


This project is organised by the Green European Foundation
with the support of Cogito and with the financial support of
the European Parliament to the Green European Foundation.

GEF GREEN EUROPEAN FOUNDATION

GEF Project coordinator: Carlotta Weber,
Green European Foundation

This publication has been realised with the financial support
of the European Parliament. The European Parliament is not
responsible for the content of this project.

The Green European Foundation (GEF) is a European-level
political foundation whose mission is to contribute to a lively
European sphere of debate and to foster greater involvement
by citizens in European politics. GEF strives to mainstream
discussions on European policies and politics both within and
beyond the Green political family. The foundation acts as a
laboratory for new ideas, offers cross-border political
education and a platform for cooperation and exchange

at the European level.

%% COGITO

Cogito is a Swedish Green think tank that aspires to contribute
to the public debate with the aim of promoting sustainability and
solidarity. Our purpose is to develop and communicate new ideas
and perspectives in collaboration with civil society, researchers
and other actors.

Cogito Project coordinator: Katarina Wangler Bjork
Graphic Design: Irons Design
Translation: John Wright

Photos by Taha Mazandarani, Christian Holzinger, Markus Winkler,
Ravi Roshan, Raquel Martinez and Markus Spiske on Unsplash.



Preface.

The ongoing Covid-19 pandemic is having a grip on societies worldwide and will impact
our lives long after the crisis is overcome. It is clear that we cannot continue with “business
as usual,” but instead should make a leap into a modern and resilient society in which we
all would like to live.

To do that there is a need for defining and understanding our problems and opportunities
with the current state - but also envision probable, or rather preferred futures. It is a grand
and complex task, but we have done it before. As humans we have undergone major
collective shifts of perspective several times in history, now is a good time to join efforts
and do that again, collectively.

Growth as a system, concept and measure permeates much of the political discussion

on how to maintain and rebuild our welfare society. Growth is something that concerns us
all. Yet the discussion on how and what growth can and cannot contribute to - which impact
it has on environment and for future generations to thrive - gets confused. Confused
discus sions on complex challenges and systems do not help when there is an urgent need
to envision sustainable futures and roadmaps to get there.

In this excellent little text, Ten Thoughts on Growth, Mikael Malmaeus uncovers and
clarifies the concepts of growth, their meaning and impact with the purpose to enable a
meaningful, forward looking and insightful discussion on preferred futures and where
to start to get there.

With making this text available also in English, GEF and Cogito hope to contribute to a clear
and comprehensive discussion on growth today and tomorrow, and to inspire actionable
insight.

Stockholm March 2021

KATARINA WANGLER BJORK
Chair Cogito Foundation



Chapter 1.

Growth concerns us all

Some of us are very engaged in economic growth. Some
opine that our current growth is too large and

imperils our climate and environment. Others argue that
growth is a prerequisite for a sustainable economy, and
that it is strongly linked with society's development and
transformation, and is thus not least a necessary part of
a green transition. Here are a few examples of what it
might sound like when growth is discussed.

“Anyone who believes that exponential growth can
go on forever in a finite world is either a madman or
an economist.”

KENNETH BOULDING, ECONOMIST

“Claiming that there are limits to economic growth
is about as clever as saying that there are limits to
human imagination and ingenuity.”

GUNNAR ORN, FINANCIAL JOURNALIST

“Growth in Sweden will be 0.3 percentage

points lower than if we hadn't had a coronavirus.”
MAGDALENA ANDERSSON,

MINISTER FOR FINANCE, SWEDEN

“One statistic will suffice to show what growth means:

since 1980 the infant mortality rate in Sweden has
decreased by almost two thirds.”
PER GUDMUNDSSON, JOURNALIST

The first two quotes are interesting since they demon-
strate completely opposite viewpoints, both of which
may sound reasonable. But they cannot possibly refer
to the same kind of growth. Boulding appears to be spe-
aking of physical growth in a world with physical limita-
tions. Orn seems to be speaking of growth as something
that arises out of human ingenuity, and that isn't neces-
sarily (or at all) limited by physical laws.

