30NLINITd



PLENITUDE

The New Economics of True Wealth

JU

]_LF_I,B SCHOR

H')\ I“iJl

g

u&&” s

New York
2010



‘porewaadde st siy8u s jo0yime sy jo 1oddns moy speusew sqerySuidod
Jo Loend druondsp o8emosus 10 ur sedonred jou op pue suonpa dUONIIN pazLoyIne
Aquo aseypund aseary  mey &q oqeystund pue eSoq st raysyqnd a1 jo uorsstuuad oy oYM
SUBDUL 12010 AUR BIA 10 JDUIANUL YL BIA Y0Oq SI jo uonnquusip pue ‘Surprojdn ‘Guruuess ay,

“ooq sty jo aaysignd saoqe a1 pue roumo 1ydukdod sy ypoq jo uorssturrad
usnum toud oy o ‘ (asmuario 1o Surpiodar ‘Suikdosojoyd ‘pesreyosw Oonds|s) suesu
Aue 4q 10 w10 AUE UT ‘PINTWSULY 10 ‘WISAS [EAILIIOL B OJUI PIONPOIIUL 10 UI PAIOIS ‘paonpordar
2q Aew woneatgnd siyp jo wed ou ‘asoqe parasar 1 Skdod topun siySu oy Sunmury oy

AIMAA VANVINY A9 QANDISTA

¢ v 9 80 6 L 9 €1
BOLIDUWY JO $918IG PIITU[) D) Ul PIIULLJ

¥LP9¥06006 GGIP-L3.6'8EE
0108 S6SYM'6LOH
OpiL T uswdo[ardp d[qeureIsng ‘g YIEIM I
P P48-06F64-1-8L6 NUSI
Xopul pue saduarajal reargderdorqiq sapnpuyg
wn  d
FOUIS g 191N[ / (P[EIM 1D JO SOTUWIOUOII MOU D) © IPMIUD[
Ja1n| Goyog

VIVA NOILVOITdNd NI ONIDOTVIVD SSTAONOD A0 XIVAdIT

aoyne a1 Aq syderd pue spreyn)

paatasal siydu [y
0103 1028 g 1921 [ @ 1suidon

uy (ysn) dnox umBuag jo saquow e
‘ssaad umduag oy p 4q 0103 ut paysiqnd 1s11g

pueBuy “TI0 YGDM UOPUOT] ‘pueng (g :sa21jQ paisidoy ‘pr] syoogq umsuog

EJLY INOG ‘96 Singsouneyo[ Yurqasoy ‘onusay 9opnus $g ‘pri (44) (eouyy qmog)
$Y00g UMBua - (PY] PUR[EIZ MIN UOSIEIJ JO UOISIAIP ®) PUR[ESZ MAN ‘ZEO0 210US YLION
“drepasoy ‘dan( ofjody £9 (ZN) dnoin umBuag « erpuy ‘410 011 — IYIPQ AN
SIed [2aysyoury ‘anuan) Aunwiuwior) [ ‘py IAd BIpU] syoog umSusag

(pr1 &g dnoasy erjensny UosIed ] JO UOISIAID ) BIENSNY ‘FZ1E BLOIIA ‘[PmIaquier)
‘PROY [[PMIDqUIE) (G ‘PIT BIENSNY $00q umduag « (Pr] soog UmSuad Jo uoisiaIp €)
PUBPIL ‘g ungnqy ‘usarn) s usydaig 1§ ¢g ‘pueaa) umSuag - pueiSuy ‘R0 YZDM UOpUO]
‘pueng (g ‘pry syoog umsusg « (-ouj epeue)) umduag uosreaq jo UOISIAID B) ¢XZ JFIN BpRUER)
‘oLEIu() ‘0IU0I0], ()L NG ISe IMNUIAY UOUISH ()6 ‘ (eprue))) dnoigy uinfuayg

V'S FL00T 10X MON “IOX MON] 19908 UOSPNY G/ ¢ “ouf (yS) dnoio umBuag
dnoxey um8uag oy 4q paysiqng
SSddd NINONId dHL



