough), from fast to slow, from brown to green and purple, and from private and unequally
distributed wealth to the ‘good life for all’ (O’Neill et al. 2018). Alongside simulations of the
possibility and viability of such a scenario a bouquet of policy interventions is advanced to

make it come true.

This thesis endorses the necessity for a fundamental transformation of the economic
system and the desirability of directions of change proposed by DG/PG. Yet, the critical
review of the current state of DG/PG economics (Chapter 2) reveals a number of
shortcomings and gaps in the field that warrant attention. Most crucially, DG/PG lacks a
comprehensive analysis of its proposals in light of the capitalist economic system at the
current historical juncture. This encompasses the consideration of its constituent pillars,
the dynamics to which they give rise and its contemporary forms, namely globalisation,
financialisation and rentierism. By offering an elaboration of the capitalist system from
the ground up, this thesis seeks to fill this gap. Chapter 4 outlines key capitalist institutions
and relations at the most abstract level, including the specific ways in which work, and
how the production and distribution of goods and services are organised in capitalist
economies. Chapter 5 focuses on the tendencies to which this set-up gives rise as well as
the specific configuration of capital on a global scale. Figure I synthesises these insights.
By continuously pointing out the interconnections to ecological degradation and
inequality, their connections to the specific organisation of capitalist economies are
identified. This analysis thereby establishes the basis for the later assessment of DG/PG

proposals.

Although this thesis appreciates the contribution of modelling exercises in the exploration
of possible economic trajectories, it posits that an economics fit for the purpose of social-
ecological transformation needs to go beyond that. The theoretical and methodological
approach of this thesis is specifically tailored to first, establishing a sound understanding
of 21* century capitalist system and its connection to social-ecological crises and second,

evaluating DG/PG policies as solutions. For that purpose, it draws most heavily on Marxian
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Political Economy but also other heterodox schools of thought, including but not limited
to Ecological and Feminist Economics. Systematic dialectics as method allows locating,
and thence, explaining observations and information on the issue of concern - here, the
social-ecological crises of 21* century capitalism (cf. Fine 2010). Abstract concepts function
as guiding lines in the investigation and enable one to organise and comprehend data and

observations in relation to the system as a whole.

The characteristic features of this approach are deemed vital for an economics of social-
ecological transformation, including DG/PG. They include, first, the necessity for a
systemic understanding of the economy. This is essential to identify essential building
blocks and relations that give rise to dependencies as well as to locate ‘places to intervene
in the system’ (Meadows 1999). Second, systemic characteristics and dynamics need to be
comprehended both in the abstract and the concrete. The former helps grasping the basic
foundations and dynamics of the system. The latter is required to make sense of the
specific ways in which they play out in variegated ways at the current historical juncture.
Historical specificity and an understanding of the capitalist system as a global social
totality are pivotal therefor. The consolidation of neoclassical economics as mainstream
has implicated the marginalisation of approaches that account for these elements. This
thesis argues that an economics fit for purpose for tackling contemporary social-ecological
crises needs to involve a theoretical and methodological reorientation. DG/PG economics
would benefit from drawing more extensively on the rich heterodox economic tradition,

including but not limited to Marxian Political Economy.

Which insights are then gained by analysing DG/PG proposals through such a lens? Firstly,
it becomes clear that contemporary crises have their roots in the specific set-up of
capitalist economies. Commodity production in search of profit is inherently expansive
and sets in motion tendencies that provoke a ‘metabolic rift’ (Foster and Burkett 2016).
The increase of inequality in the last decades, then, is connected to the specific
reconfiguration of capitalism in that period, including globalisation and financialisation.
By the same token, it is vital to acknowledge that regardless of periodic rises and falls,
capitalism rests on one fundamental inequality, that between those who own and control
the means of production and those who do not. Continuing enclosures and

commodification are tendencies that maintain this divide.
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This analysis leads to a second conclusion: Tackling the roots of the ecological crisis and
inequality warrants a transformation of the economic system from the ground up. The
systemic dependencies on wages, growth and profit emerge as key obstacles to the
necessary social-ecological transformation of the system. Financialisation has heightened
dependence on debt in the economy which acts as an additional compulsive force. These
dependencies render change by individual entities hard to impossible and need to be
dismantled to reorient the economy towards ‘the good life for all within planetary

boundaries’ (O’Neill et al. 2018).

Thirdly, the analysis of capitalism’s contemporary forms raises several important
considerations. Globalisation has led to the increasing integration of production,
consumption and patterns of profit-making on a world scale. This concurrent
interconnectedness and capital’s global mobility renders a social-ecological
transformation in one country highly difficult. Potential repercussions of DG/PG in the
Global North on other world regions need to be anticipated. The same holds for capital’s
reactions to such a transformation programme, including offshoring and capital flight.
Financialisation has heightened the power of financial imperatives and institutions which
increasingly submit social provisioning to the logic of IBC and impair countries’ policy
space. As rentierism feeds on the exclusion of the public from essential resources, it
represents a formidable barrier to social-ecological transformation. DG/PG must pay
closer attention to the reconfigurations of capital on a world scale to pre-empt adverse

repercussions.

