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The Living Economy by Paul Elkins is an 
encyclopedic attemp1io summarize the "new 
economics" for a wide audience. The new 
economics can be briefly described as that 
body of work, beginning with E.F. 
Schumacher, Herman Daly and Hazel 
Henderson (see Probe Post, Vol. 5, No. 4, 
1982), which is critical of tmditional econom
ic theory and seeks alternatives to the devas
tating impact of our current economic system 
on communities, individuals and the bio
sphere. 

The book grew out of nearly 50 papers 
presented by "new economists" at the 1984 
and 1985 TOES conferences which were held 
in the shadow of the London and Bonn sum
mits of the seven major industrialized 
nations. TOES stands for "The Other 
Economic Summit," and those meetings were 
intended to highlight the poverty of ideas cur
rent�y being put into effect by the "big 
seven," and to draw attention to an alternative 
body of thought. The book is a mixture of 
connective commentary by Elkins and a 
series of miniessays condensed out of the 
original papers. A more compact book could 
have been produced had some of these essays 
been eliminated. The few that I have in mind 
are dry and boring and use obfuscatory jar
gon, whereas Elkins' summary of the same 
material is concise and pithy. 

According to the authors,·the "three. pil
lars" of the new economics are: satisfaction 
of genuine needs, the reconceptualization. of 
work and self-reliance. With respect' to 
needs, the old economics is deficient on two 
counts. First, it equates human need with 

, market demand: those with money have their 
"needs" met; those without suffer. Secondly, 
it ignores the extent to which people's needs 
are manipulated. According, to Manfred 
Max-Neef, one of the volume's contributors, 
each culture has its own "satisfiers" for 
"basic human needs." But needs have also 
been created, resulting in widespread devas
tation of the environment. Max-Neef 
attempts to get at this, but, in my opinion, he 
fails to clearly distinguish between "false" 
and "genuine" needs. The reason there are so 
many "satisfiers" in our society is because 
people's genuine ncPAls ftatisfying'commu
nity life, for example - are going unmet. 

Economists have long assumed that the 
more goods and services that are produced, as 
measured by the Gross National Product 
(GNP), the more society benefits in terms of 
needs satisfaction. But, as contributor 
Christian Lepen notes, "The deficiency of the 
GNP concept becomes ... obvious when it is 
recognised that GNP can be increased by 
methods of production which involve envi
ronmental destruction and social costs ... The 
new damage-control and damage-repair sec
tor thus becomes a new opportunity for 
growth for national economies, but, far from 
indicating an increase in human well-being, 
this sector could be interpreted as represent
ing a decline in the quality of life to a level 
which now made defensive expenditures 
essential. " 

One of the injustices of our system is that 
these so-called "defensive expenditures" are 
not a part of the costs borne by the offending 
enterprise. A corporation's "bottom line" 
takes into account only immediate production 
costs and not the costs to society of environ
mental degradation or of health care for 
health-injured workers or residents; these are 
absorbed by society. Thus, the GNP is not an 
adequate measure of social well-being. It 
reflects, for example, not only the value of all 
cigarettes produced in a given year, but also 
the cost of health care for those who succumb 
to cancer. It includes not only the value of 
products produced by a plastics factory, but 
also the costs spent on cl�ng up the envi-

ronment and remedying the effects of pollu
tion caused by that same factory. 

Thus, as Marx once sardonically noted, if 
we really want to promote economic growth, 
we should give encouragement to criminals 
since crime has a host of "multiplier effects," 
increasing the dem:md for policemen, lock
smiths and guns. Wars are even better. 
Weapons have planned obsolescence built 
right into them, and indeed many western 
economies have been propped up by military 
spending in recent years. 

A more accurate measure of economic 
"progress" would be the ANP (Adjusted 
National Product), the GNP with defensive 
expenditures of all kinds subtracted. If peo
ple were aware of the price tag associated 
with pollution, depletion of natural resources, 
deterioration of social infrastructure, the 
under utilization of people's talents and skills, 
and the effects of an unjust and irrational 
economy on people's mental and physical 
health, they might be less sanguine about our 
"growth" economy. 

Another major concern for the contributors 
. is tile fate that work has undergone. They 

chirge that the market economy has made 
most people dependent on a "boss" for 
employment; they have lost the ability to pro
vide for their own needs outside the wage 
system. Work has become overly fractional
ized, and hence no longer meaningful. It has 
ceased to be an end in itself and is seen as 
merely a way to "make a living." 

Moreover, the economy is divided accord
ing to the pres,ence or absence of money 
transactions. Paid work in the monetized 
economy receives acknowledgement and 
devolves greater status on those in their "pro
ductive years," to the detriment of the young 
and the old. Unpaid worLin the nonmone
tized economy is largely hidden from sight 
and has Iinle status. 