CONTENTS

Chapter 1
INTRODUCTION 1

Chapter 2
FROM CONSUMER BOOM TO ECOLOGICAL BUST

Chapter 3
ECONOMICS CONFRONTS THE EARTH 67

Chapter 4
LIVING RICH ON A TROUBLED PLANET 99

Chapter 5
THE ECONOMICS OF PLENITUDE 145

Acknowledgments 185
Notes 191
References 221
Index 249

25



Chapter One

INTRODUCTION

#9% lobal capitalism shattered in 2008. The financial system came

frighteningly close to a total collapse and was saved only by gov-

¥ ernment guarantees and massive injections of cash. An astound-
ing $50 trillion of wealth was erased globally. Economic pain drove
people into the streets around the world, from Iceland to Greece,
Egypt to China.

Since then, the global economy has been rescued, but it hasn’t
been fixed. That will require fundamental changes. Climate destabi-
lization, economic meltdown, and the escalation of food and energy
prices are warning signs from a highly stressed planet. Ecologists have
defined a number of safe operating zones for the earth’s complex
systems and are finding that human activities have already led us
outside a number of them. But the mainstream conversation has been
stalled by fatalism. We’re better at identifying what can’t be done than
what we need to accomplish.

There is a way forward, and I call it plenitude. The word calls



2 PLENITUDE

attention to the inherent bounty of nature that we need to recover. It
directs us to the chance to be rich in the things that matter to us most,
and the wealth that is available in our relations with one another.
Plenitude involves very different ways of living than those encouraged
by the maxims that have dominated the discourse for the last twenty-
five years. It puts ecological and social functioning at its core, but it
is not a paradigm of sacrifice. To the contrary, it involves a way of life
that will yield more well-being than sticking to business as usual,
which has led both the natural and economic environments into
decline.

Like most of the sustainability visions that have been offered in
recent years, plenitude requires that we adopt cutting-edge green
technologies. Without them we cannot ensure the survival of what
humans have constructed, and we risk plunging into a hellish future.
But it’s not a techno-fix. Solving our problems in the time we have
available is not possible if all we do is change our technology. We will
not arrest ecological decline or regain financial health without also
introducing a different rhythm of work, consumption, and daily life,
as well as alterations in a number of system-wide structures. We need
an alternative economy, not just an alternative energy system.

A body of research, writing, and practice on economic alterna-
tives has been developing. It is part of the larger movement for sus-
tainability that began in earnest in the 1980s. At first, these perspectives
had a hard time piercing the bubble surrounding the growth econ-
omy. Today, there’s newfound receptivity as people recognize that a
true recovery will require more than lifelines and bailouts.

The logic driving plenitude is largely economic, focusing on ef-
ficiency and well-being. I'm betting that the intelligent way to act, for
both individuals and society, is the one that will make humans, non-
human species, and the planet better off. Plenitude promises smarter
economic arrangements, not just technological improvements. It’s a

way forward that emphasizes innovation, macroeconomic balance,
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and careful attention to multiple sources of wealth. In this way, it
departs from messages of voluntary simplicity and critiques of con-
sumer culture that contend that less is more, that income and con-
sumption are overrated. Research has shown that outside of poverty
they are, but that realization doesn’t take us far enough. The bigger
prize, true affluence, comes through changes that yield new efficien-
cies: getting more from less.

The version of plenitude that I describe here is addressed in large
part to inhabitants of wealthy countries and wealthy inhabitants of
poor ones. But most, although not all, of the principles of plenitude
and the economics underlying it are also relevant for lower-income
households in poor countries. In its general outlines, if not specifics,
it's a widely applicable vision of economic life.

Plenitude is also about transition. Change doesn’t happen over-
night. Creating a sustainable economy will take decades, and this is a
strategy for prospering during that shift. The beauty of the approach
is that it is available right now. It does not require waiting for the
clean-tech paradigm to triumph. It doesn’t require getting govern-
ment on board immediately. Anyone can get started, and many are.
It was the right way to go before the economic collapse, in part
because it predicted a worsening landscape. It makes even more sense
in a period of slow growth or stagnation. As individuals take up the
principles of plenitude, they are not merely adopting a private re-
sponse to what is perforce a collective problem. Rather, they are pio-
neers of the micro (individual-level) activity that is necessary to create
the macro (system-wide) equilibrium, to correct an economy that is
badly out of balance.

