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Our Society 
 
 
Economics is an endlessly fascinating field with incredible power to understand and shape 
the world; our society was born from a love for the discipline’s potential and frustration with 
it’s current state. Unfortunately, our society’s name doesn’t always convey this feeling and 
people are left confused as to what we actually do. I want to take a bit of time and clarify 
these things starting with our philosophical approach and then chatting about what this means 
in practice. 
 
 Our goal is to promote economic pluralism, but that’s not the most approachable of phrases 
so let’s break it down. Economic pluralism simply means we want to expand the breadth of 
different perspectives on economic issues and encourage people to critically approach 
orthodox theory rather than blindly accepting it. People interested in economics should be 
able to freely debate and criticise different approaches rather than being locked into a single 
approach.  
 
In practice this means encouraging people to get involved with economics in a way you don’t 
in a strictly academic setting. We publish this journal and encourage everyone to contribute, 
we host formal talks where economists share their exciting new ideas, we hold informal 
gatherings called ‘Pints and Pluralism’ where people can engage with economics in a more 
relaxed setting. We promote public education projects so that more people can get involved; 
the list goes on. This issue should give you a taste of our approach to economics and if it 
makes you interested we hope you’ll consider getting involved.  
 
Our Facebook: https://www.facebook.com/DurhamSocietyForEconomicPluralism/ 
 
Our website: https://durhampluralism.com/ 
 
Become a member: https://www.durhamsu.com/groups/durham-society-for-economic-
pluralism-dsep 
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Foreword to the Issue 
 

“The most merciful thing in the world, I think, is the inability of the human mind to 
correlate all its contents. We live on a placid island of ignorance in the midst of black seas 
of infinity, and it was not meant that we should voyage far. The sciences, each straining in 
its own direction, have hitherto harmed us little; but some day the piecing together of 
dissociated knowledge will open up such terrifying vistas of reality, and of our frightful 
position therein, that we shall either go mad from the revelation or flee from the deadly light 
into the peace and safety of a new dark age.” 

H. P. Lovecraft, “The Call of Cthulhu” 
 
The future is at once fascinating, worrying, optimistic, terrifying and uncertain. It is a place 
of seemingly infinite possibilities yet agonisingly few definite outcomes. And intrepid we 
wander into this mythical unknown, trying with all our might not to fear it. But human 
curiosity, not bowing to such petty inquietudes, turns to the world of knowledge to try and 
uncover more about it. Indeed, there are few fields of study which are not concerned in 
some way with the future and economics is no different. In fact, the future is a central area 
of interest for practically every stratum of an economy, from the intertemporal consumption 
decisions of the individual consumer, to the firm’s potential return on capital investment, to 
the implementation of policy by governments and central banks. But to say that all 
economists think about the future in the same way would be misleading. In the world of 
economics, there is much contention between the different schools on how we should think 
about, model and make assumptions about the future.  
 
The Classicals, making the first forays into economic theory, naturally started thinking 
about it. Thomas Malthus was one of the first economists to directly try and predict the 
future. Malthusian theory contends that, in the future, when population growth outweighs 
food production, there will be extreme scarcity. It need not be spelled out how relevant this 
is in our age of overpopulation, regular droughts and natural calamity. Neoclassical theory 
incorporates, as one of its central assumptions, the idea of rational expectations in its 
models. This theory argues that rational agents are able to predict the outcome of all actions 
in an economic system, given that they all have the same information about said system. 
Anything that is not predicted is exogenous and random. But in a post- financial crisis 
world, there is much debate about the accuracy of these models. Post-Keynesians deal with 
the idea of uncertainty about the future and argue that there are many outcomes of economic 
actions that are unpredictable but still endogenous. Ecological Economists are worried that 
dwindling resources and environmental degradation will be fundamental characteristics of 
economies of the future while Marxists believe that capitalist economies will only serve to 
increase societal inequalities and the oppression of the proletariat. 
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The theme of this issue is “Is Economics Destroying the Future?” It spans the spectrum of 
schools to look at different aspects of the relationship between economics and the future, 
from post-Keynesian uncertainty, to sustainable growth, to climate change to whether our 
economic values need to change in the coming era. Our hope is that you find the articles 
thought provoking, inspiring and insightful. And in the wider context of the pluralist 
movement, we hope that this issue, and issues to come, encourage a more diverse, heterodox 
and multi-faceted study of economics, if for no other reason than to better prepare us for 
those daunting, yet infinitely exhilarating trepidations we have about the future. 
 
 
                                              Anita Braga & Nikhil Ghosh 
                                              Editors. 
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An	Interview	with	Richard	Bronk	

By	Anita	Braga	

  

Richard Bronk is a Visiting Fellow at the 
European Institute of the London School of 
Economics and Political Science. He is the co-
editor of Uncertain Futures: Imaginaries, 
Narratives, and Calculation in the Economy 
(2018, Oxford University Press) with Jens 
Beckert. 

 

1) “Uncertain Futures” poses the question of 
how economic actors behave when facing a 
future they cannot predict. Until now 
mainstream economics has dealt with 
uncertainty by reducing it to the notion of 
predictable risk. However, the Financial 
Crisis of 2008 and constant innovation that 
characterizes the capitalist market seem to 
have refuted this definition of uncertainty. 
Thus, the necessity to redefine the terms of 
modern economic theory and develop models 
than encompass radical uncertainty. Do you 
agree with this interpretation of your book 
and how does this book fit into the economic 
literature that from Knight to Keynes to 
Hayek has tried to introduce the concept of 
unknowable uncertainty into economic 
models?  

You are correct that Uncertain Futures starts 
from the premise that dynamic capitalist 
economies are characterized by relentless 
innovation and novelty and hence exhibit an 
indeterminacy that cannot be reduced to 
measurable risk. In these circumstances, it is 
impossible to calculate objective probability 
functions because the future is not a statistical 
shadow of the past; and the whole superstructure 
of standard economics – optimization, 
equilibrium, and rational expectations – 

becomes questionable. We argue that in the 
areas of macroeconomics, new technology, and 
innovative financial markets – where complexity 
and uncertainty are key features of the economy. 
contingent social narratives and shared 
calculation devices play a key role in 
determining outcomes; and this implies a strong 
challenge to standard economics models and the 
need to complement them with a new form of 
narrative economics. Uncertain Futures lays the 
foundations for this new approach by embedding 
a series of empirical case studies of how 
economics agents actually form expectations 
and make decisions despite uncertainty in a 
theoretical framework that builds on the insights 
of Knight, Keynes, Hayek and Shackle. These 
mid-twentieth century economists saw 
uncertainty and the contingency of expectations 
as central features of the economy, and we 
combine this tradition of economic thought with 
insights from modern sociology, anthropology, 
psychology, and complexity economics.  
 

2) An economic term that seems particularly 
“threatened” by the assumption of radical 
uncertainty is that of “rational economic 
agent”. Indeed, in a context of uncertain 
futures there is no single optimal strategy 
which would be rational to follow. How do 
you think we should redefine rationality and 
do you believe the idea of rationality even 
makes sense under such conditions?  

The narrow definition of rationality used by 
economists is indeed threatened by radical 
uncertainty; but there remains a role for reason. 
There is no binary distinction between being 
rational in the sense of being able to calculate 
fully an optimal course of action and being 
irrationally dependent on uninformed fantasies. 
Instead, in the real world, economic agents apply 
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their rational faculties to make judgements 
about what can be calculated and what cannot; 
and they stress-test imaginaries and shared 
narratives for feasibility, plausibility, and ethical 
appropriateness in the light of such knowledge 
as they have about the future. Just because the 
future is uncertain does not mean we have no 
clue about the future. We use rational analysis to 
help produce informed imaginaries that can 
guide our expectations and decisions in 
conditions of uncertainty. 
 

