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MOVIMENTO PER LA DECRESCITA FELICE




Movement for Happy Degrowth
www.decrescitafelice.it
Public debt, economic crisis and happy degrowth
"Sentinel, what of the night?" - Isaiah 21:11.
Analysis of the situation and premises


The gravity of the problem of public debt has not been underestimated. It is the foundation on which growth of the present historical period is built, indispensable for the purposes of increasing production of commodities. It is a choice pursued knowingly and unanimously by governments of the right and left in all industrialized countries.

The myth of unlimited growth through debt. Speculation on treasury bonds of States with high levels of debt should have raised a question long ago:  why have all industrialized countries accumulated increasing public debt in recent years, up to levels that in 2010 reached from 80% in the United Kingdom to 225.8% in Japan?

In 2010, the debt/GDP ratio in the Eurozone rose from 79.3% to 85.1%, despite the fact that the Stability Pact signed by EU countries in 1999 fixed the maximum threshold of this ratio at 60%.  Why do States and local administrations systematically spend more than their revenue?  Why does the banking system induce families to spend more than their incomes?  The answer is intuitive: because overproduction of commodities has reached such high levels that if people did not borrow, unsold commodities would build up, triggering a crisis that could destroy economies and production based on unlimited growth of GDP.

In an attempt to jump-start growth and increase GDP, countries have financed the scrapping of cars, tax cuts have been given for construction of houses, renewable energies have been incentivated without favouring self-producers or environmental protection, and extremely costly but unnecessary public works have been approved.  However, in all industrial countries, deficit spending by governments has not restarted growth or decreased unemployment, which continues to grow.  In other words, public money has been spent, accumulating public debt, to no avail.

Why has stimulation of the economy through public spending failed to produce the expected results?  Because technological development in industrialized countries has created excess productive capacity that continues to grow.  Ever more powerful machinery produces increasing quantities of commodities in shorter and shorter times, requiring less and less human labour per unit of product.  This is why unemployment increases instead of decreasing.  Because this high-tech machinery is extremely costly, it cannot stand idle but must work at full capacity.  The commodities produced must be bought, even if they are not needed.  Thus, technology increases the supply of commodities faster than demand can grow and this lowers employment and consequently demand.  The only way to increase demand is therefore through debt.  

Growth is not the solution but the problem!
The cost of large public infrastructure, decided with increasing frequency by central State and peripheral administrations not because of real need but explicitly to jump-start the economy and create jobs, has been a major reason for increasing public debt. Large infrastructure nearly always has devastating environmental impact and can only be built by large companies, sealing the strategic alliance of corporations with political power.  Such alliances are common to all parties from right to left, levelling any differences in cultural and political perspective.  The electoral programmes of parties at all institutional levels show an obsession with superfluous gargantuan projects.  The larger they are, the more investment they require, the more they are claimed to contribute to economic growth, and the higher the sums passing illegally between contractors and governments.  This is repeated for every summer or winter Olympics, soccer, swimming or tennis championship, universal exposition, centenary, jubilee and international conference.  Large infrastructure built for these occasions has enormous costs, is used for only a few weeks, and is then invariably abandoned to neglect and deterioration.  It goes nowhere near paying for itself, casting public administrations into debt for several generations and forcing them to borrow to pay the interest on existing debts, and eventually to raise money by outsourcing public services or selling utilities to multinationals.  The public debt of Greece, that raised a storm of financial speculation, got out of control because of spending for the Athens Olympics in 2004. Turin is the Italian city with the highest public debt, incurred by deficit spending for the Winter Olympics of 2006.

A further large contribution to public debt comes from military spending, which during the twentieth century played a decisive role in absorbing productive capacity in excess of autonomous market demand.  After the fall of the wall of Berlin in 1989 and dissolution of the Soviet Union, the United States of America assumed an imperial role, systematically reinforcing its military presence all over the world, especially in the Middle East, the site of oil deposits strategic for economic growth.  The resulting increase in State military spending progressively reduced the economic advantages of control of oil flows, beginning to look disquietingly like the situation prior to collapse of the Roman Empire, when military spending to control the provinces began to exceed the value of the resources gained.

MANIFESTO

If the spiral of public debt in industrialized countries is to be blocked, two immediate measures are necessary: suspension of plans for building large public infrastructure based on deficit spending, and drastic reduction of military expenditure. As argued above, this is actually action on two aspects of the same problem.  Needless to say, because of their self-destructive nature, these measures will never be taken by systems of power based on strategic alliance between traditional political parties and large construction companies: no power ever stands aside unless forced to do so by a greater power.  It can in theory be argued that if public demand were cut to such an extent, it would reduce debt and in turn expenditure, as well as GDP and tax revenue, and the problem would return, aggravated by impact on certain manufacturing sectors with further unemployment. However, this would only happen if it were not possible to find alternative jobs and occupation:  what is needed is selective economic contraction.
The choice of which sectors to relaunch. In order to reduce or at least not increase public debt and simultaneously promote employment, it is necessary to reinforce sectors of production in which investment costs are amortized by the resulting savings in running costs.  To identify these sectors it is necessary to abandon the concept of the economy as a self-serving activity based on dynamics of supply and demand, and intervene in phases where production and consumption impact terrestrial ecosystems (resource extraction, processes that transform resources into commodities and goods, reduction of commodities and goods into wastes) with the aim of developing technologies that reduce wastes and inefficiencies or in other words make it possible to minimize resource consumption, input of contaminants into biochemical cycles and waste production. Instead of building large infrastructure, it is necessary to invest in energy refitting of existing buildings, reducing water losses from water supply systems, promoting rainwater storage, maintaining public buildings, restoring the beauty of landscapes spoiled by the vulgar constructions of recent decades, reinforcing local public transport, renaturalizing urban areas with abandoned factories and buildings (as in Detroit), developing renewable energy in small family plants, recovering and recycling materials from discarded objects, promoting traditional local farming and local trade, and shortening supply chains between producers and buyers.  Besides creating more jobs than mega-infrastructure, unlike the latter these activities have intrinsic utility and repay their investment costs by reducing wastes and consumption of primary materials.  Thus they do not increase public debt or require powerful technologies but rather evolved ones. They promote recovery of traditional trades and crafts. They cannot be conducted by multinational companies operating on world markets, but only by small-medium firms, specialized craftsmen and local technical experts.  These agents penetrate all the folds of the system, know all aspects of the community and the region, and can act promptly and economically, financed, if necessary, by local credit unions.