That balance won’t develop automatically. All large-scale transfor-
mation requires collective arrangements to succeed. We need envi-
ronmental accounting, a mechanism to reduce carbon emissions, and
an end to fossil fuel subsidies. We need new labor-market policies. We

need to reform our health care, education, and retirement security
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systems. But while we work for those changes, here’s a vision for a way
to live that respects the awesome place we call earth and all who live

upon it.

The Fundamentals of Plenitude

From the perspective of the individual, there are four principles
of plenitude. The first is a new allocation of time. For decades,
Americans have devoted an increasing fraction of their time and
money to the market—working longer hours, filling leisure time with
activities that require more income per unit of time, and buying,
rather than making, more of what they consume. It’s time to reverse
this trend and diversify out of the market. This doesn’t just mean the
stock market, although its recent volatility suggests that’s one market
to which this point applies in spades. Today’s smart strategy for many,
if not most, households will be to begin a shift away from the formal
and centralized sets of institutions and arrangements that are called
the market. By “the market” I mean business-as-usual (BAU) eco-
nomic activity. BAU is a term that came out of the climate discourse
to indicate what would happen if we didn’t address rising emissions.
Here I use it to indicate the continuation of the current economic
rules, practices, growth trajectory, and ecological consequences of
production and consumption. It especially refers to the large corpo-
rate entities that dominate the market and are heavily invested in
it. For individuals, relying less on the market spreads risk and creates
multiple sources of income and support, as well as new ways of pro-
curing consumption goods.

Concretely, what this means is a moderation in hours of work. For
time-stressed households with adequate incomes, it likely means mak-

ing trade-offs of income for time. Reclaiming time frees up resources
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to invest in ecologically restorative activities and creates the opportu-
nity to replenish the human connections that were depleted in the
boom years. Of course, millions have had an altered equation of time
and money painfully thrust upon them through unemployment or
other losses of income. For that group, which already has a surfeit of
time and not enough money, the advice involves moving forward with
plans that are less centered on full-time employment in the BAU
economy and more oriented to the emergent sustainability sector,
which includes both businesses and the parallel economy developing
amid the wreckage of the collapse. This encompasses areas such as
household food cultivation, home construction and renovation, and
community initiatives such as barter and bulk buying.

This brings us to the second principle of plenitude, which is to
diversify from the BAU market and “self-provision,” or make, grow,
or do things for oneself. Indeed, the rationale for working fewer
hours in the market is not only, or even primarily, about reducing
stress in daily life (although that is certainly important). Recovering
one’s time also makes self-provisioning possible and reveals a liberat-
ing truth: The less one has to buy, the less one is required to earn.
The downturn has accelerated what was already a robust rediscovery
of doing for oneself among sustainability pioneers. Plenitude aspires
to transform self-provisioning from a marginal craft movement into
something economically significant. That requires raising the produc-
tivity of the hours spent in these activities. As I argue later in the book,
new agricultural knowledge and the invention of small-scale smart
machines make it possible to turn household provisioning into a
high-productivity—and economically viable—use of time.

These ideas reverse the direction most households have taken in
recent decades and contradict what modern economics preaches,
which is that specialization, in one skill or one job, is efficient.
Specialization may have made sense when the market was offering

better returns. Even as wages stagnated, ultra-cheap consumer goods
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were hard to turn down. Today, in a world of ecological and economic
uncertainty and distress, putting all one’s eggs in the basket of the
capitalist market looks like a more dubious proposition.

The third principle of plenitude is “true materialism,” an environ-
mentally aware approach to consumption. In the United States, the
speed of acquiring and discarding products accelerated dramatically
before the crash. Consumers knew relatively little about where pur-
chases came from and the ecological impacts of their production,
use, and disposal. But many people do care, and want to lighten the
footprint of their spending.

