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Beyond green growth

Can economic growth be made greener, or must we look beyond growth to achieve
sustainability? An important new study shows that the pursuit of “green growth” would
increase inequality and unemployment unless accompanied by radical social policies.

Daniel W. O’Neill

It is one of the great debates in sustainability: green growth versus degrowth. Advocates of green
growth argue that growth is necessary for economic stability and job creation, and that
environmental problems can be solved by breaking the link between economic activity and its
environmental impacts. Advocates of degrowth respond that the laws of physics make this link
difficult to break, and that growth in GDP (gross domestic product) is no longer improving people’s
lives in wealthy nations. A new article by Simone D’Alessandro and colleagues makes an important
contribution to this debate by constructing a model that compares the outcomes of three different
policy packages: green growth, degrowth, and a Green New Deal (Fig. 1). The authors find that
although green growth may reduce greenhouse gas emissions, progressive social policies are needed
to save green growth from rising unemployment and inequality.
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Fig. 1. Three policy packages (green growth, degrowth, and a Green New Deal) that
are evaluated using a new ecological macroeconomic model. Some policies overlap
between the packages, while others differ between them.

The study builds on recent advances in the emerging field of ecological macroeconomics®3. This field
develops macroeconomic theories and models to analyse systems with interlinked economic, social,
and environmental variables. A critical idea is that the economy is embedded within society, which is
in turn embedded within the biosphere. Economic processes are therefore analysed in terms of
flows of biophysical resources and social outcomes—not just in terms of flows of money, as in
conventional macroeconomic models. Conventional macroeconomic models adopt an optimisation
framework with a single goal (i.e. GDP growth). However, GDP is increasingly being seen as a poor
indicator of progress, which does not account for many of the things that people value most®.
Ecological macroeconomic models allow for multiple non-substitutable goals to be explored (e.g.
sustainability, equity, and human well-being). These models have been developed to address issues

such as the link between growth and inequality® and the effect of climate change on financial
stability®.
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The Eurogreen Model developed by D’Alessandro and colleagues provides a valuable new analysis.
The model evaluates three different policy packages (Fig. 1), in comparison to business-as-usual. Itis
parameterised for France, and runs from present day to 2050. The green growth package includes a
carbon tax, an increase in renewable energy, and innovations that can improve both labour
productivity and energy efficiency. The Green New Deal package includes the same environmental
policies as green growth, minus the incentives for labour-saving technology, plus progressive social
policies such as a state-sponsored jobs programme and a gradual reduction in the working week.
The degrowth package includes all of the policies in the Green New Deal, alongside a reduction in
both consumption and exports, and a tax on wealth.

The authors find that all three policy packages are able to significantly reduce greenhouse gas
emissions. Both green growth and a Green New Deal come close to reaching the EU’s Climate Action
target. Degrowth achieves it. However, there are important trade-offs in each of the scenarios.
Green growth reduces greenhouse gas emissions, but inequality and unemployment both rise. The
Green New Deal dramatically lowers unemployment and reduces inequality, but at the expense of an
increase in the government deficit-to-GDP ratio. Degrowth reduces emissions and inequality further
than the other two scenarios, but it leads to a higher increase in the deficit-to-GDP ratio (because
GDP decreases). In short, there is no win—win scenario.

These results have important implications. First, they suggest that a purely market-based green
growth strategy is likely to have serious negative side effects. These side effects may be corrected by
complementing environmental policies with strong social policies, such as working-time reduction, a
guaranteed jobs programme, and a wealth tax. Second, the results suggest that degrowth can
dramatically reduce environmental impact and lead to improved social outcomes (e.g. more leisure
time, higher employment, greater equality), provided the appropriate policies are in place. Third, a
Green New Deal, with an explicit focus on achieving a just transition’, may represent a compromise
that advocates of both green growth and degrowth can support.

The Eurogreen Model makes a number of important contributions, but—like any model—it also has
limitations. Importantly, the model does not assess whether the degree of decoupling assumed in its
green growth scenario is actually possible, an assumption that has been challenged empirically®. Even
if it is possible to decouple growth from greenhouse gas emissions, it may not be possible to
decouple it from other environmental problems. Second, the degrowth scenario does not include a
number of additional changes that have been put forward by degrowth authors, such as alternative
business models, new measures of progress, or public money creation®. For example, central banks
could potentially create money to help fund a low-carbon transition (as they created money to bail
out the banks), which would reduce the government deficit*°.

Ultimately, the important work of D’Alessandro and colleagues tells us that we need to choose our
economic policies carefully. We cannot expect economic growth to deliver sustainability, or green
growth to deliver social equity. If we want to achieve a sustainable and just society, then we need to
move beyond the pursuit of growth, and target these outcomes directly.

Daniel W. O’Neill
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