What sort of growth does Andersson have in mind?
Is she thinking that there will be a 0.3 percentage

point greater margin to the ceiling before we burst

the planet's boundaries, or is she concerned about the
implied reduction in human imagination and ingenuity?
No, rather, she is stating that reduced growth genera-
tes less money for the state treasury, and that it will be
harder to finance welfare in the future. Gudmundsson,
finally, adheres to a tradition that sees economic growth
as the underlying cause of human progress within
technology, medicine and other science.

The word growth is evidently easy to apprehend as
something positive in many different contexts.

In Sweden we have authorities such as the Swedish
Agency for Economic and Regional Growth and the
Swedish Agency for Growth Policy Analysis, in Europe
we have the Stability and Growth Pact as a framework
for the economic policy. The UN's eighth sustainable
development goal is Decent work and economic growth.
Within politics growth is most often seen as something
positive. But the discussions limp along since growth
seems to mean different things in different contexts.
At the same time the issues are vital and concern us all.
If growth is incompatible with ecological sustainability,
itis impossible to sustain whether we want to or not.
But if at the same time or instead it is completely
necessary for sustainable development and to be able
to afford welfare, we must nurture it tenderly.

In other words, we need to solve the issue and seek
answers. It is not about quibbling and academic bicke-
ring, but about critical choices. Unfortunately, discus-
sions on growth don't usually live up to this, but rather
tend to get mired in confusion and deadlock. Since it's
urgent to deal with the challenges of the future, this little
text seeks to undo the knots of confusion and present
the facts in a comprehensible way. However strange it
may seem to anyone who observes or takes part in the
stand-off, there is hardly any discord to speak of with res-
pect to the fundamentalissues. So let us solve the puzzle
and view the entire picture the way it actually appears.

Those who discuss growth often

find it hard to undexrstand each other.



Chapter 2.

The magic doughnut
- how large should the

economy be?

One strand in discussions on growth concerns the size
of the economy. The word growth undoubtedly sounds
as though the economy grows and becomes larger.
When this occurs our prosperity increases and we get
more resources for our common welfare. But if the eco-
nomy grows too large, we risk bursting the confines for
what the planet can endure through excessive pressure
on natural resources.

A framework that has received a major breakthrough

in the past few years is the doughnut model, a metap-
hor established by the British economist Kate Raworth.
The image below shows how the safe and just space for
humanity that the model outlines resembles precisely
such a pastry.

Here the size of the economy pertains to the amount

of goods and services that is produced and consumed.
Theideais that if that amount is too small - small enough
not to attain the social foundation - it is not sufficient to
provide for all the human needs that are defined there,
such as food, education and jobs. But if the economy
instead grows too large, the planetary boundaries are
threatened and we risk a catastrophic climate change,
biodiversity loss and other negative consequences.

In other words, the economy must stay within the green
area that defines the doughnut.

It can hardly be questioned that there are critical boun-
daries for the environmental impact that the production
and consumption of goods and services occasion. As
for the exact location of these boundaries, there are
different ways of assessing this, and the framework that
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isillustrated in the doughnut model could be substitu-
ted with some other model. The environmental impact
does of course increase the more goods and services we
produce and consume. But it is also influenced by how
they are produced, and how they are handled when they
have been consumed, if they can be recycled and reused
and soon.

But still - if growth pertains to the size of the economy,
and to the amount of goods and services that is provi-
ded, it is easy to understand the fear that growth can
become too large (or too small, for that matter).

But must growth really be about this?

It may sound reasonable that the

environmental impact increases

the more we produce and consume.



Chapter 3.

Quantity or quality?

Looking at the doughnut, Kate Raworth observes that
the economy appears to be too small and too large at
once -since we don't attain the social foundation, but
still exceed several planetary boundaries - and she
concludes that the ecological footprint today is too large
and that the pie is unsustainably divided between poor
and rich. So how large then is our economy really?

