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How might the modern industrial or 

industrializing state be envisioned?

i.e., what is the system?
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FACTORS OF PRODUCTION: 
CRITICAL CHALLENGES

• Factors of production do not 

reflect their full cost – failure 

to internalize negative 

externalities. This is reflected 

in contributions to 

unsustainability.

•Volatility in the price of the 

factors of production, 

undermines the use of labor



Environment

Technological 

change & 

globalization

Work Economy

The economy provides goods 

and services adequate to satisfy 

the basic material needs of all 

members of society and provides 

abundant and equitable 

opportunities for the realization 

of human potential

Livelihoods are secure and available 

that provide satisfying engagement in 

work and equitable reward for labor, 

permit the maintenance of a decent 

standard of living, and are conducted 

in a safe working environment 

Long-run flows of 

environmental services 

are provided at a level 

sufficient to maintain a 

stable ecosystem and to 

support human health 

and welfare

What is the meaning of 

sustainable development?
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Source: Nikolopoulos (2014).

A MULTI-
DIMENSIONAL 
REPRESENTATION 
OF SUSTAINABLE 
DEVELOPMENT



Waves of Creative Destruction

Expectations vs. 
Reality?

Source: adapted from Perez, C. (2016). “Capitalism, Technology and a Green Global Golden Age: The Role of History in Helping to Shape the Future” in Mazzucato

and Jacobs eds. 2016 Rethinking Capitalism in Political Quarterly. 





Source: FRED Bank of St. Louis.

Updated and adapted from Bernestein and Raman (2015). The Great Decoupling: An Interview with Erik Brynjolfsson and Andrew McAfee. Harvard Business Review.   

When Workers Began Falling 

Behind

Until the 1980s labor productivity, real GDP 

per capita, private employment, and median 

family income all rose in tandem in the U.S. 

Then median income started to trail, and 

around 2000 job growth slowed. 



https://www.businessinsider.com/manufacturing-output-versus-employment-chart-2016-12

https://www.businessinsider.com/manufacturing-output-versus-employment-chart-2016-12


Source: Peter Frase. Available at http://www.peterfrase.com/2011/04/manufacturing-output-around-the-world/

http://www.peterfrase.com/2011/04/manufacturing-output-around-the-world/


June 1, 2019, print edition page 28



Job Polarization

“94 percent of the net employment growth in 

the U.S. economy from 2005 to 2015 

appears to have occurred in alternative work 

arrangements.”
Katz, L. and A. Krueger (2016). The Rise and Nature of Work Alternative 

in the United States, 1995-2015. Available at  

http://arks.princeton.edu/ark:/88435/dsp01zs25xb933

The conventional 

full-time job is 

disappearing 

Source: adapted from Autor (2014). 

Polanyi’s paradox and the Shape of  

Employment Growth 



Source: https://www.bloomberg.com/news/articles/2018-06-21/america-s-

millennials-are-waking-up-to-a-grim-financial-future

https://www.bloomberg.com/news/articles/2018-06-21/america-s-millennials-are-waking-up-to-a-grim-financial-future
https://www.bloomberg.com/news/articles/2018-06-21/america-s-millennials-are-waking-up-to-a-grim-financial-future


Skills premium driving 

income inequality



Source: http://apps.urban.org/features/wealth-inequality-charts/

Within nation 

inequality

Between nation 

inequality

http://apps.urban.org/features/wealth-inequality-charts/


Source: Autor (2014) Polanyi’s Paradox and the Shape of Employment Growth



In the Age of 

Automation…as 

production 

becomes more 

capital intensive, 

the distribution of 

earning will 

become more 

capital intensive





Six months into the recession, a 11.5 million jobs deficit remains

When the pandemic hit, health officials and policymakers urged businesses across the country to shutter 

their doors and mitigate the spread of the coronavirus. Over 22 million jobs were lost and unprecedented 

numbers of workers filed for unemployment. Job losses disproportionately hit women, Latinx workers, and 

certain low-wage sectors of the economy, notably leisure and hospitality. 

The effects have been particularly devastating for Black workers and their families, who are less able to 

weather job losses. With the expiration of the extra $600 unemployment insurance benefit, millions of 

workers across the country are facing eviction and hunger, and the resulting loss in demand will 

undoubtedly slow the recovery.