Perhaps surprisingly, the route to lower impact does not require
putting on a hair shirt. Nor does it entail making consumption less
important. Indeed, the plenitude consumer is likely passionate about
consuming, and deliberate in the creation of a rich, materially bounti-
ful life. We don’t need to be less materialist, as the standard formula-
tion would have it, but more so. For it is only when we take the
materiality of the world seriously that we can appreciate and preserve
the resources on which spending depends. Living sustainably does
mean we can’t reproduce a lifestyle of gas-guzzlers, expansive square
footage per person, bottled water, and outsize paper consumption.
But it doesn’t mean we can’t have fabulous clothes, low-impact
electronic gadgetry, great local food, and a more leisurely mode of
travel. Plenitude means that you will actually have time to take the
slow boat to China if that appeals.

The final principle is the need to restore investments in one an-
other and our communities. While social bonds are not typically
thought of in economic terms, these connections, which scholars call
social capital, are a form of wealth that is every bit as important as
money or material goods. Especially in times of distress, people sur-
vive and thrive by doing for one another. Interpersonal flows of
money, goods, and labor are a parallel system of exchange and sav-

ings. One casualty of an intense market orientation is that community
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has gotten thinner and human ties weaker. People haven’t had
enough time to invest in social connection outside their primary fami-
lies. By recovering hours, individuals are freed up to fortify their
social networks.

These, then, are the individual principles of plenitude: work and
spend less, create and connect more. In turn they yield ecologi-
cal benefits—emit and degrade less—and human ones—enjoy and

thrive more.

Shifting the Economic Conversation

In the fall of 2008, as panic swept through the financial system
and the economy began to implode, there was a widespread sense
that changes, even big changes, would be necessary. Business-as-usual
was suddenly called into question. Even capitalism itself was up for
discussion. Within six months, only 53 percent of adults would agree
that “capitalism is a better system” than socialism. (Twenty percent
preferred socialism and 27 percent were not sure. Adults under thirty
were about evenly divided between the two options.) But gradually,
as conditions stabilized, the status quo reasserted itself. The main-
stream conversation about how to reorganize the economy was back
in neutral, especially when it came to fundamental questions about
how our system is affecting the planet.

Some things did change. After three decades of dominance, con-
servative economics had lost credibility. Everyone agreed that we
couldn’t go back to the policies of the previous decade. In the United
States, the litany of no-longer-permissibles included the mushroom-
ing of household debt and a national savings rate of zero, the massive
excess of imports over exports, an annual flow of $453 billion for

imported oil, and a financial system run amok. The country needed
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more savings and investment, and the constituency for getting off
fossil fuels had grown. But the backdrop for these views was a return
to some version of normal, albeit a slimmed-down model. As a result,
what was offered was a series of Band-Aids—bank and insurance com-
pany handouts, tax cuts to induce spending, automobile industry
bailouts, and extended unemployment benefits. Some hoped that
financial regulation and health care reform would be sufficient to
ensure long-term stability. It’s a long shot.

One reason the conversation reverted to its usual outlines is that
macroeconomists, who focus on growth, employment, and the overall
economy, have been slow to incorporate ecological data into their
worldview. During 2007 and 2008, the same period that the housing
and credit markets were collapsing, dramatically bad news was surfacing
on the climate front. Developments since the 2007 Intergovernmental
Panel on Climate Change (IPCC) report, whose data ended in 2006,
have been grim. Arctic sea ice was melting at hitherto unimaginable
rates, and oceans were rising at more than double the IPCC report’s
maximum possibility. Drought conditions were spreading. World emis-
sions were sharply up in 2007, and in June 2008, James Hansen, NASA’s
leading climate scientist, told Congress that the CO, target “we have
been aiming for is a disaster.” By February 2009, the news was worse,
with scientists reporting that the speed of climate change was already
beyond anything considered in the last round of models. Hansen and
his colleagues warned that carbon dioxide levels beyond 350 parts per
million are incompatible with preserving a planet “similar to that on
which civilization developed.” But we were already at 385 and rising.