Whereas defensive expenditures are incor
rectly recorded in the GNP; the positive con
u{butions of the non monetized economy 
(where much unacknowledged labour occurs) 
are not. Contributor David Ross has divided 
the economy into nine sectors: big business, 
the public sphere, small business, collectives 
and co-ops, community enterprises and 'orga
nizations, volunteer activity, barter and skills 
exchange, neighbourly mutual aid, and the 
household. Much of the activity in the latter 
four sectors is not monetized and hence is not 
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recorded in the GNP. 
But Ross makes a further distinction, not

ing that the economy can be divided into 
"formal" and "informal" sectors. The formal 
sector tends to be characterized by its large 
scale and by the dominance of "commercial" 
accounting - that is, production for profit -
whereas the informal sector to be char-

out of sight; "externalities" such as these must technologies" - microelectronics, bioengi
be internalized and properly dealt with. neering, pollution control, etc. - whereas 
Trade must occur on a basis 9f equality, with othe�s see these "superlndustries" as being in 
benefits and risks shared equally and nations the vanguard of a new system just as perni
seeking to avoid dependence. cious as its forerunner. Wolfgang Sachs 

In the last section of the book, "The New writes, "what seems to be emerging are the 
Economics in Action," the authors chart some outlines of a less polluting and material-sav
new strategic directions for ,economic "devel- ing capitalism, where the resource base is 
opment." For instance, in contrast with, being changed (biotechnology, ocean 

the full and ultimate consequences of national currencies, which are exported out of research), while the cleaning up of environ-
economic activity on the individual� house- communities as profits or interest, or import- mental wastes is becoming a source of profit, 
hold and community"). With the exception of ed into communities as capital with strings and where nonmaterial needs, hitherto not 
big business, all of the economic sectors out- attached, they make a case for local curren- marketed, are being commercialized (com
lined by Ross have significant parts which' 'cies which keep money circulating in the munication technologies). �A new generation 
fall on the informal side of the dividing line. immediate area. Such currencies are not like- of industrialists, planners and scientists are 
The point of this, for RoSS, is to show that the ly to be speculated on by money traders, and working hard to find a way out of the crisis 
large-scale, profit-driven institutions account they allow for greater control over develop- while taking society more firmly into their 
for a smaller percentage of economic activity ment. The authors cite several successful and hands." 
than one might normally expect. highly fascinating precedents where local For those who want to place their faith in 

With respect to self-reliance, contributor currencies were used, ranging from the technology, � warns that "Technology is 
Wolfgang Sachs argues that dependence on "Guernsey experiment," where one of the neither neutral nor static. Where its develop
the world mark�t is a losing proposition, a English Channel Islands issued its own inter- ment is not democratically controlled, and 
rather novel concept at a time when "free est-free notes, to the local currency in Worgl, directed by people generally for their own 
trade" is being offered as the salvation of our Austria, which turned the local economy benefit and that of society at large, it will be 
economy. He and other authors reject the old around. Worgl was on the verge of being controlled by a few people for their own 
mainstays of liberal economic ideology - emulated by 200 other towns when its CQITen- power and profit at the expense of everyone 
namely, specialization, the national and inter- _ cy was suppressed by the Austrian Stfpreme else." The kind of technology that environ
national division of labour, and the theory of Court in 1934. mentalists wish to promote, by contrast, is 
"comparative advantage." Sachs offers The authors provide a number of other pro- appropriate technology which "conserves 
instead a strategy of ecodecentralism "where grammatic suggestions, ranging from com- resources, is kind to the environment, is good 
wealth is not derived from specialising.in munity land trusts to community investment to work with and creates socially useful prod- ' 
export for distant markets, and by sending the funds, from local trading systems to munici- ucts." Unfortunately, not very much attention 
eamed money to distant producers in order to pal ly enforced ethical business codes. They is paid to what an appropriate technological 
import a large percentage of food, energy, note: ''Local circulation can be stimulated by society might look like. 
materials, insurance, and health care, but establishing new local businesses, by taking The authors are to be commended for 
rather from reducing people's involvement in steps to increase local self-reliance in critical including considerable material on the special 
the national and international economy and areas such as energy, by establishing local problems of Third World economies, and for 
providing more locally." This requires step- banks to reinvest people's savings in the local highlighting what the North can learn from 
ping off the "fast tra� of the world market economy and by deliberate attempts at import, experiments such as the "Green Belt" move
race where nations and regions offer bribes substitution." They cite a 1983 Dutch study ment in Kenya, where women have been in 
and compete fot the attention of multination- that shows a conserver-oriented economy the forefront of reforesting rural areas. 
also would not only significantly reduce pollution, Where they are weak is in the area of 

As contributor Johann Galtung writes, "the but would create more jobs and result in high- addressing the role and needs of women, who 
, basic rule of self-reliance is ... produce what er social welfare (as measured in greater contribute most of the world's work and own 

YOli need using your own resources, internal- income equality, and a healthier envi!onment 'but a fraction of the world's wealth. Also 
ising the challenges this involves, growing and "safety for the future"). This option was 
with the challenges, neither giving the most strongly supported by labour, church groups 
challenging tasks (positive externalities) to and consumer rights organizations in the 
somebody else to whom you become depen- Netherlands, and was strongly opposed by 
dent nor exporting negative externalities to big business. It is not presently being imple
somebody else to whom you do damage and mented. 
who may become dependent on you." No An alternative economic future is feasible, 
longer can the effects of international produc- but how will it be realized? For contributors 
tion and trade (for instance, environmental like John Elkington, the route to economic 
degradation and Third World poverty) be put utopia involves reliance on the new "sunrise 
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missing is the importance of conceiving of 
nature not simply as a resource which must 
be�anaged more efficiently, but as a bio
sphere of tremendous complexity and beauty, 
comprised of species who have needs and 
"rights" of their own. , e 

Don Alexander is a graduate  student in 
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