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6 Principles of Post-Keynesian
Ecological Economics

Louis-Philippe Rochon, Sergio Rossi,
and Maurizio Solari

6.1 Introduction

For many cconomists, particularly those in the critical or heterodox tradition, on-
going global warming has resulted from economic activity, predominantly, though
not exclusively, from industrialized capitalist societies (see Moore 201 6). In this
context, the need for changing economic theories and policies towards an ecologi-
cal path is therefore not only apparent but crucial. The neoclassical approach -
currently dominant — is indeed ineffective in depicting the economy and correct-
ing it into a sustainable system. This approach is largely one where the economic
system is self-correcting and converges 1o a stable, long-run equilibrium, that is
wholly inadequate to analyse economic systems. This applies as well to jssues
surrounding environmental or ecological concerns, which are seen as neutral on
the long run.

Moreover, by missing the monetary essence of our economies, mainstream
economists are unable to provide a clear and trusiable analysis of the real world,
thereby proposing ineffective policies well summarized by the failures of the
Kyoto Protocol and the Paris Agreements, afier which carbon dioxide emissions
have increased dramatically (see Figure 6.1). To reverse such a path, a change in
perspective is urgently required.

Post-Keynesian economics is well equipped to fill this void (see among others
Fontana & Sawyer 2016: Lavoie 2022, p. 633), especially by using concepts such
as effective demand, fundamental identities, fundamental uncertainty, endogeneity
of money, and different degrees of economic power among agents. This chapter
aims to provide some foundations for a post-Keynesian ecological approach. To
do that, Section 6.2 presents the monetary economy of production shaping all con-
temporary economies. Undetstanding the functioning of the economy is crucial, as
well as positioning it in the world. Section 6.3 therefore explains the embeddedness
of the economy into a larger whole, that is, nature or the earth’s ecosystem. This un-
derstanding is necessary to Propose a way to follow in attempting to reverse global
warming. Section 6.4 focuses on this issue through two categories of interventions,
namely the reformist and revolutionary ones, which can however be applied to-
gether, to mutually reinforce one another,
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Figure 6.1 World fossil carbon dioxide emissions in gigalons {Gt) per year,

Sowrce: Authors” claboration based on Friedlingstein et al. (2003} and Solari et al. (2024, sec. 2).

6.2 Ecology and the Menetary System of Production

As is well known, economics is divided into two opposing visions of how the
world operates (see Gnos 2017; Rochon & Rossi 2021a). In the micro-founded
neoctassical theory, the economy witl converge to a long-run, stable, equilibrium,
which is unique and quantiftable, and acting as a centre of gravitation (Davidson
1999, pp. 307-308; Rochon & Rossi 2021b, p. 32). The assumed rationality of
economic agents simply rules oul uncertainty, at least in the sense that we simply
do not know the future. Uncertainty is therefore just reduced to a probabilistic is-
suc, where a finite set of possibilities exists, and economic agents rationally choose
one — or a combination — of them. The deviations from the long-run equilibrium are
hence conceived as short-term imperfections, which would be settled over time by
the market mechanism {Monvoisin & Rochon 2006, pp. 12-13).

6.2.1 Ecolpgical Path Dependency

However, for heterodox authors, the long-run trajectory is the succession of
changing short-term expectations since the future is “unknown” (Robinson 1972,
p- 3). Therefore, there is no predetermined natural equilibrium (Asensio 2017,
pp. 135-136) and agents’ actions are led by their own forecasts about the future,
even though such forecasts will not come true eventually (Setterfield 1999, p. 482),
Although the past is “irrevocable™ (Robinson 1972, p. 3), it nonetheless influences
both the present, and the future.