The size of the economy is customarily estimated with
the aid of gross domestic product, GDP. It is a measure
of the value of all goods and services that are produ-
ced in a country over the course of a year, expressed in
monetary terms. The sum of all gadgets, food, clothes,
services and tax-financed welfare together constitutes
GDP which in Sweden reaches a few hundred billion
euros per year. When the Minister for Finance says that
growth isincreasing or decreasing by a certain percen-
tage point, she is referring to GDP. Studies of the con-
nections between growth and carbon dioxide emissions
also commonly start from growth in terms of increased
GDP. Thus in these contexts, growth is something that
can be measured quantitatively.

However, not everyone considers growth fundamentally
to be about increased GDP. Some economists rather
argue that GDP should be regarded as a more or less
good measure of something else - that which really
ought to be measured. According to so-called welfare

theory economic value should basically be understood
from the concept utility, but utility can only be assessed
indirectly through various methods. Economic growth

might, according to this view, be defined as an increase
in aggregate utility in society, and GDP is one of several
possible ways to try to measure this in practice. The
question is how good it is.

Utility within economics is primarily regarded as some-
thing subjective that is experienced individually, and
what creates utility thus depends on individual preferen-
ces. Presumably, utility becomes greater the more goods
and services we have the possibility of consuming, but it
also largely hinges on what we consume. It is also conce-
ivable that people’s individual utilities in some manner
can be added to societal utility and welfare.

Utility was introduced as an economic concept during
the second half of the 19th century by neoclassical
economists who over time have become the dominant
school within economics. The point of departure of this
theory is that people attempt to maximise their individu-
al utility. And when utility-maximising individuals meet
on a market the individual preferences are transferred
to actual prices of goods and services. This construct
leads us to infer that utility can be expressed as money
and that GDP thus can be a relevant measure of societal
utility and welfare.



The belief that the market prices quite correctly might
represent everyone’s experienced utility is, however,
held by but a few. A reason for this is that people on the
market primarily maximise their own utility rather than
looking to humanity’s best interests, or to those of natu-
re, and that prices thus do not reflect utility or harm that
is experienced by others than the buyer and the seller. In
principle, this can be rectified through various methods.
One avenue would be to use economic incentives, forin-
stance taxes and regulations, in order to get the market
to function better in this respect. An alternative path
would be trying to measure societal utility in other ways.

There have been a number of welfare measures propo-
sed as alternatives to GDP. Some examples of this are
Human Development Index, Happy Planet Index and
Genuine Progress Indicator. These measures attempt
to assess and integrate important aspects of welfare in

various ways, for instance life expectancy, educational
level and ecological footprints - aspects that also can
be found in the doughnut model.

It should be noticed that if these welfare measures are
introduced as alternatives to GDP, the implicit inter-
pretation has already been made of GDP as measure

of welfare and utility, an alternative to which is needed.
An alternative interpretation is that GDP in short reflects
the production of goods and services, and that human
utility and welfare is something else. The distinction

is decisive. In the first case, growth can be seen as an
objective initself. Trying to increase human welfare is a
reasonable objective - providing that this includes social
and ecological sustainability which of course constitutes
the foundation for all welfare. But if growth instead solely
concerns the production of goods and services, growth
can at best be seen as a means to attain welfare.

Some argue that growth above all is

about our lives getting better.



Chapter 4.

Cost and utility

As long as we start from the premise that growth is
represented by increased GDP, regardless of whether
itis an objective or a means, this entails that economic
growth can be expressed as money. A decisive issue

is whether the monetary value of goods and services
reflects the utility of these, or if it rather reflects the cost.
Or possibly both? It turns out that utility primarily is ex-
pressed in situations where choice is concerned - when
individuals decide which goods and services they will
consume - while in practice it is the cost of manufacturing
the products that is expressed when all of this is compu-
tedinto a country’s GDP. And why is this the case?