While jobs have started to return—the BLS reported an increase of 1.4 million jobs in August—the U.S. 

economy is still down 11.5 million jobs from where it was in February, before the pandemic hit. And the 1.4 

million jobs added represents a steep slowdown in job growth compared with June and July. With this kind 

of slowing in job growth, it will take years to return to the pre-pandemic labor market. 

https://epi.us4.list-manage.com/track/click?u=ec2361f981a14ee1d45cccaa9&id=1ddc7379a8&e=dd426dddfd
https://epi.us4.list-manage.com/track/click?u=ec2361f981a14ee1d45cccaa9&id=61e5dc78e4&e=dd426dddfd
https://epi.us4.list-manage.com/track/click?u=ec2361f981a14ee1d45cccaa9&id=30babb08f2&e=dd426dddfd
https://epi.us4.list-manage.com/track/click?u=ec2361f981a14ee1d45cccaa9&id=45de62cf8d&e=dd426dddfd


Impacts of a Declining Wage

● Only way for low-income families to maintain/enhance their income 
(without further developing their individual skills) was to increase 
the number of hours worked:

● Women entered the workforce

● Between 1973 and 2002 average workers annual hours increased from 
1,679 to 1,851

Both of these outcomes led to an increase in neglected children, worker 
health problems, and safety risks

Source: The State of Working America: http://www.stateofworkingamerica.org

http://www.stateofworkingamerica.org/who-gains/#/?start=1917&end=1918


What Factors Shape Income Inequality?

1. Technological change

2. Demand for skilled/educated workers and a shift in the type of skills 
demanded (i.e., structural changes in the type of skills required to 
make/use products, processes, and services)

3. Trade liberalization and the loss of national jobs to the international 
economy through multi-nationalization

4. Shifts in the mixture of lower-paid ‘service’ jobs and higher-paid 
manufacturing jobs due to the single and combined effects of factors 
1, 2, and 3



What Factors Shape Income Inequality? cont.

5. Supply side shifts in the demographics of the labor market – i.e., [a] 
immigration and the associated influx of unskilled workers, [b] the 
increased participation of women in the workforce, and [c] the 
entrance (and pending exit) of the baby boomers into (and out of) the 
labor market

6. Changes in [a] the organization of work, [b] the sources of 
compensation of employees, and [c] the broader political and 
institutional environment that impact factors such as the minimum 
wage and the strength of trade unions



Who Benefits from Economic Growth in the U.S.?

● Freeman (1996): The problem with the economy is not the nation’s strong 
track record of productivity, technological leadership, or rate of economic 
growth; instead, it is the manner in which the economy distributes the 
economic benefits from this progress

● Mishel, Bernstein, et al. (2005, p. 5): “Between 2000 and 2003, income 
shifted extremely rapidly and extensively from labor compensation to 
capital income (profits and interest), so the benefits of faster productivity 
went disproportionately, in fact completely, to capital”



Who Benefits from Economic Growth in the U.S.? Cont.

● Brynjolfsson and McAfee (2014, p. 131): “Between 1983 and 2009, … the 
bottom 80 percent of the income distribution actually saw a net decrease
in their wealth. Taken as a group, the top 20 percent got not 100 percent 
of the increase, but more than 100 percent. Their gains included not only 
the trillions of dollars of wealth newly created in the economy but also 
some additional wealth that was shifted in their direction from the bottom 
80 percent.” 



Source: Wingfield et al., (2018). Amazon, Berkshire Hathaway, and JPMorgan Team Up to Try to Disrupt Health Care. New York Times, January 30, 2018. 