Yet it was as if the people charged with tending the economy were
unaware of the breaking news on climate. The main conversation was
about how to put more money into people’s hands and how to get
them back to buying cars, any cars; building more houses, whatever
their dimensions; and accumulating more stuff. The bailout and re-

covery efforts cost trillions, yet only 6 percent, or $52 billion, of the
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stimulus was actually “green.” Amazingly, General Motors and Chrysler
were handed $30 billion without a requirement for conversion to
hybrids, much less any provision for the far more fuel-efficient mass
transport that the nation desperately needed. The approach relied
on reviving a highly destructive pattern of consumption and growth
and the fiction that our economic system is basically sound. Barack
Obama tried to do more to address ecological impacts, but has made
limited progress. As the world was hurtling toward an ecological prec-
ipice of unfathomable dimensions, the macroeconomic conversation
was basically about how to get there faster.

What’s more, the problem extends beyond climate. Research
from the traditional sciences, as well as the thirty-year-old field of
sustainability, is finding that ecosystems of all types are under threat.
Humans are degrading the planet far faster than we are regenerating
it. Dead zones are proliferating rapidly in the oceans; farmland is
morphing into desert. Biodiversity is shrinking, and we’re into the
sixth mass extinction of species. If current trends continue, some
scientists have warned that by 2050 the oceans will be devoid of fish,
the primary source of animal protein for a billion people.

This is not to say that economists were intellectually stuck. Many
were embracing key features of Keynesian economics, despite the fact
that much of the profession had roundly, and self-confidently, re-
jected these ideas in the previous decades. Rediscovered Keynesian
ideas included the wisdom of running government deficits, an
understanding of the volatility of investors’ “animal spirits” (opti-
mism), and, above all, the fact that the market does not necessarily
self-correct. However, the point of recent economic policy has been
to put the pieces “back together” again, that is, to return to what we
had, rather than to transform the system.

By contrast, on the street, people began moving on almost as
soon as the economy started sinking. After the crash, the savings rate

shot up and discretionary purchases plummeted. Research on how
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consumers were experiencing the collapse found that they were
making major adjustments in their attitudes to spending, debt, and
lifestyle. A declining fraction of the population considered appliances
such as dishwashers, air conditioners, microwaves, TVs, and cable
and satellite dishes to be necessities. Interview research in late 2008
found a five-stage process that began with a “goodbye homo economicus”
epiphany and continued through to a recalibration of what is impor-
tant in life. People talked about a shift from an economy of “me” to
an economy of “we,” from status-oriented spending to reengaging
with the difference between needs and wants. The anthropologists
who conducted the study were surprised to find this “larger, more
existential debate.” But the public is aware that the American way of
life is not sustainable. Surveys I worked on as early as 2004 found that
more than 80 percent of the population agreed that protecting the
environment would require “most of us to make major changes in the
way we live.” The years since then have increased ecological awareness
and urgency. There’s no consensus on what to do, but there’s recogni-
tion that business-as-usual is failing.

Brand economics has been tarnished. This comes after a period
of unusual prestige. Within universities, the discipline had been rid-
ing high. Among the public, there has been tremendous interest in
how economists think, with Paul Krugman’s hugely popular writing,
bestsellers such as Freakonomics, and ongoing columns, such as David
Leonhardt’s for the New York Times, devoted to the profession. But,
with some notable exceptions, economists failed to see the financial,
housing, and economic crises coming. Princeton’s Uwe Reinhardt
noted that they “slept comfortably” while Wall Street imploded. Yale’s
Robert Shiller has invoked the concept of “groupthink” to explain
why. Whatever the reason, what occurred in 2007 and 2008 was a
monumental blunder. We can’t afford a repeat when it comes to the

health of the planet.
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And we don’t have to. What’s odd about the narrowness of the
national economic conversation is that it leaves out theoretical ad-
vances in economics and related fields that have begun to change our
basic understandings of what motivates and enriches people. The
policy conversation hasn’t caught up to what’s happening at the fore-
front of the discipline. -