The connections between cost and utility are evidently
not all that simple. Attending an opera performance
costs more than filling one’s belly. After all, most people
would probably agree that food is more important and
brings more utility. But a wine connoisseur who chooses
a more expensive wine probably does so because they
know that the content is more delicious and provides
more utility to those who taste it compared to the chea-
per alternative. The price of a good can thus to some
extent reflect the utility that consumers experience and
are willing to pay for. But a utility-maximising individual
has no reason to pay more than necessary for a good.

If the food is cheaper than the opera tickets, few will
protest. We would probably be willing to pay more for
the food if we were compelled to, and skip the opera
performance, but this is a hypothetical situation to which
the prevailing prices offer no indication. In practice,
most people have a budget to adhere to, and do their
best to maximise their utility with respect to the resour-
ces available. The amount of money that individuals

on aggregate spend on goods and services - and that
makes up GDP -is not an expression of how great utility
they experience, but quite simply an expression of their
purchasing power.

The price mechanism described in textbooks on econo-
mics and that pertains to buyers and sellers on a market

It is not always
possible to appraise
utility through money.

agreeing on the value of a good, assumes a situation
where the buyer wants to buy as cheaply as possible whi-
le the seller wants to be paid as much as possible. But we
cannot think this way about the economy on the whole
since we as citizens act both as buyers and sellers. If the
prices are steep it means that we are paid well at work,
but that the food and opera tickets come at high cost. It
is not quite as simple as steep prices indicating major uti-
lity for the individual. In a free market, it is rather the case
that prices often are set in competition between several
producers and tend to approach the cost of producing
the goods and services.

The production cost of goods and services depends on
the amount of labor, capital, energy and raw materials
needed to produce them. Naturally, the production can
happen in various ways and with varying quality, but in
order to be competitive on a market it must not be more
expensive than necessary. If someone charges too much,
consumers will opt to purchase from someone else who
can produce cheaper. We will not get into all the possible
exceptions to this rule, but it is clear that there are some.
For the economy as a whole, the rule is however more
interesting than the exceptions, and the reason why it is
cheaper to eat food than to go to the operais wholly in
accordance with this rule - it costs less to produce a meal
than a ticket for an opera performance. And to explain
the size of GDP, which is the sum of the food, the opera
and all the other things that people spend their money
on, itis the cost of production that determines the sum.

If we after all assume that people are doing their best to
maximise the utility of their consumption with respect to
their financial possibilities, it is reasonable to assume that
a larger budget normally would bring more utility. But
according to economic theory, the so-called marginal
utility is also assumed to be decreasing. This means that
the first unit of a good that is consumed provides more
utility than the next. One glass of water is tasty, perhaps
two, but the fifth glass doesn’t taste as good as the first.
This also ought to be the case for total consumption and
for GDP. And there are indeed studies showing that the
connection between the size of GDP and how happy
people say they are is robust up to a certain level, but the
richer the countries become, the less happiness incre-
ases per GDP unit. This presumably shows that it isn't
optimal to try to assess utility through money, even if
certain connections can be demonstrated.



Chapter 5.

Creative accounting

It is evidently tricky to estimate utility through cost. As
previously stated, it is for instance not possible to draw
any self-evident conclusions about how great utility

at an opera visit is compared to the utility of filling our
bellies just by comparing the cost between these two.
Anotherimportant example is that if we succeed in
producing goods and services more efficiently, and use
less resources in their production, cost will be reduced.
But if we somehow manage to produce food cheaper
(without impairing quality) the utility of filling one’s belly
will hardly lessen even if cost is reduced, as well as the
contribution towards GDP. In this view, it seems more
or less self-evident that GDP and economic growth pri-
marily is about increased cost, and not about increased
utility. No?