DISTRIBUTION OF WEALTH 2016







Source: http://apps.urban.org/features/wealth-inequality-charts/

http://apps.urban.org/features/wealth-inequality-charts/


Source: http://www.stateofworkingamerica.org/who-gains/#/?start=1917&end=1918

Click on the source link to interact with 
the data

http://www.stateofworkingamerica.org/who-gains/#/?start=1917&end=1918


Joseph Stiglitz Says 

Standard Economics 

Is Wrong. Inequality 

and Unearned 

Income Kills the 

Economy

The rules of the game can be 

changed to reverse inequality

http://evonomics.com/joseph-stiglitz-inequality-unearned-income/

http://evonomics.com/joseph-stiglitz-inequality-unearned-income/




The past 1,000 years

THE TWO HOCKEY STICKS

The past 55 years



INEQUALITY IS NOT INEVITABLE, IT IS A CONSEQUENCE 
OF THE WAY GROWTH IS TAKING PLACE

● Piketty (2014) – the main driver of inequality is the tendency of 

capital return in developed countries to exceed the rate of 

economic growth, which will cause wealth inequality to increase. 

[Also Atkinson for the UK]

○ Solution: Redistribution through a progressive tax on wealth

● Stiglitz (2015) – misaligned laws, regulations, and institutions 

have determined unequal shares in the benefits of prosperity

○ Solution: Strengthen workers’ rights, raise taxes on capital gains and dividends, 

and increase transparency in all financial markets

● Eurofound (2017) – unemployment has been the main driver of 

growing inequalities during the Great Recession

○ Solution: The welfare state can prevent a greater increase in inequalities by 

cushioning growing market income inequalities





Source: Adapted from Ummel, K. (2014). Who Pollutes? A 

Household-Level Database of America’s Greenhouse Gas Footprint. 

Center for Global Development Working Paper No. 381.

Average GHG footprint and income per person



Is inequality an inevitable 

by-product of economic growth? 

Will growing inequalities 

eventually hinder growth?



WHY IS GROWTH TAKING PLACE IN ITS 
CURRENT FORM?

Gilens (2005) “Inequality and Democratic Responsiveness.” Public 

Opinion Quarterly 69(5): 778–796.

● Actual policy outcomes strongly reflect the preferences of the 

most affluent - there is “virtually no relationship” between 

policy outcomes and the preferences of poor or middle-income 

citizens

● Put differently, there is a vast discrepancy in government 

responsiveness to citizens with different levels of income

● The research revealed the negative effects of inequality on 

democracy and governance



NEW ECONOMICS

● 2008 financial crisis has created 

an opportunity to rethink models 

of economic development

● Emerging ideas under the ‘new 

economics’:

● Selective growth

● Conditioned growth

● Sustainable de-growth

● GDP de-growth 

● Post growth

● A-growth 

● Provision of a basic income 

(Goodwin; Brynjolfsson)

● Greening the Economy

● Sustainable Consumption



● Approaches focus on promoting environmentally and socially 

sustainable development through:
● Dematerlization and energy efficiency 

● Decreased consumption of environmentally destructive products and services

● Reductions in the workweek – i.e., redistribution of work hours – without a decline 

in income

● Redistribution of wealth through income guarantees 

● Community-based, people-led services (rather than product-based services) – i.e., 

‘people serving people’

● CRITICAL POINT: Need to ensure that labor is not shed or 

deskilled through the (green) innovation process 

NEW ECONOMICS CONT’D



“By “degrowth“, we understand a form of 

society and economy which aims at the 

well-being of all and sustains the natural 

basis of life. To achieve degrowth, we 

need a fundamental transformation of our 

lives and an extensive cultural change.” 

“The current economic and social paradigm is “faster, higher, further“. It is built on and
stimulates competition between all humans. This causes acceleration, stress and exclusion.
Our economy destroys the natural basis of life. We are convinced that the common values of a
degrowth society should be care, solidarity and cooperation. Humanity has to understand
itself as part of the planetary ecological system. Only this way, a self-determined life in dignity
for all can be made possible.”

Source: https://www.degrowth.info/en/what-is-degrowth/

https://www.degrowth.info/en/what-is-degrowth/


NEW ECONOMICS NEEDS: 
A BROADER VIEW

Five areas that require major reforms/efforts:

1. Finance 

2. Trade 

3. Energy

4. Population control

5. Developing countries



DE[CONSTRUCTING] GROWTH

● While cultural changes [i.e., demand] are needed, 

fundamental changes in law are indispensable to achieving 

degrowth and growth where it is needed

● These changes include reforms to the financial system 

(credit, wealth and income) as well as control of monopoly 

(in products, energy, and media); environmental, health and 

safety regulation; the economic treatment of  investment, 

profit, and labor; and trade rules

● Change the reward structure for profit and investment



INTERESTING QUESTIONS

● If the system does not change, how large is growth likely to be 

in industrialized economies? In industrializing economies?