3) Introducing radical uncertainty in 
economic theory also goes against the 
assumption of “rational expectations”, which 
states that economic agents, starting from the 
same information set, can estimate the 
probability distribution of all future events. 
Do you think rational expectations models 
should still be used when making predictions 
about the near future in which changes in the 
economy are not as drastic and unforeseeable 
as in the distant future? In other words, 
where is the threshold beyond which 
“rational expectations” cannot be used to 
make sensible predictions about the future 
anymore?  

Robert Lucas himself said that rational 
expectations theory is not applicable in 
conditions of uncertainty, and we posit a new 
theory of ‘fictional expectations’ for these 
conditions. But your question is an interesting 
one: what are the boundaries of applicability for 
rational expectations models? These standard 
models may be a good approximation of reality 
and have predictive power in conditions where 
innovation is not relevant. Where parameters are 
stable, it is fair to assume that expectations will 
converge – thanks to competitive pressures – on 
objective probability functions and the correct 
model of the economy. But in conditions of 

uncertainty even short-term predictions cannot 
be made without carefully considering that 
expectations – especially expectations of the 
contingent expectations of others – are not fully 
anchored. The future to which they relate has yet 
to be created.  
 

4) Another recurrent theme within 
“Uncertain Futures” is the need of economic 
agents to form narratives about the future. 
Could you briefly explain what narratives are 
and how to help people comprehend and 
predict the future? 

Narratives are stories that help us make sense of 
our uncertain predicament, give meaning to our 
actions, and create the commitment to act. When 
you cannot calculate an optimal course of action, 
narratives help orient you by providing a story 
line of how the future may unfold and a logic of 
action; and they populate the future with 
imaginaries that seem worth investing in. Stories 
simulate possible outcomes, incorporate known 
constraints, and motivate you to bring about the 
imagined future (if desirable) or foil it (if 
unappealing). Stories coordinate action under 
conditions of uncertainty and they become 
instruments of power in markets and societies.  
 

5) In my opinion, the definition of narratives 
changes the role of economics as a social 
science. Indeed, economics as a science is 
primarily deductive: from general 
fundamental premises you construct models 
which can then be applied to specific 
contextual situations. Narratives, on the 
contrary, seem to be dependent on specific 
historical and cultural conditions. Do you 
think economics should become an inductive 
science rather than a deductive one?  

This is a central question: should economics 
remain at its core an axiomatic and deductive 
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system of thought or should it seek to capture 
systematic tendencies in the real economy? 
Much depends on whether you define 
economics as a set of particular methods or as 
the study of problems related to the economy. If 
the latter, then economists should remember 
they are studying a dynamic reality that is being 
interpreted in socially contingent and creative 
ways by the economic agents enacting it. A 
focus on economic problems also implies using 
a plurality of models – including axiomatic ones 
– as diagnostic tools for spotting emerging 
patterns and making sense of complex socio-
economic reality. No science is purely 
inductive: all data is partially constructed by the 
theoretical frames we use. 
   

6) Another important question that relates to 
the role of economics as a science is how we 
can combine narratives, which are primarily 
based on emotion and need for economics to 
stay an objective science. In other words, 
since narratives are a powerful tool to 
influence and direct public opinion, how can 
we prevent economics to become just a tool to 
economic actors to control the masses?  

As J. S. Mill says in his Autobiography, 
‘imaginative emotion’ is ‘not an illusion but a 
fact, as real as any of the other qualities of 
objects’. In other words, the narratives 
structuring preferences, expectations, and 
behaviour – and the emotions attaching to them 
– are social facts amenable to scientific analysis. 
We can, for example, use quantitative discourse 
analysis to study the emotions linked to different 
narratives, or examine how narrative revisions 
and associated shifts in confidence map onto 
periods of market crisis. It may even be possible 
to use epidemiology models to analyse the 
contagious properties of stories and associated 

emotions within financial networks. In other 
words, taking seriously the role of narratives and 
emotions is not a barrier to scientific analysis – 
even if it does suggest the limits of a purely 
mathematical approach. All economic theories 
can be instruments of power, of course, as 
Keynes reminded us, whether or not they allow 
for economic agents to be story-telling animals.  
 

7) Following the definition of narrative, the 
more people believe in one narrative the more 
powerful it will become and actually shape 
future events, so as to make them somewhat 
more foreseen as they initially were. This 
would lead to the belief that having one single 
dominant narrative would, to some extent, 
solve the radical uncertainty problem. How 
can this be combined with a pluralistic 
approach to economics? 

Your question gets to the heart of the matter: 
narratives generally only create a future in their 
own image if they are widely shared. Shared 
stories and common modelling frameworks help 
coordinate behaviour in markets and may, for a 
time, reduce the indeterminacy of the future. 
But, since all stories and models have 
weaknesses in their grasp of complex reality, the 
more people internalise the same narrative or 
model, the greater the chances of shared 
cognitive blind spots, highly correlated errors, 
and consequent market instability. This is an 
argument in favour of pluralistic economics: if 
we are to avoid mass delusions, we need to treat 
shared models and agreed narratives as 
provisional and constantly challenge them from 
alternative perspectives.  
 

8) Finally, on another note, how did this book 
come about and what platform did you use to 
bring together so many authors with such 
heterodox economic views?  
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Jens Beckert and I first met as a result of 
parallels in our earlier research. In 2009, I 
published The Romantic Economist exploring 
the role of the imagination in the economy and 
the discipline of economics from the perspective 
of the history of ideas; while Jens’s 2016 book 
Imagined Futures examines from a sociological 
perspective how imaginaries and narratives 
structure economic decisions and drive capitalist 
economies. We decided to run two workshops 
together and chose many of the authors 
contributing to Uncertain Futures from those 
attending. Since much of Jens’ work and my 
own is theoretically grounded, it has been 
exciting to work with thirteen scholars from a 
range of disciplines who have a more empirical 
focus. 
 
Anita Braga is a 2nd Year PPE student and 
current co-editor of The Pluralist. She is 
interested in behavioural economics and 
history of economic thought. 

Economic	forecasting	and	

uncertainty:	time	for	economics	to	

embrace	some	modesty?	 

	

By Sally Svenlén 
 
The notion of uncertainty was rarely, if ever, 
mentioned in any of my macroeconomic lectures 
here at Durham. After having worked in a 
context where economics actually is applied to 
reality this summer, however, this seemed to me 
a bit odd. In the government institution I was 
working at it seemed to me like the major 
obstacle policy teams were facing when 
developing new policy was predicting what the 
future developments on the market would be. 
 
The purpose of economic models is, of course, 
to explain and understand the dynamics of the 
economy. This can in turn enable us to develop 
ideas of how the future markets might develop. 
Making forecasts of various macroeconomic 
indicators is usually done using various 
regression analysis techniques (the statistical 
tool economists use to study data and find 
relationships between different economic 
variables). The models finally used for 
projection are put together with a mix of 
regression analysis of historic data and 
assumptions about the structure of the economy. 
 
When economists are less sure about the 
outcome they can rely on probability 
distributions, in other words, putting percentage 
values on the likelihood of a variety of outcomes 
being realized. The Bank of England for 
example frequently release their Inflation 
Forecasts with a projection of the coming years 
potential inflation levels (see figure below), 
using just this type of tool.  
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Nevertheless, it is a well-known fact that most 
economic forecasts are rarely on point. 
Economic downturns seem to be especially 
difficult. As a Financial Times article reports, 
“over the last 27 years, the IMF has predicted 
every October that an average of five economies 
will contract the following year. In practice, an 
average of 26 have contracted. This suggests 
that the six countries that the IMF predict will be 
in recession for 2018 could rise to as many as 
31.1” And let’s not mention the fact that the 
majority of economists were unable to predict 
the financial crisis in 2008.  
 