This view has implications for the ecology, since from an ecological point of
view, such path dependency implies that the economy cannot proceed in the same
way as it did since the first Industrial Revolution, when considering the finiteness of
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the planct (see Section 6.3) and the over-accumulation of greenhouse gases (GHG)
in the atmosphere, as well as waste and pollution engendered by the economic pro-
cess. In other words, the path of the evolution of the planet is not pre-determined
but depends on changing (and alarming) ecological conditions. Changes are re-
quired, starting from the way of thinking and studying economics,

6.2.2 Ecological Economics and Power

Post-Keynesian economics is particularly fertile. It sees the economy as con-
strained by social and political contexts, fashioning economic agents® decisions
and behaviour, the latter being therefore conventional rather than rational (Barrére
1990, p. 51; Lavoie 2022, pp. 96-97). This raises the issue of power and power
relationships, especially conceming uncertainty about the future, thereby leading
economic agents to exercise power over other agents, not only to enjoy a higher
comfort in the present but also to secure their position against unpredictable events
in the future. This is the case, for instance, of firms trying to reduce wages, or banks
imposing a (high) rate of interest on credits (Monvoisin & Rochon 2006, p. 21; see
also Rochon 2006). When the conventions consolidate, they build up institutions,
guaranteeing and controlling the exercise of power related to them (Monvoisin &
Rochon 2006, pp. 23-24).

To fully understand the role of economic power, we must elaborate on the notion
of money, that is, the element characterizing and delimiting the economic sphere.
To be sure, it is precisely the formation of products in monetary terms that makes
them economic. Any human activity shaping differently (part of) the surrounding
environment and engendering a utility form could be categorized as production.
However, for this production to be economic, the monetary side of the picture must
be engendered (Cencini 2005, p. 110). it is money, indeed, that allows the homog-
enization of otherwise heterogeneous products (Rossi 2001, pp. 77-78; Hudson
2004b, p. 309), making a society based on the division of labour possible. If com-
modities were incommensurable one to another, everyone would be constrained
to produce all the products fulfilling her/his needs. The institution in charge of
managing money is the banking system, that is, commercial banks plus the central
bank. Money is endogenously issued out of nothing within the economic system
(Rochon & Rossi 2013, p. 214; Solari 2023) on the demand of economic agents and
through credit lines granted by banks (Moore 1988, p. 373).

To make it clear, we do not advocate for a dichotomous view of sociely: there
is no monetary sphere aside from the real one. Income, that is, the monetary form
of the social product, is a different definition of one and the same object, namely,
produced goods and services (see Schmitt 1984/2021), thereby giving the plain
signification of Keynes’ first fundamental identity (Cencini 2005, p. 109):

National income = National product

In other words, workers do not receive the result of their efforts directly,
but they obtain wages instead (see Solari 2023) since we all live in monetary
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economies of production (see Graziani 2003 among others). Those wages are
however tied to the real products since they are charged with the purchasing power
to buy them (Rochon & Rossi 2013, p. 223). Income therefore reflects a power
on commodities. Wages constitute, at first stance, the whole income engendered
through production. Firms, however, can and do put a mark-up on selling prices,
thus gaining profits, that is, a derived form of income (Keynes 1936/2013, p. 5;
Schmitt 1984/2021, pp. 6162, 64; 2017, pp. 65-67; Rossi 2008, pp. 41-42). Prof-
its are distributed to several other economic agents eventually, such as sharehold-
ers through dividends, banks through interests, the State through taxes, and so on.
In any case, income maintains its power on goods and services — except in the case
of inflation and deflation, whose investigation, however, goes beyond the scope
of this chapter.

Hence, there exists huge pressure to grasp income, which amounts to accu-
mulating economic power. This is true both for firms (profit-secking) and people
(rent-seeking). As mentioned above, the formation of income cannot but take place
through production, which is tantamount to saying that there exists a pressure to
increase the overall economic production, too. This is another way to explain the
economic growth-mantra, which has been at the very centre of our societies sinee
the first Industrial Revolution, and which is factually problematic concerning the
finiteness of planet carth. The next section addresses this point.

6.3 The Economy Embedded within Nature

As explained in the previous section, economic value is defined by the monetiza-
tion of production, through the remuneration of workers (see Schmitt 1984/2021 ).
This means that natural resources have no economic value since they are not the
result of human work (Moore 2016, p. 93). To be sure, there is an economic activ-
ity for extracting, refining, and any other type of human transformation of natural
resources. Nevertheless, the property and right to exploit anv natural resource do
not give rise to the formation of a new income but rather imply just a transfer
of an existing or future one. For instance, the payment received by a landholder
for the exploitation of her/his property is financed by an income formed or to be
formed through a production activity (see Solari & Rossi 2025). In other words, the
landholder’s rent is an income derived from wages formed through the production
process.