● Is degrowth as a deliberate strategy likely to be accepted?

● Is inclusive green growth the answer? A partial answer?

● How can we reconcile growth policies with energy policies, 

trade and finance reform, population and immigration 

strategies, and cultural changes?



As a collector of revenue and redistribution (tax and social-security)

As a supporter of basic education and skills acquisition

As a provider of physical/legal infrastructure

To invest in path-breaking science and technology development – for increased productiveness, 

environmental improvement, and job design & creation

As an facilitator or arbitrator of competing interests to ensure a fair process

As a trustee of worker and citizen interests to ensure a fair outcome in commerce  (e.g., thru banking, labor 

protection, and trade regulation)

As a trustee of new technologies & dynamic change

Regulation (finance, antitrust, safety, health, environment, labor markets, and trade).

As a force to integrate, not just coordinate policies

To change the basis of development (degrowth; de-energize; dematerialize; increase earning capacity 

thru ownership).

GOVERNMENT IS ESSENTIAL



FUNDAMENTAL QUESTIONS IN APPROACHING 
SUSTAINABLE TRANSFORMATIONS

What are the causes of 
unsustainable industrial 

systems?

What are the visions for a 
sustainable future? (open up 
the 'design space' to achieve 

multiple goods)

What or who is standing in the 
way of achieving that future? 
(open up the 'participatory 

and political space' for 
ensuring that all relevant 

voices have influence in the 
processes of change?

What are the carrots and 
sticks that need to be 

fashioned to achieve that 
future?



ALTERNATIVE WAYS OF INCREASING EARNING CAPACITY AND
IMPROVING THE ENVIRONMENT

• income and wealth transfers to facilitate an equitable increase in disposable income

• changes in worker and citizen ownership of the means of production and supply of services

• changes in the supply of essential goods and services for more citizens

• changes in the demand for more sustainable goods and services desired by people

• stabilizing and securing employment and the workforce

• reducing the disproportionate power of corporations/the very wealthy on the market & politics

• government provision of essential goods/services: education, health care, housing, and food

• a reallocation of government spending between military operations and domestic social needs

• suspending or restructuring debt from emerging and developing countries

Copyright© 2020 Nicholas A. Ashford



ALTERNATIVE WAYS OF INCREASING EARNING CAPACITY AND
IMPROVING THE ENVIRONMENT

• income and wealth transfers to facilitate an equitable increase in disposable income

• Increase the minimum wage

• Progressive changes in personal income tax

• Pay those doing unpaid work

• Tax pollution and energy; reduce tax on labor

• Keynesian spending (~ Green New Deal)

• Tax corporations that shift production abroad and redistribute

• changes in worker and citizen ownership of the means of production and supply of services

• Promote and Invest in B or Benefit Corporations

• changes in the supply of essential goods and services for more citizens

• Encourage anchor institutions

Copyright© 2020 Nicholas A. Ashford



ALTERNATIVE WAYS OF INCREASING EARNING CAPACITY AND
IMPROVING THE ENVIRONMENT (CONTINUED)

• changes in the demand for more sustainable goods and services desired by people

• Strengthen health, safety, and environmental regulation

• stabilizing and securing employment and the workforce

• Discourage the elimination of jobs/supplement wages during downturns

• Adopt a four-day workweek

• Train Workers for the New Digital Economy

• reducing the disproportionate power of corporations/the very wealthy on the market & politics

• government provision of essential goods/services: education, health care, housing, and food

• a reallocation of government spending between military operations and domestic social needs

• suspending or restructuring debt from emerging and developing countries

Copyright© 2020 Nicholas A. Ashford



POLICIES TO REDUCE IMPACTS FROM TRADE 
AGREEMENTS

•Use domestic policy to compensate (offset the losses 

to) negatively affected workers.

• Stop pursuing new trade agreements that protect 

returns to capital while undercutting wages

•Re-orient international policy away from regressive 

trade agreements and toward measures that will 

benefit workers in the U.S. and in other countries.
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