There are indeed certain aspects of our world 
that give rise to events which are inherently 
unpredictable. Joseph Schumpeter (1883-1950) 
is an economist often considered to have 
contributed a lot to the Austrian and Institutional 
economic schools. He argued that an essential 
characteristic of our economic system, and 
driver of economic growth, was the existence of 
what he called creative destruction. In other 

                                                
1
	FT,	April	9

th
	2018,	https://www.ft.com/content/60581224-

3335-11e8-b5bf-23cb17fd1498	

words, entrepreneurs come up with “new ideas, 
things or ways of doing things” (which is how 
the Oxford Dictionary defines “innovation”), 
which in turn leads to new profit opportunities 
and changes in the market structure. Those who 
cannot adapt exit the market, and those who can 
do so until the profit opportunity is gone. 
Eventually a new innovation or technological 
revolution comes along and the process repeats.  
 
Innovation is by nature not forecastable because 
then it would not be an innovation. Nevertheless, 
it does have large impacts on the trajectory the 
economy will take. This type of uncertainty is 
often referred to as “Knightian uncertainty”, 
originating from the distinction made by 
economist Frank Knight (1885-1972) between 
risk, which it is possible to ascribe a numerical 
probability to, and uncertainty for which this 
task is impossible. This phenomenon is also 
central to the Post-Keynesian economic school, 
and argued to have been a central underpinning 
assumption to many of John Maynard Keynes 
conclusions about the economy. 
 

How then is it possible for policy-makers to deal 
with this fact? This question is much too big to 
embark on in this brief article. Nonetheless, I 
would like to reflect upon some important 
thoughts Friedrich von Hayek (1899-1992) 
expressed in his Nobel prize speech in 1974, The 
Pretence of Knowledge. Hayek argued that in 
complex systems as the economy, “our capacity 
to predict will be confined to […] general 
characteristics of the events to be expected and 
not include the capacity for predicting particular 
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individual events2”. In other words, we may not 
be able to forecast the exact development of a 
concrete economic variable or that there will be 
a recession in three years’ time. However, by 
developing our understanding of the economy 
we can come to understandings of under what 
circumstances certain events might take place.  
 
These predictions would be less precise and 
more of a qualitative and eclectic nature, but 
they would not be incorrect and would make 
sure policy-makers are prepared to react to a 
wide variety of potential developments. 
Economists taking on a humbler approach to the 
knowledge they actually have does not have to 
diminish their role as experts.  
 
Sally Svenlén is a 3rd Year Economics student 
and current president of DSEP. She has an 
avid interest in monetary economics, the 
history of economic thought and game theory. 

                                                
2
	https://www.nobelprize.org/prizes/economic-
sciences/1974/hayek/lecture/	

 

The	Cost	of	Cutting	Corners:	A	

Proposal	for	a	Tax	on	Carbon	

Emissions 

	

By	Tom	Hinson	
	

 At DSEP’s recent event hosting Ian Gough of 
LSE, he quoted a staggering statistic; if the 40 
million owners of SUVs in the USA switched to 
driving regular sized cars, 1.2 billion people 
currently lacking electricity could obtain it using 
fossil fuels with a net zero increase in global 
carbon emissions. 
 
Now, looking at any statistic outside its context 
is misleading and this one too hides myriad 
assumptions such as ones regarding technology 
as well as energy infrastructure and institutions 
worldwide. However, it emphasises an 
underlying truth about the distribution of 
climate-change inducing carbon emissions, 
where the world’s richest 10% (easily including 
most of the students and faculty at Durham) 
account for around half of total consumption 
emissions3.  
 
 The evidence that  global warming as a result of 
these emissions will cause large and wide-
ranging damages to societies and ecosystems is 
irrefutable. Addressing emissions and the 
irreversible throughput of finite energy sources 
has been at the cornerstone of ecological 
economics discourse, finding global mainstream 
prominence in the 2015 Paris Agreement. 
However, the policies that countries should 

3
	https://ourworld.unu.edu/en/the-worlds-richest-people-

also-emit-the-most-carbon	
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adopt to most efficaciously address this issue are 
still contentious. For example, research has 
shown that mandated improvements in energy 
efficiency may prove ineffective4. Jevons 
Paradox shows that gains in efficiency are often 
offset by a rise in consumption so that same 
amount of carbon ends up being emitted. A tax 
on carbon has instead been proposed in this 
article to address carbon consumption 
externalities in wealthy nations of drivers, 
frequent-fliers and power-users.  
 
 This idea is not incompatible with mainstream 
Neoclassical economics. Externalities perhaps 
aren’t central to the school, but there is clear 
direction for policy: a tax should be imposed to 
add the external cost of carbon emissions to the 
price paid by those users. To some degree, this 
will reduce consumption of carbon-heavy goods 
and services, although that does depend on 
demand being responsive enough to price rises. 
To partly counter political resistance, resulting 
new tax revenues could be recycled to reduce 
distortionary taxes, such as income tax. A 
stumbling block, if this redistribution is poorly 
designed, is that beneficiaries may just use it to 
maintain their consumption of the polluting 
goods subject to the new tax, making it an 
arguably pointless intervention. 
 
  A more convincing view is one less blinkered 
in attempting to reduce driving or electricity use, 
which the tax may or may not achieve. The 
broader impact of adding a carbon price via tax 
is that clean technologies become instantly more 
competitive because they don’t have the added 
cost. This removes the need for consumers to 

                                                
4 York,	Richard	(2006)	“Ecological	Paradoxes:	William	Stanley	

Jevons	and	the	Paperless	Office”	Human	Ecology	Review	13(2)	
pp.	143-147	

reduce areas of consumption, which has proved 
politically unpalatable. Instead, goods producers 
and fuel users are pushed to switch to cleaner 
energy inputs, which will be relatively cheaper 
after tax. Here it is useful to borrow from Post-
Keynesian microeconomics the notion of growth 
as the central objective for firms, which is 
financed by retained profits. A carbon price that 
increases the demand for and profitability of 
clean energy firms would enable faster 
reinvestment and growth of the industry, where 
economies of scale have proven critical to 
bringing down costs. 
 
  A legitimate and significant criticism of carbon 
taxes is that they can only be set by national 
governments, the inclusivity and effectiveness 
of which is a focus of Institutional economics. 
Whether or not such governments do address 
their citizens’ climate concerns, they cannot 
design emissions policies for whole world. A 
risk of national carbon taxes, set in rich countries 
where energy efficiency is generally high, is that 
the most polluting industries move their 
factories abroad, where carbon governance is 
laxer. When products then need to be shipped 
back to be sold in the original domestic market, 
the total emissions of those products can end up 
being far higher than if manufacturing and 
consumption had remained in the pre-tax 
economy. By adding to this the job losses caused 
by relocation, a national carbon tax can look 
politically difficult to implement and ambiguous 
in its effect. However, in the most polluting rich 
nations where economies are mostly service 
based, industrial emissions often form a small 
proportion of the total, consumption and travel 

https://www.jstor.org/stable/24707585?seq=1#page_scan_ta

b_contents 
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accounting for much larger shares. A lot of these 
emissions can’t be moved offshore and would be 
affected by a tax.   
 
