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The Magic Pudding

Norman Lindsay published 

‘The Magic Pudding’ in 1918, 

about a pudding that could never

be consumed.

A good Australian children’s story but a terrible 
way to run an economy if we want to live 
sustainably on Earth!



Let’s take  a step back …

and consider society’s predicament.



Finitude – just one planet, spaceship Earth

There are
ecological limits
They have been 
exceeded.



Can we grow physically forever?

The Limits to Growth (1972)

‘A person who knows that enough is enough will always have enough’ Lao Tzu



Reality or delusion?

• We face a critical issue here in terms of what we 
mean by sustainability. 

• To be sustainable, do we believe that the human 
population can keep growing forever? Do we 
believe that our use of resources can keep growing 
forever? Do we believe that we can keep destroying 
ecosystems for human needs forever? 

• If we don’t believe this, then how can neoclassical 
economics be based on endless growth? 

• If we do believe this, then are we living a delusion?



The science of crisis
During the 20th century (mostly Rees, 2008):

• Human population up four-fold to 6.4 billion.
• Industrial pollution went up 40-fold.
• Energy use increased 16-fold and CO2 emissions 17-

fold.
• Fish catches expanded by factor of 35.
• Water use increased 9-fold.
• Mining of ores and minerals grew 27-fold (UNEP, 2011).
• One quarter of coral reefs are destroyed and another 

20% degraded (MEA, 2005).

• 35% of mangroves were lost (in just two decades) (MEA 
2005).

• At least half of all wetlands were lost (Meadows et al, 2004).



The science of crisis -2
• The Global Ecological Footprint now stands at 1.6 

Earths (GFN, 2017).

• The Living Planet Index has declined by 58% 
between 1970 and 2012 (WWF, 2016).

• The species extinction rate is at least 1000 times 
normal (MEA, 2005). By 2100 we may send a half 
(Wilson, 2003) to two thirds (Raven et al, 2011) of terrestrial 
life extinct.

• At least 60% of ecosystem services are degrading 
or being used unsustainably (MEA, 2005)

• Four of nine planetary boundaries have now been 
exceeded as a result of human activity 

(Steffen et al., 2015).

‘We are bankrupting nature and consuming the past, 
present and future of our biosphere’ (Wijkman and Rockstrom, 

2012). 



Believing in 7 stupid things:

1) The world and the Universe are all 

about us
2) Although we live on a finite planet, endless growth is      
possible (indeed apparently praiseworthy)

3) Population growth is not a problem (‘more is better’)

4) Endless growth in consumption and resource use is    
not a problem (‘resource limits are in our mind’ Simon, 1998)

5) The ‘invisible hand’ of the market is a God and must 
not be regulated

6) Technology can solve everything (techno-centrism) 

7) Greed is good.
Washington (2015)



Four elephants in the room

Population

Consumption The Growth economy

Climate Change

Which elephant is bigger?

Which is more dangerous?

Which is least discussed?



Speaking of ‘That which must not be named’

• The ‘Elephant in the room’ few can see is the 
growth economy.

• We must break the denial which sees a total lack of 
discussion about its workability or rationality.

• Most economic faculties and textbooks still ignore 
or deny the problem of the growth economy.

• Daly (1991) notes that economic growth is 
unrealistically held to be: 

… the cure for poverty, unemployment, debt 
repayment, inflation, balance of payment 
deficits, the population explosion, crime, divorce 
and drug addiction.



Growthmania
Growth for growth’s sake is the ideology of the 
cancer cell (Edward Abbey 1977)

• World leaders seek growth above all else.

• This fixed idea is based on false premises, and an 
economic theory that ignores limits and 
ecological reality.

• Daly (1991) notes that the verb ‘to grow’ has 
become twisted. The original notion included 
growth to maturity or sufficiency. 

Thus growth normally gives way 

to maturity, a steady state.



Underlying assumptions of neoclassical economics

1) Strong anthropocentrism. Nature is seen as ‘just a 
resource’

2) The idea that the ‘invisible hand’ of the free 
market will control all that is needed for human 
benefit (Daly 1991). This is a key ‘given truth’ of 
neoclassical economics, and has become almost a 
religion (Daly 2008).

3) The idea that the economy can grow forever in 
terms of continually rising GDP, which increased 
by an astounding 25-fold over the last century (Dietz 

and O’Neill 2013).

Washington (2014)



Assumptions continued
4) The refusal to accept any biophysical limits to growth, for 

when classical economics was developed, limits were 
distant (Daly  1991). 