It is worth emphasizing, however, that no economic activity could be possi-
ble without the exploitation of natural resources, thereby engendering waste and
pollation (Kemp-Benedict 2022, p. 211). Economic activity, as any other human
activity, is subsumed to the third law of thermodynamics, that is, the unavoidable
increase of entropy (Georgescu-Roegen 1971, p. 11, 129). The mechanization of
production has further increased such an impact, along an exosomatic path (Lotka
{945, pp. 178, 188; Georgescu-Roegen 1971, p. 307). The goal should therefore
be to integrate the ecological issue into economic thinking, At the time of writ-
ing, there are two main branches of economics precisely doing this (see Douai &
Plumecoeq 2017; Solari & Rossi 2025).
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The first one is environmental economics, relying on neoclassical fundamentals
and attempting to give a price to what is called “natural capital” or to the costs
related to waste and pollution. The underlying idea is to set up some market where
artificially engendered demand and supply interact, giving rise to an equilibrium,
In other words, nature is reduced to a part of the economy, that is, part of input and
output, to which nowadays no price or cost is related. The economics’ analytical
tools would otherwise fully apply, thus allowing for the optimization of nature’s
exploitation, that is, maximizing consumers’ utility and firms’ profits (see Solari
& Rossi 2025). This leads to the concept of weak sustainability: the destruction
of natural capital is not problematic as long as something else can take its place
{Nerdhaus & Tobin 1973, p. 522; Ayres et al. 2001, p. 158). In environmental eco-
nomics’ terms, natural capital can be substituted by instrumental capital, thereby
maintaining the standard of life unaffected overall (see Spash 2012, pp. 37- 41 for
an elaboration on epistemological weaknesses of mainstream economics).

As Polanyi (1944/2001, p. 188) already pointed out many decades ago, main-
stream economists consider the environment as a set of resources, instead of rec-
ognizing that it is the mifien of life (see also Solari & Rossi 2025). The latter point
of view makes it clear that it is the economy that is embedded within nature, rather
than the opposite. Any living being on earth needs very particular conditions to
make life possible, which amounts to saying that the very existence of human be-
ings is possible only within the biclogical sphere. The economy is a subgroup of
human activities and therefore embedded within this sphere, as Figure 6.2 depicts.

Earth’s ecosystem

Mankind

Figure 6.2 Mankind and the cconomy are embedded in nature,

Svurce: Authors’ eluboration based on Daly (1993, p. 812).
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Let us quote Spash (2012, p. 43) to translate it in epistemological terms: “every-
thing is governed by the laws of physics, all biological entities are physical but not
vice versa, so biological sciences are embedded within the physical and likewise
the social within the biological and the cconomic within the social.” it is worth
noting, however, that embeddedness does not amount to reductionism. The space a
human being occupies in the world, for instance, cannot be reduced to the sum of
the molecules composing it (Georgescu-Roegen 1979/2009, p. 109; Spash 2012,
p. 43) since, for instance, only the human being as a whole can build-up and run a
motor vehicle.

The economy being embedded within nature, as an organic part of the latter
(Spash & Ryan 2012, p. 1095}, economic decisions should integrate criteria re-
flecting the boundaries imposed by nature, Such criteria should be applied at the
very beginning, when firms propose some production project and banks decide
whether to grant or not the credit needed to start the production process (see Solari
& Rossi 2025; Solari et al. 2024). Nowadays these criteria are Just of commercial
and financial fashion, following the effective demand principle and assessing solv-
ability, respectively (Rochon 2006, pp. 180-181; Asensio 201 7, p. 129). Now, to
align the economy with ecological constraints, firms and banks should (be forced
to) integrate ecological criteria (Solari & Rossi 2025), as we further elaborate in
Section 6.4,