  Most of the rationale for a carbon tax 
(including the above) is actually an argument for 
having a price of carbon which reflect its 
external impact and shift behaviours. There are 
strong advocates for a cap-and-trade model of 
carbon permits instead of a tax. The EU 
Emissions Trading Systems (ETS) is arguably 
the most ambitious of these and removes the 
danger of carbon exporting set out above, at 
least within EU nations5. The basic premise is 
that licences to emit a fixed amount of carbon 
dioxide are handed out to companies and 
organisations covered by the scheme. The 
aggregate “cap” of these permits is reduced on a 
regular basis, lowering the amount of emissions 
over time from the group, in the ETS this cap 
will have fallen by 21% by 2020 since 2005. 
Clearly, this cap will be more effective at 
limiting climate change the more of the world’s 
emissions it covers, particularly as developing 
nations contribute a larger share to the global 
total. 
 
  Once allocated, some emitters can make profits 
by investing, say €10, to eliminate their need to 
emit and selling that permit for €20 to a firm 
whose emissions would cost €30 to avoid. In this 
way, there is an efficiency to reducing carbon 
emissions where they are cheapest, whilst 
continuing to lower the aggregate amount. In 
some schemes, emitters can instead offset their 
emissions by funding positive climate initiatives 
elsewhere, a benefit which doesn’t normally 
arise from regular taxation. The crucial issue to 
                                                
5 https://ec.europa.eu/clima/policies/ets_en	

 

date for cap-and-trade markets, whilst having 
eliminated some of the easiest emissions, is that 
a surplus of permits has kept carbon prices lower 
than most models estimate is needed to accrue 
the benefits of emissions reduction and improve 
clean energy cost competitiveness. The UK tries 
to address this with a carbon price floor, 
effectively a varying tax on top of ETS permit 
prices that mean carbon emissions never cost 
UK polluters less than around €18/tonne. In the 
long term, carbon markets covering the majority 
of world emissions could internalise climate 
costs without the need to mandate price levels or 
technologies, but currently this looks like a 
distant possibility. 
 
  The issue of climate change is one that 
embodies the interplay of consumers, firms and 
government, and one where the tools from 
across heterodox economics can be particularly 
useful in application to a burning issue. A 
significant step towards tackling emissions is to 
establish a price to be paid for them, whether 
through tax or permits. As of 2018, the world is 
globalised enough that a tax on carbon may not 
be as effective as it could have once been, but 
not internationalised enough for a truly global 
cap-and-trade model to be feasible; both 
approaches have issues. Unfortunately, the 
science says that the world can’t wait for the 
perfect policy to be designed, the recent IPCC 
report proposes that 2030 is the deadline to 
prevent catastrophic warming6. The ETS and 
other similar schemes create an impetus for 
ingenuity and in future could even create crucial 
industries based on removing atmospheric 
carbon, but these policies take time to negotiate, 
expand and perfect. In the meantime, national 

6 http://report.ipcc.ch/sr15/pdf/sr15_spm_final.pdf  
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governments can unilaterally impose carbon 
taxes. Whilst these are inherently blunt 
instruments, they can go some way to limiting 
existing emissions and improve the economic 
feasibility of the alternative needed. When 
considered from the perspective of the statistic 
at the start of this article, drivers of SUVs across 
the rich world can’t easily send their emissions 
offshore, nor can coal-fired power stations. With 
such a high proportion of emissions coming 
from rich-world consumers, carbon taxes which 
can be easily imposed by their governments are 
surely a good start. 
 
Tom Hinson is a 3rd year Economics student and 
current Treasurer of DSEP.

Feature:	 The	 Life	 and	 Works	 of	

Milton	Friedman 

By	Sonny	Palmisano	
	

Introduction 
 
Perhaps the most influential leader of the 
Monetarist movement, Milton Friedman 
redefined the way we think about money in the 
economy. Breaking from the Keynesian 
orthodoxy of his day, the idea that we should 
focus on the Money Supply as a way to promote 
growth instead of demand management helped 
solve the stagflation crisis of the 1970s and 
paved the way for the economic boom of the 
1980s and 1990s. One of the founding figures of 
the University of Chicago school of economics, 
Friedman used the adaptive expectation theory 
to explain why, in the long run, economic agents 
converge to a fixed equilibrium.  
 
Life 
 
Friedman was born in New York in 1912. He 
attended secondary school in New Jersey, and 
graduated at the age of 15-an unprecedented 
achievement, given the typical age to graduate is 
18. After this he enrolled as an undergraduate at 
Rutgers University in 1932, where he studied 
Mathematics and Economics jointly. After 
completing his degree just before his 19th 
birthday, Friedman first went to the University 
of Chicago on a scholarship to study for a 
Masters degree in Economics. Unfortunately, 
Friedman was unable to find a long-term 
academic work, and after a few stints as an 
academic fellow he ended up studying for his 
PhD at Columbia University part-time, while 
working in Washington D.C. as a government 
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economist. From 1935 to 1946, he worked as a 
government economist, studying New Deal tax 
policy.  
 
After earning his Doctoral degree, Friedman 
returned to the University of Chicago as a 
lecturer in the economics department. In the 
1960s, Friedman became increasingly interested 
in working within the public sphere. He acted as 
an economic advisor to Republican Presidential 
Candidates in 1964 and 1968, in the latter acting 
as one of Richard Nixon’s primary advisors in 
his successful campaign. During the 1970s, 
Friedman got involved in one of his more 
controversial decisions, his involvement with 
Chilean dictator Augusto Pinochet. Though he 
only provided advice on how to liberalize the 
economy after Pinochet took power from the 
Marxist administration prior, there was still 
widespread anguish over the fact that he was 
willing to work with a dictator. However, this 
did not stop him from being awarded the Nobel 
Prize in Economics in 1976, for “for his 
achievements in the fields of consumption 
analysis, monetary history and theory and for 
his demonstration of the complexity of 
stabilization policy”. In the 1990s he began to 
retire from public life, continuing his role as a 
scholar at the Hoover Institute, before dying in 
2006. 
 
Economic Thought  
 
We can only understand Friedman’s economic 
thought by considering the economic and 
historical context he was writing in. It is useful 
to understand his work as a critique of Keynes’ 
economic thought. Indeed, in contrast to the 
fiscal expansionism used for the past thirty 
years, where to increase GDP the government 
would just increase their expenditure through 

deficit spending, Friedman pushed for the 
Federal Reserve-the American equivalent of a 
central bank-to change its focus to the control of 
the money supply to slowly expand the 
economy.  
 
We can identify three main reasons of 
Friedman’s push for monetary policy. A 
theoretical reason, a pragmatic one and one that 
has to do with Friedman’s view on how people 
form expectations when considering a future that 
is uncertain.  
 
Theoretical reason:  
 
One of Friedman’s greatest achievements was 
his redefinition of the quantity theory of money, 
which in its original form, assumed that an 
increase in the supply of money would lead to an 
increase in prices or output. Keynes dismissed 
this idea, by arguing that in a condition of 
absolute liquidity preference induced by low 
interest rates, an increase in money supply 
would not have any effect on output. This led to 
the conclusion that money does not matter very 
much and we should look at fiscal policy as a 
way to increase output. By revisiting the 
quantity theory of money, in the light of 
Keynes’s critique, Friedman was able to 
reinforce his argument for Monetarism. Indeed, 
in his opinion Keynes had been greatly 
influenced in his writings by the historical 
context of the time, the Great Depression. 
Indeed, he had underestimated the danger of 
inflation on the economy (as inflation was not a 
problem at that time). Furthermore, he had 
talked of absolute liquidity preference as a 
normal and usual state of the economy, which it 
is not. Finally, and more importantly, he had 
considered demand for money as highly volatile, 
which it is not. Indeed, by considering money as 
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a capital asset and analysing it with the tools of 
capital theory, Friedman proved that the demand 
for money is constant. All these arguments lead 
to the conclusion that money is a very powerful 
tool not only to control output, but more 
importantly on inflation.   
 