All economists do not agree on this. They argue that
if prices of goods and services change without quality
changing, it is merely a nominal change that can and

should be corrected. In order to calculate and study
GDP and growth, one should use so-called constant
prices. According to this view we would ideally always
get the same amount of a certain good for a certain sum
of money if we calculate it in constant prices. And if we
from one day to another get more utility for our money,
this should also be counted as economic growth. Reck-
oning that this would work particularly well in practice is
however optimistic.

Constant-price calculations are carried out by statistical
offices for the purpose of measuring inflation and su-
pervising the monetary value of a currency. Since money
doesn’t have any fixed value but is affected by various
factors on the market and in particular by monetary
policy (the banks” money issuance, interest rates and

the like), monetary value is in constant flux. A euro today
is not worth as much as a euro fifteen years ago. If we

are to say something about economic growth over time

Thexre are statistical methods that

are used to distinguish between

growth and inflation.



we therefore need to distinguish between increased
production of goods and services (“real GDP increase”)
and inflation. Inflation entails that the monetary value
decreases, which at the same time entails a generally
rising price level.

We should keep in mind that the purpose of constant-
price calculations primarily is to monitor the value of

the money, rather than measuring the utility of goods
and services. The actual method entails that the cost

of a carefully selected basket of goods and services is
compared between various years and is weighted into a
“consumer price index”. In order to measure the mone-
tary value, it is optimal to compare the price of goods
that are identical over time and see how prices change,
but in reality there are relatively few goods that do not
change over time. To take this into consideration the
statisticians attempt to quality-adjust the price of various
goods and services by comparing various models and
variants of the products. There are for instance methods
to calculate the extent to which consumers value certain
properties and how this affects the price of goods.

Price alterations happen for many reasons. Both real

factors (such as production conditions and technologi-
cal development) and financial factors (such as interest
and exchange rates) factorin. It is hard to find methods

to calculate inflation that take everything into conside-
ration. Taking constant prices as the point of departure
when we are studying GDP growth is still reasonable
since we are then at least to some extent able to deter-
mine whether the economy has grown in reality, and that
increased GDP isn’t solely caused by everything beco-
ming more expensive because of inflation.

In practice the inflation rate in many European countries
over the last 20-30 years has however been so minor
that the difference between constant prices and current
prices (the prices we see in reality) has been fairly insig-
nificant. This, for instance, means that the increased utili-
ty that consumers experience in the form of robustly im-
proved performance in computers and cell phones does
not contribute to increased GDP, neither in constant

nor in current prices, since a cell phone or a PC costs
about the same year after year despite the technological
development. And agriculture’s contribution to GDP
has been halved since the 1970s despite it producing
the same amount of food, thanks to increased efficiency.
The attempts to use constant prices in accounting for
the utility that consumers experience is, in other words,
working betterin theory than in reality.




Chapter 6.

Creative destruction

Even if economic growth usually is defined as increased

GDP, itis naturally possible to also have growth in certain

parts of the economy. If some companies or industry
branches grow while others shrink, we can speak of
growth within the activities that are increasing in size
and significance. A natural part of the economic deve-
lopment is that new activities are established, replacing
the old ones. As when modern IT emerged while the
market for landline telephones and fax machines saw a
decrease in significance.

“This process of Creative Destruction is
the essential fact about capitalism.”
JOSEPH A. SCHUMPETER, 1942

The concept creative destruction was coined by the
economist Joseph Schumpeter in the 1940s and is still

a popular depiction of how economic development oc-
curs. We might compare it with an ancient forest where
old trees die and fall to the ground while young plants
grow roots and sprout. If we think of such a forest we
see that there is a clear distinction between whether the
trees are growing or if the forest as a whole is growing. In
a healthy forest most trees are growing (if everything is
all right) but the forest in its entirety need not do so. The
same may be true for the economy.

In most economies creative destruction is however oc-
curring in parallel with the economy as a whole growing.
Of course there is an ongoing destruction of outmoded
companies and activities. But much of what is created

is quite simply added to the old without anything being
replaced, and this is what makes the economy increase
in size. From an ecological sustainability perspective

it naturally matters what is growing. If that which is
growing has a small environmental impact, it is in this
respect better than if more environmentally detrimental
activities were to expand.

