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Preface

This is a much needed book. It does not only fill an important research
gap, but essentially opens up a vast field for (macro-)economic analysis
and theory. Steffen Lange most elegantly visits many influential theoreti-
cal concepts in economics with his interest in the conditions for sustainable
zero-growth economies. Through his open and unideological approach, he
combines power-houses in the economics discipline with concepts that
were hitherto considered as heterodox or even outside the economic dis-
ciplines.

The particular strength of the book is its unideological and, in the best
sense of the word, academic approach to the different schools of thought
in the realm of economics. Integrating different approaches such as Neo-
classical, Keynesian and Marxian theories in the interest to understand
their contributions to the questions at hand makes the book pluralistic in
an outstanding way. Lange applies an interesting pluralistic method for
his synthesis of the different theoretical findings and contributions that
are at times complementary or conflictive.

The book is rigorous in its structure and its most systematic discus-
sion of each and every relevant theory. It is a good read and full of in-
teresting perspectives for anyone interested in macro-economic theories
of environmentally and socially sustainable zero-growth economies. Even
though some of the final results are highly demanding for the current po-
litical practice, they guide interesting ways of future political and societal
developments.

I hope that this thought-provoking milestone in the Degrowth-debate
finds many readers inside academia as well as in actual political and
societal practice.

Bernd Siebenhiiner (Oldenburg)
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Chapter 1
Introduction

Above all, there is an urgent need to develop a resilient and sustainable
macro-economy that is no longer predicated on relentless consumption
growth (Jackson, 2009b, p. 12).

The theme of this book is to provide a substantiated macroeconomic anal-
ysis of the conditions for sustainable economies without growth. There are
good reasons to investigate how high-income economies can be organized
without growth in the 21st century (1.1). The central question is not
only how economies can be organized without growth, but also how this
can be done in a sustainable manner (1.2). The present work investigates
this question by applying theories from three macroeconomic schools of
thought: neoclassical, Keynesian and Marxian (1.3).

1.1 Research Topic

The most prominent debate regarding an end of economic growth is on
how this growth affects the environment. There are two opposing views on
this issue. The first points out that further economic growth is compatible
with the required level of emission reductions. The basic argument is
that economic growth is growth in value (measured in GDP) rather than
growth of a material magnitude, resource use or even emissions. Therefore,
there is no categorical connection between economic growth and the state
of the environment. Sometimes it is also argued that economic growth
is necessary for environmental sustainability. The reasoning behind this
points out that investments in clean production are required to achieve
large reductions in emissions. Such investments also lead to economic
growth.!

Adversaries point out that continuous economic growth is incompatible
with environmental sustainability. The most common rationale argues
that it is technically infeasible to sufficiently decouple the two. Another
central point is that decoupling economic growth from one environmental
problem leads to other environmental problems.?

Empirical scenarios show that reductions in emission-intensities have

1 These and further key arguments of this perspective are summarized in

section 2.2.2.

2 Key arguments from this perspective are covered in section 2.2.3.
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to be of a tremendous magnitude, which would be without precedence
in economic history. One plausible, even obvious possible strategy is to
reduce — or at least stop increasing — the level of production. From this
perspective, it makes sense to investigate negative, zero or less economic
growth as one component of a strategy to remain within planetary bound-

aries:?

The conclusion shows that key climate targets are unlikely to be
reached if economic growth continues on a global scale. Therefore, even
a minimal consideration of the precautionary principle requires being
open to stringent climate policies that may result in low or even nega-
tive growth (Antal and van den Bergh, 2016, p. 7).

One possible objection to investigating economies without growth out of
regard for the environment is that economic growth should be seen as
having no importance: When the objective is to achieve environmental
sustainability, why talk about economic growth at all? Why not instead
determine which changes are needed for environmental sustainability and
implement them?*

There is a reason for discussing concepts for economies without growth
nonetheless, namely that environmental effects are not the only relevant
issue with regard to economic growth. The literature® presents multiple
arguments for an end of growth. Four reasons are — in addition to envi-
ronmental issues — central to the debate:

1. Economic growth is found to be insignificant for, or even detrimen-
tal to, social welfare. Studies on subjective well-being challenge the
positive connection between well-being and growth in consumption.
While it questions the significance of economic growth, this litera-
ture emphasizes the importance of low economic inequalities for high
levels of economic welfare.® Sociological and cultural studies find rela-
tions between diverse social and individual problems on the one hand

See section 2.2.5 for a more detailed discussion on decoupling from theo-
retical and empirical perspectives.