Empirical reason:  
 
The power of Friedman’s theoretical argument 
became clear in the after-war period when 
government intervention could not foster 
employment, investment or growth and it only 
contributed in increasing inflation. Moreover, 
studies of the Federal Bank of St. Louis showed 
that fiscal policy is not more effective than 
monetary policy in boosting output. On the 
contrary, they could hardly identify an effect on 
output at all, which seemed to confirm 
Friedman’s opinion.  
 
Expectations about the future: 
 
Both Friedman’s and Keynes’ economic views 
are characterized by the rejection of the rational 
expectation model, which assumes that 
consumers make use of the same information the 
government does. However, while Keynes 
thought that we need to reject rational 
expectations in the long- run, because the future 
is inherently uncertain, Friedman took the 
opposite stance. He thought that in the short- run 
economic agents are constantly confounded by 
unpredicted events. This is because they look at 
the past to understand the future and thus are 
myopic regarding what will happen. However, 
in the long run agents adapt to unexpected 
situations and gain perfect foresight, which 
leads the economy back to its equilibrium. 
Friedman’s conception of how subjects form 
expectations has often been defined as “adaptive 

expectation theory”. This theory has two main 
implications: it strengthens Friedman’s idea that 
the government should not intervene in the 
economy because it would derail it from its long-
run equilibrium. However, Friedman should not 
be misinterpreted, as he often has been, as an 
advocate of laissez-faire. He believed that in the 
short-run, when agents are blindfolded, 
institutions should intervene to foster economic 
agent’s confidence in long-run economic 
stability. This could be achieved by targeting a 
constant money growth rate and by introducing 
a monetary rule that has to be followed by 
central banks.  
 
Political Thought 
 
Even though Friedman is primarily remembered 
for his economic views, his influence on the 
United States political scene should not be 
underestimated. His political thought can be 
summed up by two of his most indicative works, 
Capitalism and Freedom and Free to Choose.  
 
Capitalism and Freedom: In this series of 
essays, Friedman presented the case for what 
would become the policy position of the 
Libertarian movement in the United States. 
Friedman called for vast deregulatory measures, 
including the abolition of standards of practice 
for physicians, end of currency regulations in 
Europe, and the near complete privatization of 
the education system. 
 
Although Friedman retired from full time 
lecturing in the late 1970s, he took up a role as a 
researcher at the conservative think tank, the 
Hoover Institute. Here he continued his role as a 
scholar, and his work here was later turned into 
a 10-part television program, Free to Choose. 
Considered to be one of the most accessible 
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views of Friedman’s ideology, the show 
featured Friedman lecturing on, and holding  
discussions over, assorted free market solutions 
to common problems plaguing the United 
States. It was later converted into a book in 
1980, and became the best selling non-fiction 
book that year.  
 
Conclusion  
 
Friedman’s influence on Economics today 
cannot be overstated. Though already a place of 
resistance to the growing Keynesian consensus 
in economics, Friedman helped turn the 
University of Chicago economics department 
into the hotbed for Neoliberal economic thought 
it is today. In 1953 he founded the Money and 
Banking Workshop, a seminar where students, 
faculty, and distinguished figures in the 
economic community would meet and critically 
analyse the monetary policies of the day. The 
seminar continues to this day and attracts 
everyone from Oxbridge Economics Professors 
to Federal Reserve Chairpersons.  It is said that, 
within the interactions between the highly 
academic graduate students at the university and 
the practical financial economists who 
frequently attended, Friedman was the only one 
who was capable of understanding the all of the 
material discussed. 
 
More than just a theoretical economist working 
on abstract assumptions about behavior, 
Friedman sought policy changes in real ways, to 
not only increase economic efficiency but also 
liberate individual choice from the regulations 
set by the government. His ideas live on today, 
at the University of Chicago and beyond. 
 

Sonny Palmisano is a 2nd year PPE student and 
current public education officer for DSEP. He is 
interested in Monetary Economics, Political 
Economy, and Economic history 
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Rethinking	our	Economic	Values:	

The	relevance	of	Marxism	in	

modern	economic	thought 
By	Andrea	Vismara	

When Karl Marx (1818-1883) is mentioned we 
immediately think that we know who he was. 
We picture the glorious beard in our mind and 
we connect his thought loosely to communist 
ideas of some kind. His figure, interestingly, has 
become a sort of token representing failure7 – 
both human and intellectual. The communist 
revolution did not take place in the most 
advanced capitalist countries and, even if the 
truly Marxist nature of the USSR, China, 
Vietnam, etc. can be questioned, failed to deliver 
prosperity and well-being. The labour-theory of 
value was surpassed by more powerful 
subjective theories of value and the theory of 
surplus-value and decreasing rate of profit has 
proven faulty and historically inaccurate8. 
However, this kind of easy and reassuring 
dismissal is exactly the problem. The thought of 
Marx as an economist is way too often regarded 
as something wrong a priori, which can be 
superficially analysed to find the flaws and 
proceed9. Instead, a number of his theories are 
still relevant and help to understand and 
problematise certain trends in the contemporary 
world. Furthermore, the criticism directed at his 
theories should be well grounded in proper 
understanding of them. Out of this, many 
meaningful theoretical insights can be drawn. 

                                                
7
	Rulers	of	the	world:	read	Karl	Marx!	-	Second	time,	farce	–	The	

Economist,	03/05/2018	
8
	J.	Schumpeter,	(1943),	Capitalism,	Socialism	and	Democracy.	Part	
1	is	especially	dedicated	to	‘The	Marxian	Doctrine’	
9
	R.	Wolff,	in	a	series	of	brief	lectures	on	Marxian	economics	

available	on	Youtube,	describes	his	experience	both	as	a	student	

and	as	an	academic	in	the	USA	

 

During the time Marx spent at university, he 
grew acquainted with the philosophy of Hegel 
and the Hegelian left. From their works he drew 
the basis to develop the concepts of historical 
dialectic materialism10 which is the perennial 
class-struggle pushing historically necessary 
development until the communist state, strong 
humanism11and (self)alienation12, which 
consists in estrangement from the human 
essence. From these elements, he constructed an 
organic vision of society: human beings are not 
only individuals per se, but they also are the 
result of all the social (and especially economic) 
interactions in which they take part. Eventually, 
he concluded that the capitalist mode of 
production brings humans to live in a way that is 
untenable with their very nature (remember that 
the capitalist is alienated too). This perspective 
brings to very compelling general consequences: 
individual economic actions have effects on the 
whole shape of society13 and the shape of society 
influences individual choices, while there are 
human standards that the economy must meet at 
all times.  
 