The original aim of the second branch in the matter, ecological economics, is pre-
cisely to integrate such a multi-disciplinary approach. Economics — as a science —
cannot cover the entire picture but needs to be supplemented by ecology, sociol-
ogy, anthropology, history, and so on. This is in line with Keynes’s views, where
he once argued that “the master-economist must possess a rare combination of
gifts. He must be mathematician, historian, statesman, philosopher — in some
degree” (Keynes 1924, p. 322). The role of economics, however, is crucial, given
the substantial impact that the economy — in the form of capitalism - has on nature
(see Moore 2016). The limits of the earth’s ecosystem are not absolute: global
warming is not “destroying” the planet, as too often we listen to, but it is chang-
ing the conditions of life, for both human beings and any other species. How (o
integrate such boundaries, consistently with the monetary economies of production
in which we all live, is of major importance. The required multi-disciplinary ef-
fort mentioned above must be consistent with the monetary essence of our econo-
mies and the existence of several forms of power (see Monvoisin & Rochon 2006,
p. 16, on these forms of power), which is not the case for environmental eConomics-
rooted policies.

Even ecological economics, however, suffers from a lack of a robust monetary
theory (Ament 2019, p. 11). We addressed that issue in this section and the pre-
vious one, according to the ontological key elements proposed by Ament (2020,
p- 3} as well as with epistemological presuppositions and claims, and methodologi-
cal positions, purported by Spash (2012, p. 45). It is now time to present some ways
that should be followed. There exist two possible paths that could work together to
address as rapidly as possible such an urgent problem. The next section elabotates
on this.
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6.4 Reformist and Revolutionary Policies Altogether

Two categories of interventions can be found by differentiating them on the re-
quired degree of rupture with the current state of the world. On the one hand, the
so-called reformist policies could theoretically be applied even while maintaining
the capitalist structure. On the other hand, the revolutionary ones imply a deep
change in the actual system, as regards both material and ideological dimensions.
However, even reformist policies could lead to a revolutionary change, when ap-
plied at a higher magnitude than has been the case through the Kyoto Protocol or
the Paris Agreements. To do that, they should be combined with the revolutionary
policies, as well as comply with the essence of money. In a similar vein, Rochon
and Rossi (2013) cogently explained about a decade ago, money has always been
endogenous and is at the core of economic activity, which the authors label as the
“revolutionary™ view, since it completely overturns the economic understanding.
Let us address some policies for each of the categories, to better understand their
respective characteristics and the way they should be merged.

6.4.1 Make Reformist Policies More Effective

The reformist policies aim to redirect economic activity unte a more sustainable
path. Among them lie the environmental-economics-fashioned policies, at least
those punishing nen-ecological forms of behaviour (for instance, through taxation)
and/or priming the ecological ones (mostly using subventions). Up to now, how-
ever, the results are poor, as shown by the persevering increase of GHG emissions,
even after decades of such policies’ appliance (see Figure 6.1). This is due, on the
one hand, to the low magnitude of the applied interventions. On the other hand,
moreover, these policies only address the issue ex-post, namely, by sanctioning/
priming already realized actions. As a matter of fact, by sanctioning a pollutant
firm we do not induce it to decrease its emissions if it can increase its sales, thereby
financing the additional taxation burden. Environmental cconomists often reply
to this criticism by arguing that such policies will induce firms to develop some
technological instrument reducing their impact on nature eventuaily. To put the
accent on technological development, however, is a risky bet, since there is no
certainty about either the birth of such a technology or its effectiveness (Pressman
2006, p. 75; Spash & Ryan 2012, p. 1096). This requires vears or decades or tested
proof,

Another frequent reply from environmental economists is that the increasing
consumers’ sensitiveness about ecology will change behaviours and divert con-
sumers from highly pollutant towards less pollutant products, thus leading firms to
privilege the production of the latter eventually. Nevertheless, this neglects the fact
that firms have a deep influence on these forms of behaviour through marketing and
advertising instruments, which would be used to increase profits instead of reduc-
ing the ecological burden (Pressman 2006, pp. 77-78).