Those who see growth as an expression of society’s
development and progress, rather than as an increase in
the economy’s physical size, can find support in the idea
of creative destruction’s possibilities of substituting old
with new. Growth then occurs in the parts of the eco-
nomy that are currently expanding, and the make-up

of production and consumption is thereby converted
towards new goods and services.

That the trees are growing doesn’t

mean that the forest is getting larger.

1



Chapter 7.

Green growth

Most agree that what is growing should do so with as
little negative environmental impact as possible whi-

le creating the largest possible utility for people and
society. One response to that challenge is the idea of
green growth which nowadays is advocated by many
important actors and organisations. In reports from the
OECD, the World Bank and the UN Environment Pro-
gramme similar definitions of green growth are offered,
which is about supplying growth and development while
the environment and natural resources are stewarded
sustainably. The wording of the UN'’s global developme-
nt goals conveys similar ambitions. At the centre of most
green growth strategies lies the emphasis on innovation
and technological development that shall contribute to
decoupling growth from negative environmental impact
and promote efficient resource use.

As so often when the word growth is used, even the abo-
ve-mentioned reports avoid defining what specifically
is meant by growth. None of the definitions mention in-
creased GDP in its core passages, but on the other hand
there is mention of things such as increased income and
more jobs. This opens the door to various possible inter-
pretations, and one possibility is to see green growth as
a form of creative destruction where the technological
development also entails shifts and conversion from
fossil to renewable energy, linear to circular production
processes, and an increased element of personal and
digital services instead of physical goods and so on.

Whether green growth should be interpreted as an
environmentally friendly form of GDP growth or in any

other way, is naturally decisive for how we should assess
the possibilities of living up to various sustainability
goals. Using creative destruction to substitute environ-
mentally detrimental parts of the economy with more
environmentally friendly alternatives does not entail
growth in the economy on the whole, but that certain
parts of the economy grow while others decrease.

Nor do innovations that lead to more efficient produc-
tion where the use of natural resources is limited mean
that the economy grows. Rather, it leads to the opposite
when the cost of production of goods and services is re-
duced. As we have previously seen, it is cost rather than
the utility of the production that is reflected in the value
of goods and services. If efficiency leads to reduced
resource use, it is obviously good from an environmental
aspect, but it thus does not create growth in the form of
increased GDP.

Green growth might also mean that the share of services
in the economy increases, if we assume that services in
many cases have a small ecological footprint compared
to goods. Digital services such as streaming services, IT
communication and video meetings are indeed beco-
ming more important, but in many cases they generate
very little revenue through being so cheap to supply.
Personal services such as education, care and health
care, cost all the more, but grow all the less in the mo-
dern economy. Such services take time to carry out and
thus there are given limits to how much they can grow.

Green growth does, in other words, have its limitations.

Green growth is the dream that the economy

will grow in a sustainable way.
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Chapter 8.

What does it look
like in reality?

It is valuable to clarify what we really mean when we
speak of growth, but when we are finished with this we
also need torelate to reality. The situation is such that
human activities today affect the climate and the eco-
systems all over the world in an unsustainable way, and
itis urgent to adjust the economy so that the environ-
mental impact from production and consumption stays
within the planetary boundaries - within the doughnut,
if you will. Economic growth must be sustainable, and
ifitisn’t, itis not desirable and in the long term hardly
possible to maintain either.

Historically, the connection between GDP growth and
environment-related indicators such as carbon dioxide
emissions and use of natural resources has been very
clear, and global GDP growth is today strongly inter-
connected with increased pressure on the planetary
systems. This appears natural as growth in reality entails

increased production and consumption of goods and
transportation, with increased use of energy and mate-
rials. The number of scientific studies that investigate
these connections has grown exponentially over the
past few years, which means that knowledge in this area
is more comprehensive today than just a few years ago.