For how obvious these things appear to be, they 
rely on a complexity of considerations which is 
not present in the standard market models that 
we study as undergraduates. Human preferences 
are portrayed as personal, sacred entities that 
exist detachedly thanks to their very nature. 
Furthermore, the main concern that these models 

10
	K.	Marx	(1848),	Manifesto	of	the	Communist	Party	

11
K.	Marx	(1844),	Economic	and	Philosophic	Manuscript	of	

1844	
12
	As	in	7,	but	also	K.	Marx	(1845),	The	Holy	Family	

13
	In	using	the	term	‘shape	of	society’	I	refer	to	the	patterns	

of	thought,	relational	channels	and	institutions	that	

characterize	a	given	society	in	a	given	moment	in	time	
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have is finding the equilibrium point which is 
Pareto efficient, without many further 
considerations of what the state of society 
implied by that efficiency is. From the Marxian 
standpoint, the assumption of detached 
individual preferences appears to be false, given 
the role played by social relations14. The 
objective of equilibrium also becomes 
something insufficient because it does not 
consider what lies behind and beyond the 
market. Many have argued that our 
consumerist15 society has inherent structural 
problems16. The Marxist perspective forces us to 
problematize the way in which we use models 
and to consider the philosophical assumptions 
behind our conception of the economy. 
Everything that lies behind and beyond the 
market and exchanges must also be considered. 
One of the most important market externalities 
is the creation of inequalities in the income 
distribution, which for Marx brought the 
continuous immiseration of the proletariat. 
Despite this not having been the case, there still 
are many problems with the evolution of 
inequality17. The trends in most developed 
countries since the 1980s have been of a 
decrease in the labour share of income18, a 
decrease in the real purchasing power for 
middle-class households and an increase in the 

                                                
14
	See	K.	Marx	(1845),	Theses	on	Feuerbach,	for	the	discussion	of	

how	even	religious	feelings	are	a	social	product	of	a	particular	

state	in	society	
15
	Interestingly,	the	use	of	the	word	consumer	to	represent	an	

economic	agent	inherently	brings	a	value	meaning.	In	particular,	is	

it	one	which	captures	consumption	as	the	life-objective	of	the	

agent.	First	of	all,	this	tend	to	overshadow	any	other	meaning	of	

life,	and	secondly,	it	is	an	uncritical	assumption	that	does	not	

consider	why	and	to	what	extent	consumption	is	so	important	for	

a	person.	
16
	E.	Fromm	(1976),	To	have	or	to	be?	and	H.	Marcuse	(1964),	One-

dimensional	man	

income share of the richest 10%19. These 
developments can be explained – according to 
Franzini and Pianta (2016) – by three factors: the 
strengthening of capital versus labour, 
increasing individualism and the withdrawal of 
the redistributive role of the state. Another 
historical development has been the 
flexibilization of the jobs market in most 
developed countries, which has brought to an 
increase in the in-work risk of poverty20 which 
cannot really be captured by unemployment 
statistics. ‘The precariat has become the new 
proletariat’21 could sound like the epitaph of an 
economy where the labour market is 
characterized by salutary, short-term contracts 
or freelance work also known as a gig economy. 
The increase in the capital share of income has 
also coincided with the increase in power and 
size of multinationals. Striking examples are 
firms like Amazon, Walmart or British 
Petroleum. Marx was particularly concerned 
with the monopolistic tendencies of capitalist 
enterprises. He saw this concentration in 
economic power coincident with an increase in 
political power. And effectively the big 
companies that populate the contemporary world 
possess enormous economic and political 

17
	See	M.	Morroni	(2018),	Increasing	Inequality:	First	Dialogue	

in	What	is	the	Truth	About	the	Great	Recession	and	Increasing	
Inequality,	Springer	for	a	discussion	and	a	useful	list	of	other	
sources	
18
	This	is	the	amount	of	total	national	income	that	goes	into	

paying	wages.	Rents	from	any	form	of	capital	(real	estate,	

shares,	securities,	etc.)	constitute	the	other	part,	the	capital	

share	of	income	
19
	See	T.	Piketty	(2014),	Capital	in	the	21st	Century,	Belknap	

Press	Harvard	and	M.	Franzini	&	M.	Pianta	(2016),	The	Engines	

of	Inequality	
20
	Eurofund	(2017),	In-work	poverty	in	the	EU	

21
	The	Economist	(2018)	
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power22, each in different combinations. Tax 
avoidance by big companies, for example, is a 
real problem for the fairness of the system and 
for the state finances as well23. Often, 
governments are forced to comply with firms’ 
poor environmental policies or human wellbeing 
standards in the name of job creation24. This 
lobbying power is often embedded into the 
system of the political institutions of a country, 
such as in the USA. The size of these companies 
obviously has an effect on inequalities, 
regulations and job market standards. 
 
Another very interesting feature of Marxist 
thought is the methodological certainty that 
explanations of growth could not be separated 
from those of the fluctuations of the level of 
income around the potential level25. 
Neoclassical economics tends to look at the two 
issues separately, even if they are both 
conceived as dynamic processes in their own 
respect. This inevitably leads to the continued 
fragmentation of the problem, which tends to 
bring the economist to concentrate too much on 
the shape and correct working of the equations, 
forgetting that they should only be a tool to aid 
the description of real-world mechanisms. 
The economist (I am thinking here of a spectrum 
which includes anybody that embarks on the 
study of this social science, not only to the 
professional scholar) should think of herself as 

                                                
22
See	L.	Zingales,	Towards	a	Political	Theory	of	the	Firm	(July	

2017).	

	Political	power	can	be	understood	both	in	terms	of	capabilities	to	

influence	government	and	state	decisions,	change	and	avoid	

regulations	and	influence	public	opinion.	Concerning	the	latter	

sphere,	the	Marxist	concept	of	ideology	–	especially	bourgeoise	

ideology	–	as	a	mode	of	thought	that	pervades	society	becomes	

particularly	meaningful	
23
	See	V.	Houlder,	Q&A:	What	is	the	double-Irish,	The	Financial	

Times	9/10/2014	

an intellectual willing to consider all the possible 
assumptions and implications of his theorizing, 
ready to perform – in Marx’s word – ‘a critique 
of everything existing’. A failure in taking this 
standpoint can be very reassuring and lead to 
hubris. What comes to mind here is when Robert 
Lucas, one of the founding fathers of 
mainstream economics and Nobel Prize winner, 
who declared in 2003, just 4 years before the 
financial crisis: ‘The central problem of 
depression-prevention has been solved, from 
every point of view’.26 
 
To prevent this sterilization from happening, it is 
necessary to include inputs coming from 
different lines of thought and modes of 
reasoning, bringing continuous challenges to 
one’s own intellectual structure. The Marxist 
perspective can be very helpful in this sense, as 
it stresses many problems of capitalism which 
still haunt the contemporary world, as we have 
seen. At the same time, the rejection of some of 
his theories proves to be fruitful, as it forces the 
economist to reflect on what are the assumptions 
made on the nature of people, the market and the 
subject itself.   

 

Andrea Vismara is a 2nd Year PPE student. He 
is passionate about developmental economics, 
political economy and economics of inequality. 

24
	See	the	2016	environmental	disaster	in	Vietnam:	D.	Trang	

(2017),	Timeline:	the	Formosa	Environmental	Disaster,	The	
Vietnamese.	The	perspective	of	more	easy	job	placement	

has	allowed	the	company	to	hold	the	government	at	ransom	

and	continue	with	their	illegal	practices	
25
	See	Roncaglia	(2005)	for	an	extended	explanation	

26
	Lucas	R.	E.	(2003).	Macroeconomic	priorities.	American	

Economic	Review,	93(1),	1-14	
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The	Future	of	Growth 

By	Eric	Sargent	
	

If and when humanity is exterminated, I hope it 
happens in a more exciting way than a collective 
inability to stop slowly poisoning our planet. 
Thermonuclear war or a meteor strike would 
give future alien historians something 
interesting to talk about as they pick through the 
decrepit ruins of our once mighty civilisation. A 
deadly mass plague would at-least have a certain 
tragic dignity about it.  Honestly anything would 
be better than becoming the spiritual successor 
to the dodo, seeing an entirely obvious and 
preventable threat but being too stupid to do 
anything but stare, gormless, at our impending 
doom.  

 
Thankfully looming environmental destruction 
comes with a silver lining, we’ll probably be 
able to make a lot of nice junk in the meantime. 
The oceans are acidifying and rising to drown us 
all, but the new iPhone XS has an incredible 
camera to capture the action with. Maybe the 
increased frequency of extreme weather will 
wipe out millions of people in South-East Asia, 
communities and families torn viciously apart 
by the cruel uncaring forces of nature, but 
cutting down on eating beef would be really 
hard.  