This position is often called a-growth. See section 3.2 for a discussion.
The discussion on economies without growth is grouped around four con-
cepts: steady state economies, originating from Herman Daly’s work in the
1970s; degrowth, with major contributions from the research group Re-
search and Degrowth; Anglophone contributions from the central authors
Tim Jackson and Peter Victor on prosperity and managing without growth;
and Postwachstum, advocated by a diverse group of German-speaking pro-
ponents. These concepts are discussed in detail in chapter 3.

This literature is discussed in more detail in section 2.1.3.
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and activities and attitudes related to economic growth on the other.”
From this point of view, organizing economies without growth has the
potential to improve social welfare.

. It is argued that economic growth is necessary for social and economic

stability within the existing economic system and its institutions. Eco-
nomic growth is related to several types of stabilities. First, growth
is regarded as necessary to prevent large-scale unemployment. As em-
ployment is important for individuals both economically as well as so-
cially, high unemployment constitutes a reason for social instability.®
Second, growth is also argued to be necessary for stability in society as
a whole because it appeases distributional conflicts between different
social groups.” Third, macroeconomic stability, in particular regard-
ing monetary aspects, supposedly depends on economic growth.!0 If
environmental policies lead to zero or negative growth rates, it is es-
sential to address these issues. In other words: When zero growth is
introduced due to environmental reasons, it is necessary to also ad-
dress how issues of social and economic stability can be taken into
account.

. Proponents of economies without growth argue that an end of eco-

nomic growth in early industrialized countries can contribute to al-
leviating global inequalities and injustices. One reason is the impact
on global climate change: Early industrialized countries bear a major
responsibility for climate change, while low-income countries suffer
disproportionately from the consequences. Reductions in the level of
production in the former could help to prevent climate change and
therefore reduce the consequences for the latter. Another reason re-
gards the access to global resources, i.e., mineral resources, agricul-
tural land, water, etc. Less demand by the global north would facilitate
access by the global south.!!

. A different set of research discusses whether the economies of early

industrialized countries are characterized by diminishing rates of eco-
nomic growth. If economic growth further declines in the future, it

These issues play important roles in existing concepts on economies without
growth, see chapter 3.

The relationship between economic growth and employment is an impor-
tant topic throughout this work. See in particular sections 3.6.5 and 22.6.
See section 3.4 for a further discussion.

See in particular section 3.6.7 and the discussions in part III.

This issue is particularly present in the debate on degrowth, see section
3.2.
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is necessary to start finding solutions now to the potential resulting
economic and social problems.!?

Discussions on economies without growth attempt to analyse and find
solutions to these (and sometimes additional) issues. In other words, they
discuss how economies can be organized so that they are environmentally
sustainable, facilitate a high level of social welfare, reduce or abolish global
inequalities and cope with the new situation of declining rates of economic
growth.!3 This has been attempted by other strands of literature as well.1
The unique feature of the discourse on economies without growth is that
economic growth is regarded as a connecting link between these issues.
More precisely, it is argued that an end of economic growth is regarded
as necessary or at least helpful to achieve these goals.

In principle, one could also investigate these issues without talking
about economic growth. One could study how the economy has to be
redesigned in order to be environmentally sustainable, lead to high social
welfare, be socially and economically stable, promote global justice and
cope with the circumstances that currently cause low growth rates in the
early industrialized countries. But such an analysis is in the very least
extremely challenging and maybe even impossible. This is because the
issues are so diverse and complex. A researcher would not know where to
begin with her analysis, as there are a countless number of possible sets
of conditions that could solve the problems.

The issue of economic growth constitutes an analytical link between
these issues that allows them to be connected. If the analyses are correct
that zero growth would help to achieve these environmental and social
goals, then it makes sense to link the issues via the aspect of zero growth.
In other words: The major motivation to investigate economies without
growth is to facilitate an integrated analysis of and combined solutions to
these issues.

Another motivation to question economic growth is that it facilitates
new analytical perspectives. Often discussions on these issues assume eco-
nomic growth (sometimes explicitly, sometimes implicitly) and try to find
solutions based on this assumption. Questioning economic growth triggers
new types of questions and opens up new combinations of solutions to the
issues. As Giorgos Kallis puts it:

See section 2.1.2 for a discussion on the empirical relevance and section 2.3

for theoretical explanations of declining growth rates.
13

14

These discussions are summarized in chapter 3.
A recent historical example are critical analyses of economic globalization,
which refer to a similar set of social and environmental problems.
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[The] persistence to defend degrowth is productive: it forces to research
questions that no one else asks. Sure, we can in theory use fewer ma-
terials; but then why do material footprints still grow? What would
work, social security, money, look like in an economy that contracts?
One who is convinced of green growth won’t ask these questions (Kallis,
2015b).