What these studies on aggregate demonstrate is that
from a global perspective the extraction of natural
resources grows at roughly the same pace as GDP.
Natural resources here comprise both non-biological
materials such as gravel and minerals, and biological
materials such as grain and timber. As for greenhouse
gas emissions, these are also increasing globally, but not
as much as GDP. Thus for greenhouse gases one usually
talks about a relative decoupling between GDP growth
and environmental impact. There are also examples of
individual countries where there has been an absolute

In reality the connections between
GDP growth and global environmental

impact are very strong.



decoupling, that is where GDP is increasing while green-
house gas emissions are decreasing. The examples do
however exclusively apply to countries where emissions
already are so high that the reduction that occurs is far
from sufficient to for instance live up to the Paris
Agreement.

These connections turn out somewhat differently if we
measure the environmental impact in connection with
production or consumption. If the entire global popula-
tion were to have the same consumption patterns as an
average European, three Earths would be required to
support these people. At the same time the greenhouse
gas emissions from European domestic production, for
instance, are decreasing despite an increase in GDP.
That the emissions are decreasing in Europe does to
some extent depend on investments in more environ-
mentally friendly technology, but it is also largely due

to the fact that much of the emissions-heavy indu-

stry no longer remains in Europe, and that Europeans
import large volumes of goods from abroad. European
consumption is thus based on emissions occurring in
other countries where the goods are manufactured.
That European GDP is increasing by definition means
that the value of the European production of goods and
services increases, but the increased revenue that this
generates inevitably also leads to increased consump-
tionin Europe.

To answer the question of whether economic growth
is sustainable we do, in other words, need to look at

the environmental impact from both production and
consumption. The most scientifically anchored conclu-
sion is that GDP growth in the world as a whole entails
increased greenhouse gas emissions and increased
pressure on natural resources.

Thereis so far no evidence to suggest that it is possible in
practice to disconnect growth from increased environ-
mental impact to the extent necessary for an ecological-
ly sustainable development, but in theory it cannot be
completely ruled out. However, we should at the same
time lay down that nor is the opposite of growth, that is
reduced GDP, sufficient to attain sustainability. Since
greenhouse gas emissions in principle must cease com-
pletely if we are to avoid catastrophic climate change,
GDP with today’s production and consumption patterns
would also need to be reduced to close to nil, which
naturally is totally inconceivable.

What is probably needed is instead some radical com-
bination of changes within technology and behaviour as
well as economics. Increased possibilities for consump-
tion, thus things that have traditionally been associated
with GDP growth, are evidently necessary for much of
the global population who today are living in poverty.
But perhaps itis nolonger necessary in the world’s rich
countries. The question is, however, what happens with
the economy if growth does not occur?




Chapter 9.

When growth

does not occur

Itis a fairly common conception that our economic
system demands growth in order to function, and that
without growth there arise near-insurmountable pro-
blems. It is not the case of us fundamentally having too
low GDP and that this urgently needs to be rectified, but
rather that an economy that stops growing is doomed.
When GDP in 2020 sinks to the 2015 level, it is depicted
as a catastrophe, despite the fact that a catastrophic si-
tuation hardly existed in 2015. If we think that increasing
GDP is absolutely necessary, it is not hard to understand
the conviction that growth must be compatible with
social and ecological sustainability, no matter how im-
possible it may seem. But what actually underlies such a
conception?

In most of Europe and in other industrialised countries
the economy has grown continuously as long as anyone
can remember, at least since the industrial revolution in
the 19th century. It is only during severe economic crises
that GDP has paused or decreased in the short term.
The crises can have various causes such as elevated oil
prices, currency speculation or a pandemic. That the
production of goods and services decreases in such situ-
ations is something we know, but it is usually a symptom
of a crisis, rather than an underlying cause of a crisis. This
is still a possible explanation for why absence of growth
appears so frightening.