One of the hallmarks of the standard economic model, which
hails from the nineteenth century, is that people are considered
relatively unchanging. Basic preferences, likes and dislikes, are as-
sumed to be stable, and don’t adjust as a result of the choices people
make or the circumstances in which they find themselves. People
alter their behavior in response to changes in prices and incomes, to
be sure, and sometimes rapidly. But there are no feedback loops from
today’s choices to tomorrow’s desires. This accords with an old
formulation of human nature as fixed, and this view still dominates
the policy conversation. However, there’s a growing body of research
that attests to human adaptability. Newer thinking in behavioral eco-
nomics, cultural evolution, and social networking that has developed
as a result of interdisciplinary work in psychology, biology, and sociol-
ogy yields a view of humans as far more malleable. It’s the economic
analogue to recent findings in neuroscience that the brain is more
plastic than previously understood, or in biology that human evolu-
tion is happening on a time scale more compressed than scientists
originally thought. As economic actors, we can change, too. This has
profound implications for our ability to shift from one way of living
to another, and to be better off in the process. It’s an important part
of why we can both reduce ecological impact and improve well-
being. As we transform our lifestyles, we transform ourselves. Patterns
of consuming, earning, or interacting that may seem unrealistic or
even negative before starting down this road become feasible and

appealing.
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Moreover, when big changes are on the table, the narrow trade-
offs of the past can be superseded. If we can question consumer-
ism, we're no longer forced to make a mandatory choice between
well-being and environment. If we can admit that full-time jobs need
not require so many hours, it'll be possible to slow down ecological
degradation, address unemployment, and make time for family and
community. If we can think about knowledge differently, we can ex-
pand social wealth far more rapidly. Stepping outside the “there is no
alternative to business-as-usual” thinking that has been a straitjacket
for years puts creative options into play. And it opens the doors to
double and triple dividends: changes that yield benefits on more than
one front. Some of the most important economic research in recent
years shows that a single intervention—a community reclamation of
a brownfield or planting on degraded agriculture land—can solve
three problems. It regenerates an ecosystem, provides income for the
restorers, and empowers people as civic actors. In dire straits on
the economic and ecological fronts, we have little choice but to find

a way forward that addresses both. That’s what plenitude offers.

The Road Ahead: Economic Performance
2010-2020

A core principle of plenitude—diversifying out of the BAU
economy—is predicated on a view about what the future holds. After
the crash, economists put forth a wide range of predictions about the
depth and length of the downturn whose only common denominator
was uncertainty. The severity and uniqueness of the event led to un-
charted territory, in which large-scale models, never all that accurate,

were highly unreliable. Economists reverted to simplified mental
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schema, instinct, and estimates of probabilities. Even a year later, no
one really knew whether the green shoots and early signs of growth
would last after the stimulus dollars dissipated. The future may bring
recovery, stagnation, or even another downturn. What I am about to
say must be understood in that context.

The economy is broken in fundamental ways, as are the local and
global ecosystems on which it depends. Quick fixes won’t solve its
problems. Creating a truly sustainable system will require ecological
restoration and technological innovation, over a period of many
years. Plenitude is a strategy for thriving during that transition. The
basic ideas of the plenitude approach were formulated during a
period when the economy was expanding, but many, including me,
questioned its ability to continue with business-as-usual. As a result,
the plenitude logic is most apparent during rough periods for the
conventional market. But even when growth resumes, the approach
remains relevant. That’s because it’s oriented to the medium term,
the next decade and beyond.

A key prediction is that the days of sky-high market returns are
over. The twin bubbles in finance and housing were a mirage. We now
know that many of the gains were illusory, such as, for example, bil-
lions in fictitious profits in the financial sector. Rising prices for land,
housing, and other assets were propelled by unrealistic valuations.
The BAU economy is in for a long slide.

The view that future returns will be lower comes in part from
looking at historical data. Figure 1 charts the rate of profit for the
U.S. economy from 1948 to 2005. It shows that in addition to short-
term ups and downs, profitability has long swings. From 1948 until
1982, the long-term trend was down. The stagflation of the 1970s led
to a major restructuring that began in the early 1980s. Then profits
began to rise, and were on an upward trajectory until the 2008 down-

turn. It’s likely the peak has been reached and we’re in for another