To make reformist policies more effective, they should be applied at the very
root of the economic system, namely when economic decisions about what, how,



122 Realizing an Alternative Political Economy of Sustainability

and how much to produce are taken, In other words, we should act on firms’ project
selection and on banks’ decisions (Bellofiore 2023, p. 265) on granting or not the
required credit lines, that is when the production becomes economic by its moneti-
zation (Rochon 1999, pp. 8—10). Lacking to do that would incur a failure (Ament
2019, p. 13). The intervention should be led by the State in a twofold way. On the
one side, governments (and perhaps international institutions) should have quite a
stringent control on the economic decisions mentioned above, through taxation and
subvention, but also by regulating the quantitative extent of the production activ-
ity. On the other side, central banks should orient their monetary policies — for in-
stance, the policy rate of interest for liquidity operations — to make non-ecological
productions less profitable (or even costly) for banks (see Solari et al. 2024 for
analytical elaboration on this).

These two sides should jointly operate since the State (i.e., the government
plus the central bank) is the institutional cornerstone for both reducing the tension
within the economic system (for instance, through the tax-subvention scheme that
transfers income from wealthy to poor people) and fixing some fundamental rules
of the game (Ament 2020, p. 6). Ament (2020, p. 8} summarizes it by stating that a
crucial question is “to whom, and for what credits are issued; upon whom and what
tax debts are levied.” As Davidson (1999, p. 313) points out by elaborating on the
concept of hysteresis, the economic system flows to an indefinite long-term state
by changing its road continuously, not only because of exogenous shocks but also
and especially through endogenous changes. The State should therefore intervene
in directing the economy towards a full-employment situation, and sustainability
from an ecological as well as social perspective.

Concerning monetary policy, it is worth noting that it should be (re)politicized
in a way to differentiate the liquidity conditions between sustainable and non-
sustainable activities {see Rochon & Vallet 2022; Solari et al. 2024), and there-
fore hitting firms and banks having and exercising the power to degrade nature.
Mainstream monetary policy is indeed ineffective to impact on macroeconomic
magnitudes, as Rochon and Vallet (2022, p. 86) cogently explain, since it operates
indistinctly on all the commercial banks. The interest rate, however, is an exog-
enous variable under the control of the central bank (Rochon & Setterfield 2008,
pp. 5-6; Lavoie 2022). There is, therefore, room to manoeuvre and rethink mon-
etary policy by differentiating this rate of interest (see Solari ct al. 2024 for analyti-
cal elaboration on this point). Money is not a neutral instrument (Ingham 2004,
p. 21) and neither is monetary policy (Rossi 2023): the goal is to reorient this policy
towards an eco-friendly direction.

6.4.2 Towards a Revolutionary Change

Yet, by effectively applying these policies, economic and policy decision-makers
would be led to change their way of thinking about the economic system. A decou-
pling between economic activity and ecological degradation consistent with the en-
tropy law is not possible. To give up the growth-mantra is just unavoidable, given
the finiteness of the earth’s ecosystem within which the economy is embedded.
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The question is how to do that. The overall result would indeed be a reduction of
econothic activity, whether it would be led by social and political choices or by a
deep and brutal change in ecological conditions. Nowadays, we are stuck in the
second altemative, further exacerbated by the exercise of power to accumulate as
many resources as possible within the present uncertain context (see Monvoisin &
Rochon 2006, p. 26). Several contributions on stationary-state or degrowth have
been produced by scholars, attempting to switch towards a socially and economi-
cally sustainable path, fashioned on a political agreement as large as possible (see
among others Daly 1991; Cahen-Fourot & Lavoie 2016; Hickel 2021). The finite-
ness of planet earth unequivocally imposes a quantitative slow-down, even though
it will raise multiple additional problems, the major one consisting of a reduction
in work needed to ensure the required production.