Valorisation of land and the local economy. The unification of small farmers, small shopkeepers, small-medium firms, tradesmen, craftsmen and professions in the areas where they live, with movements of opposition to mega-infrastructure and privatization of essential public services can only occur in a context of voluntary withdrawal from globalization and reappraisal of local economies, with the aim of minimizing dependence on fossil fuels and maximizing self-sufficiency according to the principle of subsidiarity:  production and trade on the smallest appropriate geographical scale, enlarging the areas of supply for what cannot or cannot feasibly be produced on a smaller scale.  The purpose of this choice, which can only be made on a voluntary basis, is to achieve maximum autonomy in production of food, energy and items of basic necessity:  housing, clothing, furnishing, tools, trades, crafts, repair and maintenance.  Minimization of dependence on fossil fuels implies an end to chemical agriculture and development of organic agriculture, valorisation of the seasonality of products, reunification of cultivation and livestock, shortening of supply chains with fewer middlemen between producers and users, and propagation of renewable energy through small family plants connected in internet-like networks.  The increasing prices of fossil fuels and their progressive unavailability will make organic farming increasingly expedient, but it must be conducted scientifically.  Without agricultural chemicals, more labour will be needed for food production, calling for a significant migration of people from cities back into the countryside.  In a globalized economy, small-medium firms can only find space in the sector of semifinished products and components for firms operating on the world market or in the production of finished products for large brands operating on the world market (contract producers).  Only by breaking away from globalization and producing for the local market to which they belong, only by offering finished products to buyers in their area, can these firms valorise their professional wealth, creativity and experience.  Nearly all the items and services necessary for a life in line with the welfare standards of industrialized countries can be supplied by small-medium firms all over a region.  Only in the devastating perspective of globalization can these firms be considered a factor of weakness.  In the context of economic policy aimed at consolidating the self-sufficiency and resilience of local communities, they are an extraordinary asset.

Middle-period planning  All energy-efficiency initiatives involve a reduction of consumption of resources per unit performance, so while they increase GDP in the year they are carried out, they reduce GDP in all subsequent years.  Insulation of a building to reduce thermal losses increases GDP the year it is done, but from then on it decreases GDP by reducing energy waste.  Waste reduction is a prerequisite for meeting residual requirements by means of renewable energy sources.  Renewable energy plants increase GDP in the year they are installed, but from then on they decrease GDP by reducing consumption of fossil fuels.  The better the insulation and the lower the energy consumption, the lower the power and consumption of renewable plants necessary to meet it, and the greater the selective contraction of GDP.  In this context, economic contraction is not only a measure of welfare and improved quality of life, but also a perspective that can create qualified jobs and that pays its own costs by the savings derived from reduced fossil fuel consumption.  Selective contraction of GDP can be decisive in solving the economic crisis and the environmental crisis, without increasing public debt.  In other words, it reduces public debt without depressing economic activity.

Politics and economic contraction

To sustain an economic and industrial policy based on selective reduction of waste and inefficiency, a new generation of politicians is needed.  They must be anthropologically different from those formed in parties of the left and right or in their collateral associations.  They cannot be stamped with the dogma of growth and must be culturally unrelated to the political dynamics of the 20th century;  their choices must be guided by analysis and problem solving.  This generation is already being trained.  Their schools are the movements opposing construction of public mega-infrastructure and privatization of essential services, which are the two strategic lines of the alliance between corporations and political parties intent on launching a new phase of growth, first by construction of mega-infrastructure financed through State debt and later by privatizing essential public services, such as water, energy, wastes, health, education and transport. Despite the disparity of the forces on the field, the game has begun and can be played.

Conclusions  These considerations are not intended to be an alternative to the slalom between restrictive measures to arrest sky-rocketing public debt and expansive measures to restart growth, in which the power block of large corporations and political parties is engaged.  Since no alternative power block that can depose that alliance yet exists, the current crisis cannot be solved.  The crisis will get worse and end in disastrous collapse.  Everything suggests that this is inevitable and only a question of time.  If the first thing to precipitate is the climate crisis, it will be difficult to find an escape route.  If on the other hand, the climate crisis is delayed by the economic or energy crisis, the many who were not deceived by the gigantic disinformation and propaganda campaign mounted by the mass media can avoid being buried in the rubble.  To save themselves, they will have to disengage from the economic system based on growth in commodity production, organizing alternative economic, productive and community networks that can function autonomously and meet the basic needs of life with local resources:  as it has always been in the history of mankind.  A new phase of human history can be built on the capacity to resist in a period of transition that will inevitably be dramatic, on a heritage of knowledge and know-how handed down and implemented in the course of generations, on the capacity to transform natural resources with respect, efficiency and intelligence and on the ability to build relationships based on mutual respect.  The present crisis is historic and not due to short-term economic contingencies;  it is the crisis of an economic model without a future, which cannot be reorganized and improved but must be replaced.
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