There are also more logical reasons to worry about
absence of growth. Those who work within politics are
eager to please their voters by devoting resources to
one thing or the other, but the possibilities of doing this
largely depends on tax revenue, which in turn is affected
by GDP. Without increased tax revenue it will be hard

to allocate funds to new things without concurrently

taking unpopular decisions to cut back on something
else. Another fear is that digitalisation and new techno-
logy reduces the need for labour in many sectors and
thatincreased production and consumption therefore is
necessary in order to create new jobs.

However, none of this constitutes laws of nature, but is
consequences of human decisions. There is research
indicating that the economy in the short term can have
trouble adapting to lower GDP growth, but that the re-
ason for this above all is about expectations. Since GDP
usually increases from one year to another, there are
expectations of continued GDP growth inherentin our
planning in various ways - in individuals, companies and
authorities. There may for instance have been bank loans
and investment decisions taken in the belief that societal
production and consumption will increase customarily.
There is however nothing to suggest that the economy
in the long run would be unable to adapt to lower or

no GDP growth, providing we adjust our expectations
accordingly.

GDP growth is a political prioritisation that needs to

be pitted against other things. And we invariably must
make prioritisations whether we have economic growth
or not. There are many jobs to carry out that cannot be
digitalised or automated, for instance within health care
and schools. Some also argue that it is positive if techno-
logy entails that we need to work less to attain a certain
standard of living, and that this creates opportunities for
more leisure time. There quite simply is nothing foisting
constant growth upon us, it is a choice that we have to
make one way or another. Also, let us not forget that
development and human progress are about much more
thanincreased GDP.

Expectations of continued growth

can create problems if growth

does not occur.



Chapter 10.

Forward - not upward

We initially noted that growth evokes feelings, and

that discussions of growth often are difficult to conduct
since those who converse do not understand each other.
Thus it becomes difficult to attain constructive solutions
despite the fact that most people presumably are in ba-
sic agreement about a good many things. Most people
want a sustainable future and an economy that con-
tinues to develop and that manages to meet people’s
various needs.

Perhaps part of the confusion is that the very word
growth stirs up emotions. If we look it up in a dictionary
we see that it quite simply means that something incre-
ases in size. But the word also has to do with growing,
which in turn is part of life itself. Undoubtedly, there is
among some people a conception that growth constitu-
tes the very life force of the economy, and thus virtually
is a prerequisite for a functioning society. But as we have
seen, life force can manifest in many forms - as creative
destruction orinnovations that improve and streamline
production and consumption (without GDP increasing).
If we wish to be understood when we speak of growth,

it may be better to say what we really mean. Ought we
instead say “increased GDP” or "human progress” and
thus avoid misunderstanding?

Economic growth is usually defined as increased GDP,
and is from such a definition intimately associated with
the amount of goods and services produced and consu-
med per unit of time. The word economy, on the other
hand, is about economising and can be derived from
the Greek words oikos (house) and nomos (law). What
would be most economical ought to be to strive for the
greatest possible utility at the least possible cost, but as
we have seen GDP is considerably better at measuring
cost of production than utility of consumption.

There are many ways to increase the utility of what we
produce at the same time as we reduce the cost of
production. It may be anything from digitalisation and
streamlining to sharing and recycling. We can also be
more careful with what we choose to consume, and can
forinstance substitute goods with a large ecological
footprint in favour of services with minor environmental
impact. If we succeed in reducing cost and thus GDP
while we increase utility, we will have attained another
type of development than what traditionally has been
termed economic growth.

A functioning economy is an economy that can handle
changes, and there are various views of what such an
economy looks like. Many maintain that adaptability is
one of the market economy’s major advantages while
others opine that it is through active steering that adap-
tation occurs. There is however much to indicate that
growth is something we do not want to leave to chance.
In these pages some of the issues raised by growth have
been discussed. If we have succeeded in sorting out
some of them, we have started down a path towards a
better conversation on growth.

We need to articulate clearer goals

for the economy than simply to say

that it should grow.
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