Now, by pushing the effective demand concept to its limits, it is ascertained
that aggregate demand and supply are identical. This means that equilibrium does
not pertain to macroeconomic analysis (see Cencini 2005, pp. 71-75), the level of
the latter being subsumed to political as well as private decisions. As a matter of
fact, any given state of the world can (and often does) diverge from full employ-
ment (Setterfield 1999, p. 483). Since technological improvements decrease the
need for human labour, by increasing labour productivity (Cesaratto et al. 2003),
and adding up the required reduction of economic activily overall for achieving
ecological sustainability, we argue for a reduction of working time by fairly redis-
tributing it as largely as possible (Keynes 1928/2013, p. 329; see also Lavoie 2022,
pp. 636-637). The “economic problem,” that is “the struggle for subsistence”
{Keynes 1928/2013, p. 326), has indeed been potentially solved, even though the
present unfair distribution of the social product and, upstream, of the working
tasks, impede to reach such a major goal for humanity. To impose the required
working time reduction by law is not technically challenging, while it would re-
quire a settling-in period economically speaking. The result, however, would
hopefully mark an upswing for those who are nowadays excluded from the labour
market. For those who are now employed at a hundred per cent rate, it would be
a liberation of time to use for other purposes, including adopting more ecological
behaviours, which often implies a larger consumption of time. From a macro-ori-
ented approach, it is completely nonsense to employ people — as it is often the case
nowadays — just to allow others to work eight or more hours per day. The fast-food
industry is a crystal-clear example of that, adding up, moreover, heaith concerns to
the ecological ones.

Present policies, regretfully, go towards the opposite direction. Beyond the
aforementioned unnecessary job creation, which Graeber (2018) bluntly labelled
as “bultshit jobs,” the last decades have been marked by globalization and the inter-
national diversification of manufacturing operations (IDMQs), that is, the produc-
tion of detached components all around the world, which are assembled eventually,
after having been displaced, perhaps several times, for thousands of kilometres.
This implies a huge consumption of energy, whose impact is enormous. The very
low transportation costs and labour remunerations in the Global South largely
explain such an unecological path, underlying social and economic inequalities
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between the Global North and the Global South thereby. To reverse this trend, a
major change is required, notably by putting growth-mantra, profit-secking (see
Ament 2019, p. 12) and material comfort at a lower level than eco-sustainability
and social —as well as individual — well-being. This needs to constrain the power of
the industry, especially of transnational firms, which has arisen with globalization
(Monvoisin & Rochon 2006, p. 24), giving rise to (quasi) monopolistic positions.
Firms, indeed, attempt “to control the market rather than being controlled by it”
(Pressman 2006, p. 76), with the aim to increase profits even though this implias
degrading nature and other people’s conditions of life.

Although such a perspective could appear naive, the post-Keynesian approach,
considering money as a social instrument, suggests quite the opposite. Money
allows for the homogenization of all social products, which is the base for both
the division of labour and co-operation, both intra- and inter-societies (see lnnes
1913/2004 on the social role of money). The mainstream schools of economics
undetline the first side (Ament 2020, p. 2), while the second is even more impor-
tant, Humans have always been social beings and money is a crucial element of
co-operation making socialization possible on a large scale and over time (Hudson
2004a, p. 101; Ament 2020, p. 5). Nevertheless, the power of firms to raise prices
over the cost of production allows them to accumulate profits. When this power
increases, the profit share also increases. As explained in Section 6.2, profits are
a derived form of income, the latter making up a purchasing power on products,
When income — in any form, but often in derived forms, such as profits, that we
can classify as capital income — is over-accumulated in the hands of few people or
firms, the latter acquire political, social, and economic power, thus being in a posi-
tion to irfluence the direction of production and society generally speaking, as well
as determine the way of relating to nature.

Moreover, and quite weirdly, instead of involving as many people as possible,
democratic societies leave the crucial decisions on what, how, and how much to
produce to a few non-elected people (see Dahl 1985, p. 115), the latter openly pur-
suing private interests - that is, the accumulation of income, wealth and power for
a restricted part of the world population — rather than social well-being. The same
applies 1o the decisions on the exploitation of nature, since the latter has been, and
is still being, privatized for economic purposes (see Polanyi 1944/2001). In other
words, while production, thanks to money, is co-operatively organized on global
grounds, the fundamental choices, and power that go with them, are undemocrati-
cally assigned. Co-operative firms — curiously overlooked by the post-Keynesian
school until now, whereas developed by the Marxist one (see for instance Satgar
2007) — are an interesting way to differently organize production, which would
make the decision process far more democratic than it currently is (de Peuter &
Dyer-Witheford 2010, p. 35). By setting up firms owned and managed by workers,
the latter would be actively involved in the whole economic process, including the
decision-making phase. The decision power would be spread among a larger set of
people. The loss of efficiency - often mentioned as a critique to co-operative firms
—would actually be an advantage, given the necessary quantitative slow-down in
production mentioned above, Co-operative firms, indeed, could hopefully lead to
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resizing the role of profit, by privileging other elements, such as the overall useful-
ness of products, self-realization of workers, large social well-being, and of course
ecological sustainability.