DG/PG’s stronger engagement with the analysis of contemporary capitalism is also
required because it can itself be understood as an agenda for systemic transformation. The
directions of change envisioned by DG/PG are in direct contrast to the fundamental
tendencies of the capitalist system. Downscaling, deceleration, public and equally
distributed wealth, orientation towards need satisfaction within planetary boundaries are
diametrically opposed to infinite economic growth, acceleration, private and unequal
ownership of essential resources and the relentless drive for profit. Such systemic shifts
may not only be met with opposition by those benefiting of the current set-up but prove
extremely challenging in practical terms. Breaking with systemic building blocks and
dependencies without major disruptions is a formidable task. A sound analysis of the

system in place is a prerequisite to live up to it.
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The assessment of DG/PG policy proposals against the backdrop of the previously
established theoretical framework sheds light on the differences in their transformative
power, in terms of directly tackling environmental degradation and inequality as well as
in bringing about deeper systemic change. By envisioning provisioning of essential goods
and services in a sufficiency-oriented, collective, democratic and non-monetary and non-
market manner, UBS represents a profound break with the current approach to need
satisfaction. As it regards a substantial and essential part of the economy, this could
provoke a major alteration of provisioning at a more general level, including the
decommodification of essential goods and services. Environmental impact and equal
access being central pillars of the scheme renders it conducive to alleviating important
elements of the social-ecological crisis. Ensuring that social targets and ecological limits
are respected requires their explicit consideration. Guaranteed satisfaction of basic needs
would reduce people’s wage dependence and thereby eliminate one compulsive force of

the capitalist system. It could contribute to decommodify labour (power) itself.

The same is true for UBI. The fact that wage dependence is replaced by payments from the
state bears scrutiny. Preventing new patterns of dependency may require democratisation
of the state, including the respective monetary regime. While UBI could play an important
role in securing people’s livelihoods and liberating time for non-wage activities, it leaves
actual production and consumption of goods and services to the market. Therefore, there
is no direct control over its social orientation or environmental impact. To prevent the
continuation of destructive production patterns and potentially adverse environmental
effects due to unsustainable time use, UBI would demand complementary measures to
rein in the ecological crisis. Thus, in terms of environmental protection, democracy and
deeper systemic transformation, UBS goes further and intervenes more directly than UBI.
For UBS to unfold its transformative impact, it would be essential to not only democratise
decision-making processes, but also ownership of the resources and infrastructure

required for production and distribution of the respective services.

Proposals for commoning of essential resources and productive processes are key in that
regard. They offer not only visions for public ownership, but also of entirely different
modes of governance of common goods. Due to the very nature of the commons, there are
no blueprints for their implementation. While such an approach accounts for contextual
specificities of a commons, it simultaneously makes it more challenging to perceive how

such a process could be implemented against systemic pressures. DG/PG would benefit
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from exploring these possibilities in greater depth. More concrete proposals exist with
regard to alternative, democratic forms of organisations. However, for changes at the
micro level to unfold wider impact, they would have to be coordinated and connected.
The system’s dependencies represent strong barriers to such upscaling, including
competitive pressure to make profit to stay in the market as well as people’s continued
dependence on monetary income to secure their livelihoods. Weakening these
dependencies, e.g. through alternative sources of funding and securing access to essential
goods and services, would hence be pivotal. In the case of both the commons and
democratic organisations, compliance with environmental limits and social targets would
have to be built into the respective framework or organisation. Mechanisms for
harmonising decisions and processes at different scales would be necessary for that

purpose and necessitate more attention within DG/PG.

Interestingly, processes of nationalisation and socialisation of resources and infrastructure
are rather scarce in DG/PG. Given the crucial role of private and unequal ownership of key
resources in the capitalist system, DG/PG should explore more extensively the panoply of
possible public and common forms of ownership and governance. In that undertaking, it
could draw on existing research and real-world experience. The same holds for the actual
re-configuration of production, distribution and consumption in the economy. Despite its
ambition for comprehensive social-ecological transformation, there exist surprisingly few
concrete proposals for how such reorganisation could look like at the macroeconomic
level. This is a severe shortcoming. While ‘planning’ may be an anathema in economics
and raises red flags in public policy discourse, some kind of larger scale coordination will
be needed to align environmental limits and social targets in a democratic manner. This
also applies to proposals for the reorganisation of work. Working time reduction and
concurrent work-sharing appear not only as socially desirable interventions but also have
the power to reduce growth dependencies. By the same token, avoiding macroeconomic
disruptions or adverse environmental and social effects begs some process to share work

in a fair manner.