 
In all seriousness there seems to be a worrying 
trade-off between environmental protection and 
economic growth. The expansion of industry 
and capital has increased the living standards of 
huge swathes of the world, but has 
simultaneously threatened to destabilise our 
relationship with the environment. In the 
developed world we have accepted and except 

the prevalence of luxuries which carry hidden 
environmental costs. Consumer electronics, high 
meat consumption, road travel, constant 
electricity, and inefficiently heated houses are 
staples of our lives in the western developed 
world, but these very luxuries threaten our 
ability to protect the planet for the future.  

 
This reality has sparked the creation a “de-
growth” movement which looks to reframe our 
expectation of continual economic growth. 
Economic growth is a poor reflection of human 
well-being; happiness comes from community 
and culture, not consumption. An economy’s 
success comes from its ability to enrich people’s 
lives, not increase the total sum of productive 
output. Models of perpetual and continual 
growth are not only unrealistic, given how they 
ignore the limits of natural resources and 
ecological degradation, but also fail to provide a 
coherent way of improving people’s lives. 
Endless growth, the argument goes, is neither 
realistic nor inherently desirable.  

 
The majority of carbon emissions come from 
consumption in western liberal democracies, yet 
they are not the ones who suffer the worst of the 
consequences. The United States has the 
infrastructure and organisation to respond to 
extreme weather like hurricanes, but many 
Caribbean states do not. In 2016 when Hurricane 
Matthew struck the North-Western Hemisphere 
the gulf in effects was incredible. The United 
States lost only 47 people, while 3000 Haitians 
died between the storm itself and the breakdown 
in infrastructure that followed. This is 
undeniably tragic for all, but what makes it 
worse is that Haiti has contributed next to 
nothing to climate change while the United 
States has put more cumulative carbon dioxide 
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in the atmosphere than any other nation on earth. 
This is just one example of how rich nations are 
to blame for the state of the environment, and 
yet they are the least affected. Surely cutting 
growth is the key to preventing such tragedy.  

 
Unfortunately, the reality of growth is more 
complicated than captured by the naive 
aspirations of de-growth. I want to explore two 
issues with de-growth: the benefits and sources 
of growth. Advocates of de-growth rightly 
identify that growth does not inherently improve 
human well-being, but they fail to explore how 
it is often necessary to improve human well-
being. Every scheme to improve lives requires 
economic resources. Hospitals need doctors, 
medicine, equipment, nurses. Schools need 
buildings and teachers. We want homeless 
shelters, child protection services, therapists, 
social programs ad infinitum, but can only have 
as many as our economic system can bear the 
burden of. Hurricane Matthew had a relatively 
small impact on America because it had the 
resources to protect its people. Haiti had no such 
luck. Growth doesn’t directly improve lives, that 
I won’t contest, but it is a prerequisite for 
making a better world.  

 
This issue becomes particularly painful when it 
comes to the growth of the developing world. 
Countries like Ethiopia, China, or India have 
been growing rapidly for approximately the past 
20 years and that is wonderful. Millions are 
being lifted out of poverty and finding new 
prosperity. This does however mean that the 
consumption profile of these millions will begin 
to more closely resemble that of rich western 
nations. The growing Chinese middle class will 
want cars, air conditioning, phones, TV’s, 
computers, and that’s only going to worsen our 

environmental problems.  If we are to truly 
embrace de-growth we deny the burgeoning 
developing world a chance to enjoy the same 
luxuries found in the developed world. I have no 
idea how to solve this dilemma, but it should be 
obvious that we can’t rely 
on naive de-growth. 

 
Thankfully there is one glimmer of hope, the true 
wealth of nations. Since the industrial revolution 
the world has become exponentially richer, but 
that wasn’t because we constantly acquired new 
natural resources. We’ve grown because we 
became smarter and more effective. We invented 
new technologies to take advantage of 
previously unknown or otherwise inaccessible 
resources. The true wealth of nations isn’t in it 
s natural resources, but in the minds of its 
people, their creativity, entrepreneurship, and 
ingenuity. To this extent we have an effectively 
unlimited source of growth in the minds of 
humanity.  We won’t grow by finding new oil 
reserves, but by increasing access to higher 
education, sending children to school and 
finding creative solutions to hard problems. 
There are billions of people without access to 
education, and that can be the source of growth 
which doesn’t doom us all.  

 
Eric Sargent is a 3rd year Economics student 
and current vice-president of DSEP. He is 
enthusiastic about economics of inequality, 
labour economics and the economics of early 
education. 
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An	Extremely	Tangential	

Response	to	Eric	Sargent
27	

 
By	Nikhil	Ghosh	

	
Ever since Francis Bacon gave philosophical 
validation to the natural sciences by proclaiming 
that man and his intellect was the master of 
nature, a curious assumption has dominated the 
Dismal One. The assumption is this: human 
progress is boundless, unfettered by the petty 
cavils of dwindling resources, ecological 
degradation and natural disaster. Surely human 
ingenuity will allow us to keep growing while 
handling this whole  
resource scarcity malarkey with ease, right!? 
After all, we’ve been clever enough to handle 
other problems in the past without significantly 
affecting our growth trajectory. This view is 
both flawed and extremely dangerous. In my 
opinion, we need to either re-conceptualize 
growth or actively regress from it.  

 
I build my argument on the following three 
premises (each to be substantiated later): 

 
Premise 1: Growth is dependent on energy and 
specifically, energy from fossil fuels.  

 

                                                
27
While	I	call	this	a	response,	I	should	say	from	the	outset	that	I	do	

not	believe	his	view	is	wrong,	per	se.	Furthermore,	I	am	

sympathetic	to	the	concerns	he	has	with	de-growth,	especially	

with	regard	to	the	fate	of	developing	countries.	However,	I	do	feel	

that	an	alternative	perspective	is	necessary.	
28 I	should	mention	that	I	am	fully	aware	that	things	are	not	so	

simple.	The	are	many	complications	and	complexities	with	de-

growth	that	I	do	not	know	how	to	resolve	and	I	do	not	have	space	

to	discuss	them	here.	However,	I	do	agree	with	the	general	

principle	of	de-growth.	

Premise 2: Transition of energy sources to 
renewables is not compatible with sustained 
levels of growth. 

 
Premise 3: Fossil fuel sources are rapidly 
depleting and, as such, will not be able to support 
growth based economies for much longer. 

 
Accepting these premises (which I do) leads me 
to the conclusion that we need to adopt ideas of 
de-growth as soon as possible28. 

 
Before I offer justifications for my premises, I 
must provide some substance to the idea of 
economic growth that I am discussing. Growth 
is defined by the change in per capita GDP 
between two periods29. Now, as much as this 
may seem like a universal economic reality, it is 
actually only a phenomenon of the last couple of 
centuries30. Before the industrial revolution, the 
“growth” of economies was negligible. 
Following from Kuznets’ extensive work on the 
subject, it is only in modern industrial 
economies that growth has really existed. High 
rates of growth, according to him, are 
emblematic only of modern times31. 

 
The word “high” however, is putting it mildly. 
The explosive rate at which global output32 has 
increased in the last few centuries, especially 
since the Great Acceleration, is staggering and is 
a complete departure from the trends of most of 

29 Howitt,	Peter	&	David	Weil	(2008)	“Economic	Growth”	

The	New	Palgrave	Dictionary	of	Economics.	Durlauf,	S,	&	L.	E.	
Blume	(eds.)	New	York:	Palgrave	Macmillan	
30 Madison,	Angus	(2001)	The	World	Economy,	A	Millennial	
Perspective.	
31 Kuznets,	Simon	(1971)	Economic	Growth	of	Nations.	
London:	Oxford	University	Press.	
32 Madison,	Angus	(2001)	The	World	Economy,	A	Millennial	
Perspective.	
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human history. And it is only after this 
expansion that growth became the objective of 
economies. When we talk about growth in the 
modern economic context therefore, we are 
referring specifically to the instance of 
exponential economic expansion since the 
Industrial Revolution33. Whenever I mention 
growth in this article, it is this definition that I 
am referring to. 
 