The subsequent question is, then, what contribution can be expected from
a macroeconomic analysis. There are many sophisticated books, research
articles, reports and other publications on how economies without growth
can function. But the number of contributions from macroeconomic per-
spectives is very limited. The economics profession in general has been
comparatively silent on the topic (Pollitt et al., 2010). Many of the ex-
isting analyses rest on the theoretical framework of ecological economics,
which has contributed greatly to understanding the economy-environment
relationship but is less insightful regarding macroeconomic analyses, or as
Spash and Schandl (2009b) put it, “[e]cological economics has no specific
macroeconomic approach” (p. i).

The present work is intended to help fill this gap of analyses from
macroeconomic perspectives. By applying it to three prominent schools
of economic thought, it connects discussions on economies without growth
to important macroeconomic discourses. Due to the width of the topic,
various central macroeconomic aspects are discussed — aggregate supply
and demand, investments, employment, technological change, ownership
structures, market conditions and many others.

The investigation leads to sets of macroeconomic conditions for sus-
tainable economies without growth. These are initially developed for each
school of economic thought. An initial contribution is therefore to point
out whether and how sustainable economies without growth are possi-
ble within each macroeconomic paradigm.'® Furthermore, the results are
compared and integrated across the paradigms in order to come closer
to a comprehensive set of conditions for sustainable economies without
growth. 6

1.2 Research Object

How economies can be organized without growth is a large and complex
issue. In order to be able to conduct the investigation, economies without

5 The results can be found in chapter 9 for neoclassical, chapter 14 for Key-

nesian and chapter 19 for Marxian theories.

16 This is done in part V and leads to a synthesis of conditions in chapter 23.
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growth are defined, followed by differentiating the research question and
specifying the specific research contribution of this work.

1.2.1 Economies Without Growth: Definitions and Restrictions

The research object is narrowed and clarified in three ways: (1) economies
without growth are defined; (2) the kinds of economies that are investi-
gated are specified; (3) population growth and international considera-
tions are excluded from the analysis.

(1) In existing concepts for economies without growth, there are mul-
tiple notions on what the aspired transformation implies for the devel-
opment of gross domestic product (GDP). The concepts differ in their
analyses on whether economies have to shrink before they can become
environmentally sustainable. When they reach this state, authors of all of
these concepts argue that the economies will be characterized by a rela-
tively stable level of production. At the same time, GDP does not need to
stay exactly constant but can plausibly fluctuate somewhat over time.!”
This is what is meant by economies without growth. Hence, economies
without growth are defined as economies with a constant level of production
— as measured by GDP — in the long run, while allowing for short-term
fluctuations. The term zero growth economies is also used frequently and
interchangeably with economies without growth.

Economies without growth and zero growth economies are not equal
to the following terms: a steady state in economic growth theories (con-
stant relations between macroeconomic variables) steady state economies
(economies with a constant level of material throughput); economies in a
stable steady state (economies with constant stocks and flows); economies
in a stationary state (where no macroeconomic variable changes at all);
or degrowth economies (where production declines).

(2) The present work is intended to improve the understanding for
high-income, early industrialized countries in the 215! century, because
the motivations for an end to economic growth may not apply to other
country groups'® and because the applied macroeconomic theories, were
intended for industrialized countries. The analysis focusses on the early
21st century because it is refers to the current economic and environmental
situations of such economies. 19

(3) Finally, the analysis is restricted to zero population growth and
closed economies. The assumption of zero population growth seems to be
a reasonable simplification, as the populations in most early industrialized

17 See chapter 3 for a more nuanced discussion of the four concepts.

18 GQee sections 2.1.3 and 2.2.

19 See section 2.3.



1.2 Research Object 27

countries are not expected to change significantly in the 21st century
(United Nations, 2015).20 The assumption of closed economies is more
problematic, as many early industrialized countries are deeply integrated
into the world economy. Both simplifications have been made to narrow
down the research topic to a manageable level of complexity.

1.2.2 Research Question(s)

Organizing economies without growth is not an end in itself. As Kallis
(2011) puts it: “None in the degrowth research community has argued in
normative terms for ‘striving for negative GDP growth’ ” (p. 874). As
argued above, the perspective is rather that an end of economic growth
is a common prerequisite to achieving diverse social and environmental
goals. Five goals were highlighted above: environmental sustainability,
social welfare, social and economic stability, global justice and coping
with declining growth rates.

Of these five goals, the first three are explicitly discussed in the analysis.
They are slightly reformulated in order to be able to investigate them
within macroeconomic theories. Instead of social welfare, the goal of low
economic inequalities is used, based on the arguments in section 2.1.3.
Social and economic stability are reduced to economic stability.

