What kind of growth is sustainable?
Presentation of arguments for “another growth”
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Why we (seem to) need growth

* Lisbon strategy

Aims at transforming the EU to ,the most competitive and dynamic,
knowledge-based economy in the world capable of sustainable
economic growth with more and better jobs and greater social
cohesion,, by 2010

o WIFO-White book (Austria)

,More employment and growth based on innovation and
gualification” “
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Arguments for economic growth

Economic growth

* enhances prosperity (disposable income)

e translates into job growth, curbing unemployment
o defuses distribution conflicts

* enables development aid payments

 facilitates public debt servicing and helps finance our social
welfare systems

e ensures a head start in the systems competition

» strengthens environmental protection by technological
progress
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Limits of growth

 Economic growth is strongly linked to the use of (ever
scarcer) natural resources
Increasing use of resources leads to more waste, emissions etc.

Threat to humans and the economy (climate change, loss of
species, desertification, increasing food prices, poverty etc.).
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Why Growth can be problematic

* Increasing acceleration of global changes

Climate change
« Anthropogenic global warming about 0,7 1C during the last 100 years

* Global warming nearly doubled in the last 50 years in comparison to the
100 years before

Use of natural resources
* Global resource transfer amounted to 40 billion tons in 1980
» 2002 nearly 53 billion tons — increase of a third in 22 years

* Only relative decoupling with the economy (world economy grew between
1980 and 2002 by 82%)

Threat for ecosystems and biodiversity
« Various ecosystem services are threatened.
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Resource use overshoot
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Aims of this project

Relevant questions

Does economic growth resolve social and environmental issues or is
economic growth precisely what causes these problems?

What options do we have for a different kind of qualitative growth?

Development of an “argumentary”, viz. a spectrum of
arguments

Highlighting different positions

Not always definite answers

What we don’t deal with

Appropriate measurement concepts

The global dimension (Growth in transition economies and
developing countries)



Surrounding fields

Beyond GDP Conference (19. - 20.11. 2007 in Brussels):

high-level conference with the objectives of clarifying which indices
are most appropriate to measure progress, and how these can best
be integrated into the decision-making process and taken up by
public debate

Redefining Prosperity (UK Sustainable Development
Commission):
The project has looked into the connections and conflicts between

sustainability, growth, and wellbeing. The final report challenges the
assumption of continued economic expansion in rich countries and
asks: is it possible to achieve prosperity without growth?

Degrowth-Conference (18. - 19. 04. 2008 in Paris):

,The so-called “decoupling” between ecological degradation and
economic growth appears insufficient after years of important eco-
efficiency improvements.”
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Terminology

« Quantitative growth (what grows?)

Growth describes the change of a certain indicator over time, which
can be positive (increase) or negative (decrease).

e Gross Domestic Product (GDP)

GDP is a measure of the size of an economy. It includes all
available goods and services produced domestically during a given
period at their current market prices and intended for final

consumption.

e Quality of life
IS a combination of objective living conditions and subjective
wellbeing.

Basic needs can be determined for the objective living conditions, the
fulfilment of which is indispensable.

Once these basic needs have been satisfied, however, objective living
conditions and subjective wellbeing become partially decoupled.



Types of growth

e Economic growth

Relative change of the size of an economy from one period to the
next.

Gross Domestic Product (GDP) is most commonly used as
measure.

« Qualitative growth
Increase in the quality of life of a society

nsumption ]4 >[ Quality of




Outline

e Drivers of Growth



Drivers of growth (overview)

Growth factors in growth theory

Basic correlation between growth and destruction of the
environment

Technological and structural change
Rebound effect

Money and financial system: the Growth imperative and
Growth Drive

The four treadmills
Competition

Psychological triggers — Emotions / Fear / Search for
Happiness / Consumption and Lifestyle



Technological and structural change

e Structural change

Shift from primary (agriculture) and secondary (industry) sector to
tertiary sector (services and IT)

« Technological change
Process- and Product innovations
More efficient production methods

Increasing resource efficiency



Correlation growth — environmental degradation

| = f(P,AT)
| ... Impact
P ... Population
A ... Affluence

T ... Technology



Correlation growth — environmental degradation

Material productivity
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Service Environmental impact

W ... Wellbeing iIntensity intensity of Ml
| ... Environmental impact

S ... Service provided by economic production

Y ... Production / Aggregated Income

MI ... Material input



Correlation growth — environmental degradation
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Rebound effect

today

Product innovation
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Rebound effect: solutions

1 Product innovation
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The 4 treadmills* by
M. Binswanger

Status treadmill:

People wish to own goods to set themselves apart from others.

* Increasing number of status goods, which can be bought by a growing
number of people

» Keeping the Status Quo becomes difficult, ultimately people don’t
become any happier

Hedonic treadmill:
Difference between what someone wants and someone’s wealth
* People get used to new goods quickly  new goods necessary
Multi-option treadmill:

Feeling that a wider choice of products and services can provide
greater happiness

Time-savings treadmill:

Feeling that one could save time by using innovative products
(examples: quicker transport, emails) Rebound effects



Competition

Free market economy:
Production and consumption steered by markets

Free competition:

Improves price/performance ratio and quality
EU-Politics:

Competition and economic growth at the core
Competition affects all spheres of life:

Competition for material goods / social status

Rat-race at and around the workplace

Pressure of competition already starts for children in kindergarten
27 % of the EU population suffers from psychological
disruptions.

Increasing pressure of performance and competition as a main
cause



Psychological triggers

Modern lifestyles often define “the good life” in terms of
material possessions.