Despite the necessity to transform the economic system, some interventions are simply
necessary to prevent runaway climate change or inequality. Alongside the downscaling
and phase-out of certain industries, absolute caps of GHG emissions, resource extraction
and use are a prime example. While not directly altering the social relations underpinning

the economic system, such measures would still affect the system’s functioning. The
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pessimistic outlook on decoupling of economic growth from GHG emissions and resource
use implies that absolute caps equate to limits to economic expansion in the pursuit of
profit — the fundamental logic of the system, M-C-M’. The distributive challenges to which
absolute limits give rise demand utmost attention. Without adequate consideration they
are likely to fall on people and regions that possess less power in the economic system,
first and foremost (paid and unpaid) workers and economies in the Global South. Potential
trade-offs between ecological and social interventions do not imply their outright
rejections but warrant adequate complementary interventions to forestall adverse effects.
Caps may not only be necessary at a macroeconomic or resource level but also for
individual consumption of certain goods and services. In view of its contribution to the
environmental crisis and extremely unequal distribution, stronger focus should be put on
ways to limit high-carbon luxury consumption. As with ‘planning’, ‘rationing’ may evoke
discomfort. Yet, current and historical inequities as well as the urgency of the climate crisis
render certain limits to consumption for high-income countries and individuals an

imperative.

Interestingly, taxation appears as somewhat of a panacea within DG/PG. Taxes are
proposed to limit GHG emissions or resource use, bring high-impact consumption down
or rein in financial speculation. Yet, unless tax rates are set at a very high level, effects of
taxes rely on concurrent behavioural changes in reaction to respective tax incentives.
Thus, they carry a substantial element of insecurity over the speed and scale of the
envisioned adjustments. Seeing the urgency to decrease GHG emissions as well as resource
extraction and use, and taking a precautionary approach, direct regulation seems more

adequate.

The same is true when it comes to reining in global finance. A financial transaction tax
may render certain transactions less profitable but may not achieve their cessation. Yet,
taxation should not be dismissed as a policy measure. Taxation of income, wealth and
inheritance could function as an important lever to achieve greater equality. Differential
taxation of firms’ profits could indeed be a means to constrain socially and ecologically
degrading activities and organisations and support those that are conducive to a social-
ecological reorientation of the economy. Finally, tax revenue could be used to finance
essential investments, at least in the transformation process. What holds for taxation also
applies to other policy interventions: their transformative impact depends on the specific

degree, scale and design. A wealth tax of 100% clearly has different implications than a rate
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of10%. Likewise, implementation at the global level promises greater systemic impact than

within one country.

The question of scale is pertinent with regard to all interventions. The ability for capital to
relocate, e.g. in reaction to stricter regulation and interventions deemed to hamper profits,
represents a real barrier to change within one country. Measures implemented at a global
level may hence prove vital. By the same token, any global intervention faces not only
practical hurdles but the challenge of accounting for the multiple forms of historic and
current inequities. Still, in view of the global interconnectedness of the economic system,
global capital mobility and its ability to continuously exploit unequal conditions in
different countries, leaving out the global level is not an option. DG/PG’s focus on national
interventions in the Global North has to be scrutinised from that angle. While
transformation is clearly necessary within high-income countries, this is not sufficient to
cater for environmental protection, equity and justice. Decreasing dependencies on global
capital and creating conditions for autonomous trajectories, particularly in the Global
South, demands an alteration of the global hierarchical monetary, financial system as well
as international trade relations. Proposals of that kind have not received sufficient

attention within DG/PG.

This applies to proposals for transforming money and finance more generally, including
the consideration of the multiple functions of money in the economy as well as the specific
challenges arising from financialisation. Both complicate monetary and financial
transformation - and render it an unavoidable necessity. The dependencies of
organisations and individuals on access to money and credit are huge barriers for
transformation, making measures to weaken these dependencies pivotal for DG/PG.
Bolstering public spending capacity is essential not only to solve the question of ‘how to
finance the transition’, but to gain control over the quantitative and qualitative structure
of the economy which is currently shaped by credit provision of commercial banks. PMC
is an important entry point in this area. This and other mechanisms should be explored
further in light of a comprehensive analysis of contemporary mechanisms of money

creation and the power and pressures of different institutions in that process.

All these considerations make clear: a transformation of 21* century capitalism fast and
comprehensive enough to avert ecological breakdown and tackling the multiple past and

present inequalities is a formidable task. Any measure that goes against the current
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system’s dynamics will not only require careful consideration to avoid instability and
disruption but is likely to be met with opposition. The entanglement of states and capital
create further barriers for progressive policy-making. Notwithstanding these and other
caveats, the realm of national and international policy is too decisive to be disregarded as
a lever for change. The power of policy-making must neither be dismissed nor idealised,
but ascribed its rightful place among the many possibilities to bring about change. It will
require DG/PG to engage more strongly with political strategy (D’Alisa and Kallis 2020).
Democratic grounding of these profound transformation processes is essential not only to
ensure voice and representation, but also to secure large-scale support for the respective
intervention and to counter potentially autocratic and fascist developments (Beeson 2010;

McCarthy 2019; Pirgmaier 2022).

A transformation of the scope and speed required to prevent ecological breakdown and
the aggravation of inequality hinges upon solidarity and cooperation on global scale. The
power of the current economic system makes it hard to imagine a fast and comprehensive
enough shift in course. One basic but powerful truth can inspire this process,

‘Ensemble nous sommes le monde et le systéme n'est rien’ (Keny Arkana)”®

78 ‘Together we are the world and the system is nothing’.
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