I will now substantiate my premises, starting 
with Premise 1. What is it that drove and 
continues to drive this growth? “Human 
innovation, of course!”, comes the cry from the 
modern economist, both the theoretician34 and 
the empiricist35. Now, it’s not that there isn’t 
some truth to this. Division of labour, 
technological advancement, complex 
investment frameworks etc. are all human-
made, and have all been valuable in driving 
growth. However, this is not the end of the story. 
The hidden kick up the veritable backside of 
growth was, undoubtedly, energy. And energy 
of the scale that was required for exponential 
growth could only come from one place, fossil 
fuels, which as we all know, are    rapidly36 
running37 out38. 

 

                                                
33 For	more	on	this,	see	Meadows,	Donella	et.	al.	(1971)	Limits	to	
Growth.	
34 See	Schumpeter,	Joseph	(1943)	Capitalism,	Socialism	and	
Democracy.		
35 See	Acemoglu,	Daron	and	James	Robinson	(2012)	Why	Nations	
Fail.	
36 Ritchie,	Hannah	and	Max	Roser	(2018)	"Fossil	Fuels".	Published	
online	at	OurWorldInData.org.	Retrieved	from:	

https://ourworldindata.org/fossil-fuels	[Online	Resource]	
37 http://report.ipcc.ch/sr15/pdf/sr15_spm_final.pdf  
38
	Hirsch,	Robert	et.	al.	(2005)	“Peaking	Oil	Production:	Sooner	

Rather	Than	Later?”	Issues	in	Science	and	Technology	21(3),	p.	25-
30.	

Growth, as we know it today, is inextricably tied 
to fossil fuel based energy. Indeed, it is 
impossible to think of the growth based 
economy without it. Globalized supply chains, 
industrial farming, natural resource mining, 
international migration of labour forces (and 
that’s just to name a few!) all need mammoth 
amounts of energy and are all dependent on 
crude oil, natural gas and coal. It is difficult to 
imagine that without the continued availability 
of fossil fuels, it is conceivable to keep these 
integral elements of a growth based economy 
running.  
 
Coming to Premise 2. Renewable energy must 
be the solution then, right? We should all just use 
solar panels and drive electric cars. The issue is 
that not only are these technologies incredibly 
expensive (and resource intensive in their own 
right) to produce on a global scale, renewable 
sources simply do not have anywhere near the 
same energy producing capacity as fossil 
fuels3940. When one considers the amount of 
energy that is required to keep the global 
industrial machine running and growing, 
renewables are nowhere near up to the task41. 
“But surely some clever science people will 
figure out an alternative, right!?”, you ask. I 
sincerely hope so. But so far, there has been too 

39 Heinberg,	Richard	(2011)	The	End	of	Growth,	Chapter	4.	
Canada:	Clairview	Books.	
40 For	example,	each	respective	kilogram	of	crude	oil,	

natural	gas	and	coal	release	50,	55	and	20-35	MegaJoules	of	

energy.	The	maximum	capacity	of	a	lithium	ion	battery	is,	by	

comparison	0.7	mJ/Kg	(https://thebulletin.org/2009/01/the-

limits-of-energy-storage-technology/)	Similar	limitations	

exist	for	photo-voltaic	cells.	See	Ferroni	&	Hopkirk	(2016)	

“Energy	Return	on	Energy	Invested	(ERoEI)	for	photovoltaic	

solar	systems	in	regions	of	moderate	insolation”	Energy	
Policy	94,	p.	336-344.	
41 Hall,	Charles	et.	al.	(2014)	“EROI	of	different	fuels	and	the	
implications	for	society”	Energy	Policy	64	p.	141-152	
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little technological evidence or sufficient capital 
investment to say that they will for sure. And, as 
the IPCC reminds us year after year42, time is 
running out. We need to accept the hard truth 
that we cannot practically make the switch to 
renewable energy without compromising on 
growth. 

 
As I have mentioned before, fossil fuels are 
running out. Premise 3 should come as no 
surprise to anyone who believes the evidence for 
this. The reason that oil companies need to start 
fracking is because traditional oil field reserves 
are rapidly depleting. The reason (well, one of 
the many) that we need to recycle plastic is 
because we are running out of fossilized 
hydrocarbons to produce more. The reason that 
I am writing this essay at all is because we are 
fast approaching or possibly even already 
reached Peak Oil. And that’s not even to 
mention the negative climatic impacts of fossil 
fuels, which is another truck full of reasons that 
economies need to rapidly move away from 
them. I have not talked about climate change in 
this article for the sake of brevity, but the 
arguments posed from this perspective are 
equally compelling, if not more so43. Studies 
have shown that there are a fair few oil reserves 
north of the Arctic Circle and that once the ice 
sheets melt due to global warming (unless they 
are bludgeoned by oil rigs first, of course), these 
fields will become available for extraction44. But 
                                                

42
https://www.ipcc.ch/publications_and_data/publications_and_

data_reports.shtml	

 
43 One	could	even	make	the	interesting	argument	that	there	is	

actually	too	much	fossil	fuel	supply,	from	a	climatic	perspective.	

The	more	fossil	fuels	there	are	to	burn,	the	more	greenhouse	gas	

emissions.	
44 https://pubs.usgs.gov/fs/2008/3049/fs2008-3049.pdf		
	

if the destruction of entire ecosystems and the 
colossal natural calamities caused by rising sea 
levels is the price we have to pay for growth, I 
really don’t think I need to spell out the 
argument against it. I have also left aside the 
ethical considerations of how fossil fuels come 
to be obtained, primarily by western economies, 
and especially from the Middle East and Central 
Asia. The barbaric nature of the methods that the 
USA and its allies have used to secure their 
continued supply of fossil fuel as well as the 
inhumane impacts they have had on civilian life 
in these regions support even more compelling 
arguments for the retreat from fossilised energy 
sources. It is clear that we cannot, and should 
not, base our economies on fossil fuels for much 
longer. 
 
Due to editorial constraints, I do not have space 
to elaborate on my conclusion45. However, I do 
believe it is a fairly logical one. What I will say 
is this. The source of the “wealth of nations” 
doesn’t exist exclusively in the minds of people. 
It also springs from energy and natural 
resources. Growth is not driven merely by 
intelligent people, but by extensive use of fossil 
fuel based energy. And sure, we could always 
redefine growth to mean something like human 
progress more generally, or the development of 
creativity and ingenuity in the mind (which I 
advocate for wholeheartedly, by the way). But 
assuming the definition the world uses today, I 

45 To	read	more	about	ideas	of	de-growth,	see	Small	is	
Beautiful	by	E.	F.	Schumacher,	Degrowth	by	Giorgios	Kallis,	
and	The	End	of	Growth	by	Richard	Heinberg.	For	an	overview	
of	the	discourse	on	degrowth	see	Maria	Markantonatou	

(2013)	“From	The	Limits	to	Growth	to	“Degrowth”:	Discourses	

of	Critique	of	Growth	in	the	Crises	of	the	1970s	and	2008”.	

Also	see	the	works	of	Nicholas	Georgescu-Roegen,	Herman	

Daly,	Bruno	Latour	and	Vandana	Shiva.	The	philosophical	and	

economic	school	of	Georgism	also	expounds	many	relevant	

ideas.	
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contend that the age of growth is coming to an 
end. 
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