5) A circular theory of production causing consumption that 
causes production in a never-ending cycle. Real production 
and consumption are in no way circular (Daly 1991) 



Assumptions continued

6) Neoclassical economics ignores the Second Law 
of Thermodynamics (Daly 1991).

7) Environmental damage is merely an ‘externality’, 
a spillover effect of market transactions, and 
worth only ‘peripheral attention’ (Daly and Cobb 1994). 

8) All forms of capital can be substituted, thus 
human capital can be substituted for natural 
capital (‘weak sustainability’, Daly and Cobb 1994). 

Assumes $ can replace ecosystem services.



Environmental 
crisis caused by 

growth

Environmental damage as 
exceeded ecological limits

NC economists 
argue growth is 
cure

Greater environmental 
damage

NC 
economists 
argue growth 
is cure

NC economists 
argue growth is 
cure

Escalating 
environmental 
damage

The ‘Death Spiral’



Endless growth the cause of crisis

• The scientific data on the environmental crisis is 
clear, a testament that growth over the last century 
has not been ecologically sustainable (e.g. MEA, 2005). 

• Further growth in numbers and resource use will 
only accelerate the crisis. 

• Despite the hopes of the ‘World Conservation 
Strategy’ (WCS, 1980) and ‘Our Common Future’ (WCED, 

1987), we cannot ‘grow’ our way out of this crisis. 

• Growth is the cause, not the cure.



What is the good news?



Can we roll back denial?

• Yes we can.

• While there is a trend in society towards denial 
of unpleasant truths - there is also a balancing 
trend to reveal denial.

• What then is the first key step?

• Talk about the reality that endless growth on a 
finite planet is unsustainable.

• Dialogue is the enemy of denial.

Talk about this!



What should economic sustainability mean?

• The economy must return to being a servant of 
society, not its master.

• It can no longer be based on denial of reality, 
physical laws and ecological limits.

• Hence it must not be based on endless growth, but 
must bring both population and artefacts to 
ecologically sustainable levels.

• It should be based on sustainable 

well-being.

• Victor’s (2008) ‘LowGrow’ modelling has 

shown this is possible.



Ecological economics

• Ecological economics is an economics that 
acknowledges the ecological limits of the planet, 
that considers interactions between economic 
systems and ecological systems (Common and Stagl 2005). 

• The steady state economy was proposed in 1970s 
by Herman Daly and is the most comprehensive 
answer to the neoclassical growth economy.

• Recent focus (5 international conferences) has 
been on ‘degrowth’



The steady state economy

The key points of the steady state economy (Daly 1991) are: 

1. Constant population (at an ecologically sustainable level) 

2. A constant low level of throughput in materials and 
energy. 

3. A distribution of wealth which is equitable on an 
intergenerational basis. 

• Neither population nor artefacts can continue to grow 
forever. What is not held constant is growth in our culture, 
knowledge, goodness, and ethics.

• Czech (2000, 2013), Victor (2008), Jackson (2009), Heinberg
(2011), Dietz and O’Neill (2013) and Washington and 
Twomey (2016) have continued to develop this theme.



Immediate and ‘easy’ steps towards a SSE
• Move (over two decades) to a low carbon and material use 

economy as recommended by UNEP (2011b) and the WGBU 
(2011). 

• 100% renewable energy and energy conservation and 
sustainable building (e.g. Diesendorf 2013).

• Tax-shifting, by taxing the ‘bads’ that degrade ecosystem 
services.

• Subsidy-shifting, especially taking the $10 billion subsidies in 
Australia for fossil fuels (Elliston et al 2013) and transferring them 
to renewable energy industry.

• Control of resource use, both non-renewable and renewable. 
For non-renewable resources a 
depletion quota has been suggested (Daly 1991) 

or a ‘severance tax’ (Daly 2008). 



Immediate steps continued

• Dematerialisation of the economy, and the highest 
possible reduction of energy and resource use. 
Australia should move to ‘Factor 5’ (80% reduction).

• Cooperatives, ‘not-for-profit’ corporations, and credit 
unions as alternatives to ‘profit above all else’ 
corporations (Heinberg 2011). An example are Mondragon 
in Spain (which employs 83,000 people). 

• Banks should be required to move to a 100% reserve 
requirement, and make their money by financial 
intermediation and service charges, rather than 
lending at interest money they ‘create out of nothing’ 
(Daly 2008, Costanza et al 2013). 



‘Positive Steps to a Steady State 
Economy’, CASSE NSW

Available $20 at the New Economy 
Conference, 444 pages of solutions

Available $10 at 
the New Economy 
Conference

The ‘Good 
News’ is the 
positive steps 
we can take 
right now!