Consumption exceeds in many areas what we need to
survive and for achieving health and happiness.

Addictive behaviour leads to a permanent state of
unsatisfaction.

Addictive behaviour study 2006 (AK): danger of consumption
addiction approx. 32 %.

Root cause: Fear of being alone, to analyse the personal
Inside -> deflexion, consumption, ,kicks®, fun society...

Moral justification of needs?
Alternative concept: capabilities (Sen/Nussbaum)
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Why growth may not continue forever
(Overview)

Global change

The financial markets
Demographic change

Leisure produces quality of life
Consumer restraint

The inherent decline of growth



Risks for growth of the world economy

e Global (climate-)change
 Instability of financial markets
 Demographic change

(as per Rodrigo Rato,
former General Secretary of
IMF, in Sept. 2007)



Global change

Economic growth limited by the stocks of resources

Example Ecological Footprint:
« 2.23 halcap globally resp. 4.9 in Austria (in 2006)
« Sustainable level 1.8. ha/cap

Peak Oll

Peak Everything (Richard Heinberg 2007)

other resources too have or will soon surpass their maximum
annual extraction levels

More and more economic capital is necessary to make
natural capital available
Are these costs too high  shrinkage



Demographic change

Increase in economic growth is strongly correlated with the
Increase in world population
By 2050 9 billion people (UN)
Rising Urbanisation
2007: 3,3 billion people live in cities
2050: 6,4 billion people will be living in cities (particularly in the less
developed countries)
Ageing population
Financing old-age pensions becomes problematic



Leisure produces quality of life

 The term “work” is mostly used in the meaning of gainful
employment

 Work means abandonment of quality of life for many people

e Leisure means an increase in quality of life
More time for social contacts
Less income for consumption
Less production
Less ecological damage



Consumer restraint

Consumption is a main pillar of economic growth

In Austria and Germany growth in consumption is below
average. Why?

Saving money out of fear

Stagnation of net real incomes

High saturation level of society

Less consumption means

More money for long term investments

Chance for new markets (environmental technologies,
maintenance, new service industries)



The inherent decline of growth

Linear and not exponential growth is the normal case for developed
economies
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Why we need (a different kind of) Growth
(Overview)

Quality of life: living better despite less consumption?
Taxes and social spending

Jobs and resource use: minimum condition for a
sustainable development

Informal work (mixed work)
Competition and Cooperation
Comprehensive capital




Quality of life:
living better despite less consumption?

QoL: objective conditions and subjective perception

Immaterial consumption fosters happiness more than
material consumption

Increase in QoL through resource saving “consumption
articles” such as culture, arts, nature, self-development etc.

More local and regional products, ecological, sustainable
and produced in a “loving” customer relationship

New lifestyles, e.g. LOHAS

Structural change of the economy  qualitative growth is
possible



Taxes / social spending

e Taxes are strongly correlated with economic performance
They decrease if economic performance decreases
. Decoupling of economic performance and tax income
through taxation of resource use!
Creating employment
Protecting resources

Increasing the macroeconomic value added (competitive
advantages through technological change)



Employment and resource use

* Minimum conditions for sustainable development

Minimum condition for ecological sustainability:

* In order to disburden the environment, resource productivity (Y/MI)
has to grow faster than the economy:

dY < d(Y/MI)
Minimum condition for social sustainability:

» For job creation, production per capita (Y/L) has to grow slower than
the economy:

dY > d(Y/L)
Minimum condition for sustainable economic growth:

d(Y/L) < dY < d(Y/R)



Informal work: the work mix

e Combination and interactions of all economic relevant
modes of work.

* Redistribution of gainful work and informal work



Competition and Cooperation

Competition and pressure of performance already reduce
quality of life

Social capital decreases
Gap poor/rich increases. Erosion of middle-class.

Neurobiology: competitive behaviour is not the “biological
engine for life”

,Social brain™: original leitmotif for human action is
cooperation

Desirable: new balance of cooperation and competition on
behalf of increasing quality of life

Other matters of competition, e.g. building social capital



The Five Capitals

Five forms of capital:

Physical capital Human capital Financial
Natural capital Social capital capital

Capital stocks produce goods and services for wellbeing.
Wellbeing/QoL should increase sustainably.
Sustainable: no decline of capital stocks per capita.

OECD and World Bank promote capital forms, especially
social capital.
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Conclusions

Economic growth enhances prosperity:
If quality of life decouples from income it is independent from growth!
Economic growth translates into job growth, curbing unemployment:
Statistically unverifiable!  Redistribution of work!
Economic growth defuses distribution conflicts
Affluent classes of population do not “want” increments any more
Economic growth enables development payments
In Austria no correlation at the moment!

Economic growth facilitates public debt servicing and helps finance our
social welfare systems

Also possible through reallocation of tax income and profits



Conclusions

 Economic growth ensures a head start in the systems competition
Competition can also happen in spheres of human and social capital
« Economic growth strengthens environmental protection
The opposite is the case! Economic growth boosts resource use



Possible next steps

Increase resource efficiency/reduce global resource use:

through action plans, tax shifts, product-service-systems etc.!
Redistribution of work:

Increase flexibility, value of unpaid work!
Decouple social security from salaries

to allow for switching between paid and unpaid work
Towards a new monetary system

Coupling money to decreasing resource use path!
New ways of measuring growth

Mapping well-being and quality of life separate from GDP
Advertise non-material consumption

NOT by the state; supporting civil society organisations
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