The reformist policies would not be alien to this perspective. Co-operatives
would modify the production purposes’ orientation, thus aligning them with the
suggested new fiscal and monetary policies applied by the government and the
central bank, respectively. We additionally argue, following the same path, that
central banks should be democratized too, as Rochon and Vallet (2022) cogently
explain. Along with co-operative firms, it could be a reappraisal of public direct
intervention in production, after more than four decades of privatizations (Piketty
2013/2014, pp. 136-138). Public fitms, indeed, would hopefully bring about
social- and ecological-oriented productions.

All in all, given the urgency of the problem, we need a prompt revolutionary
turning point. Both these typologies of policies, therefore, can and should be ap-
plied altogether: the reformist ones are insufficient if applied alone, but useful
when inserted in a structural shift led by the revolutionary ones, the latter aiming to
rethink the economy in favour of human beings, includin g the wellness of the earth
ecosystem in which they are embedded.

6.5 Conclusion

The neoclassical school of economics has been proven ineffective in describing
and analysing the economy, as well as any other equilibrium-based economic the-
ory. This largely comes from the misieading conception of meney, which impedes
setting up an identity-based framework. It would be thus better to turn to heterodox
approaches, among which the post-Keynesian one allows us to deeply understand
the functioning of the monetary economies of production fashioning our wortd.
By understanding that economic activity begins with the issuance of credit by the
banking system, political and economic decision-makers can finally act at the very
root of the system. The decisions on what has to be produced logically and factu-
ally precede the actual production, the latter impacting nature.

Based on the ecological economics’ concept of embeddedness, we argue that the
economy has to be resized in a way that limits it within the physical and biological
boundaries of the earth’s ecosystem. This is a sine qua non prerequisite to make
sure that the conditions of life are perpetuated over time, It is therefore crucial
to enrich the above-mentioned decision process by adding up ecological criteria,
thereby discarding those production projects having heavy consequences on nature.
1o put it clearly, these criteria must be applied before or at least at the same time
as the commercial and financial ones. A multi-disciplinary effort is required here,
by integrating ecological, economic as well as social elements. The State — both
governments and central banks — should play the prominent role it is called to
assume by its institutional position, by correcting the increasing concentration of
power and redirecting the economy towards a socially and ecologically sustainable
path. The actual mainstream set of tax-subvention interventions has been proven
ineffective as applied up to now. This kind of intervention should be redirected to
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acting ex-ante, thereby avoiding further nature degradation previously, instead of
intervening afterwards. For instance, central banks around the world should differ-
entiate their liquidity policies by hitting polluting activities and priming sustainable
ones, through higher, respectively lower, rates of interest imposed on banks. Never-
theless, this would not be enough, since a quantitative decrease in economic activ-
ity seems unavoidable and would moreover be engendered by the policies we just
depicted. The reduction of working time, through a fair redistribution of it, should
become a cornerstone of the interventions, in @ way to avoid a dramatic increase in
unemployment and social turmoil thereby. On the theoretical side, this would hope-
fully reconcile post-Keynesian economics (traditionally framed within the growth-
mantra as a way to achieve full employment) with ecological economics (claiming
for a quantitative slow-down of economic activity) (Lavoie 2022, p. 637), building
up a consistent and practicable post-Keynesian ecological economics framework.
In order to achieve such a breakthrough, however, major shifts are required in ma-
terial, intellectual as well as cultural dimensions. Profit-seeking and growth-mantra
must be replaced by democratically, socially, and ecologically oriented ways of
economic government, consistently with Fontana and Sawyer’s (2016, p. 193) con-
clusions. We suggest — drawing from the Marxist tradition  the co-operative or-
ganization as an interesting way to re-organize production. The economy, indeed,
must be resized to be instrumental for achieving social well-being and ecological
sustatnability, instead of sacrificing the latter for maximizing economic growth,
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