Global injustice is not taken into account in the analysis, due to the
restriction to a closed economy. The issue of coping with declining growth
rates is taken into account in a different manner than the other issues,
because its relation to economies without growth is different. Zero growth
implies that the economies are transformed from the current situation
of declining growth rates to economies with zero growth. The analysis
therefore takes into account the reasons for declining growth rates in the
first place and connects the conditions for zero growth to them.

Hence, this work investigates which conditions lead to sustainable
economies without growth, where sustainability refers to the three dimen-
sions of environmental sustainability, social welfare and economic stabil-
ity.2l This main research question is subdivided into four subquestions.
The focus on the analysis is on macroeconomic conditions for economies

20 Large numbers of migrants can alter this situation. But due to the fact
that all international aspects are excluded from the analysis, migration is
not taken into account either.

21

The author is aware of the fact that using the term sustainable when tak-
ing into account solely environmental sustainability, economic inequalities
and economic stability may not do justice to the concept of sustainability.
The term is nevertheless used in order to be able to include at least a lim-
ited number of relevant social and environmental issues in the analysis of
economies with zero growth.
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without growth (subquestion 1). As argued above, zero growth is not an
end in itself, but a precondition for achieving social and environmental
goals. Therefore, the investigation also focuses on what additional con-
ditions facilitate environmental sustainability (subquestion 2), low eco-
nomic inequalities (subquestion 3) and economic stability (subquestion
4). Based on the results from these four subquestions, the main research
question is discussed.

MAIN RESEARCH QUESTION.
Which macroeconomic conditions lead to sustainable economies without
growth?

Subquestion 1. Which macroeconomic conditions lead to economies
without growth?

Subquestion 2. Which macroeconomic conditions facilitate improve-
ments regarding environmental sustainability in economies without
growth?

Subquestion 3. Which macroeconomic conditions facilitate low eco-
nomic inequalities in economies without growth?

Subquestion 4. Which macroeconomic conditions facilitate economic
stability in economies without growth?

1.2.8 Research Gap

Several authors have already investigated economies without growth us-
ing macroeconomic frameworks. These investigations take one of the four
following forms.

First, there is a large strand of literature within ecological economics on
limits to economic growth due to physical considerations, such as entropy
laws and the role of energy use for increases in labour productivity. While
these contributions are of great importance for the physical side of the
economy, their connections to common macroeconomic frameworks are
weak (Spash and Schandl, 2009b).22

Second, there are various authors who argue for an automatic end of
economic growth, including analyses from classical economists and con-
tributions from both supply side and demand side perspectives. They
provide a helpful analysis on the current state of affairs in early industri-
alized countries. Usually, these investigations regard low growth scenar-
ios as undesirable, however. Therefore, they commonly do not ask under

22 See chapter 3.
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what conditions economies without growth can generate positive results
concerning social and environmental goals.??

A third set of investigations conduct general macroeconomic analyses
but do not base them explicitly within macroeconomic theories. In other
words: These contributions discuss the central macroeconomic aspects,
such as aggregate demand, aggregate supply, technological change, the
monetary system, etc., but they do not formulate this analysis by explic-
itly referring to a comprehensive macroeconomic theory or model. A good
example is the seminal book Prosperity without growth (Jackson, 2009a).
Jackson does an excellent job of combining elements from different schools
of economic thought, in particular approaches from ecological, Keynesian
and Marxian economics, in order to analyse why the economy grows. He
does not use a full-grown theory or model of either of them, though.
Another example is the very insightful and concise book Postwachstum
(Schmelzer and Passadakis, 2011). The book entails a good analysis of the
drivers of economic growth. But as this analysis is not explicitly based
within a macroeconomic framework, the connections between the anal-
ysis and the proposals for post-growth economies remain weak. Similar
arguments could be made on various other prominent contributions such
as Daly (1991), Victor (2008), Latouche (2009), Paech (2012), Seidl and
Zahrnt (2010b), D’Alisa et al. (2014) and several others.?*

Contributions from a fourth group explicitly base their analyses within
well-formulated theories or models, but make use of very specific models
and/or examine very specific issues. Two examples illustrate this point.
Victor and Rosenbluth (2007) analyse conditions that lead to social and
environmental goals and at the same time generate zero or very low growth
rates. They do so, however, by using a very specific computer-based model,
with all the limitations concerning theoretical comprehensiveness that
come along with it. A second example is the sophisticated discussion on
the relation between the monetary sector and zero growth economies.?
Due to their formal approach and very specific issue, such contributions
are unable to take into account other considerations apart from monetary
flows (these specific models are summarized for each school of economic
thought in the introductions of the respective parts — chapters 5, 10 and
15).

In short, there is a lack of research on conditions for economies without

23 See section 2.3.
24 See chapter 3.
25

See section 3.4.4.



