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Ecological macroeconomics and sustainable transition – critical and constructive 
perspectives (The EcoMac project) 
 
 
BACKGROUND AND PURPOSE OF THE PROJECT 
Global society faces a number of serious and interdependent environmental and economic crises, which 
together can be seen as constituting a systemic crisis. Dominant economic theories as well as current 
political measures offer completely inadequate responses to this crisis. It is, therefore, necessary to rethink 
economic theory and to develop more radical ideas about institutional changes that cope with the different 
crises in a coherent way. 
 
In the rich countries it is necessary to reduce resource consumption considerably in order to respect the 
planetary boundaries for good conditions of human life, and simultaneously to deal with the global 
distributional challenge. This seems difficult to combine with economic growth: while a certain relative 
decoupling has been achieved through technological and organisational change, no absolute decoupling 
has taken place (Jackson 2009, Krausmann et al. 2009). Presently, resource consumption is curbed by the 
economic crisis, which on the other hand leads to large social problems. The challenge is to resolve the 
dilemma that, on the one hand, economic growth increases the global environmental and distributional 
problems, and on the other hand, negative growth implies social problems and the risk of collapse in the 
longer term. Therefore, the key concern must be to transform society in ways that make it prosper without 
economic growth (Kallis et al. 2012, Seidl & Zahrnt 2010). 
 
The dominant discourse and economic policies do not, however, attend to these issues. The economic 
discourse focuses on bringing the economy back onto the growth track through higher productivity, 
increased labour supply and improved competitiveness, while environmental concerns are excluded from 
the economic discourse and dealt with separately through energy planning and various environmental 
measures. Economic and environmental concerns are only considered in unison when green is used as a 
prefix for projects that are presumed to be a take-off for economic growth and for developing particular 
strongholds of Danish competitiveness. Environmental concerns – not to talk about distributional concerns 
– are not included as an argument for holding back economic growth.  
 
Both at the European level and within Denmark, critical voices are arguing against current dominant 
economic policy (Weise & Strandgaard 2012). The disagreement revolves around how to most effectively 
bring the economy back onto a growth track: through public budget cuts, reductions in the social safety 
net, lower wages and tax relief in order to improve competitiveness, or through a more Keynesian-oriented 
growth policy focusing on increased demand combined with innovation policies, and in some cases also 
including restrictions on the power of the financial sector. A characteristic feature of this debate is that the 
global environmental and distributional problems hardly figure, and if so, then emphasis is primarily given 
to the potential for growth through investments in the energy system and housing renovation. 
 
There is an obvious need for developing new ways of thinking about the crises and for new suggestions for 
how these crises can be resolved. The major purpose of this research project is, thus, to contribute to the 
development of a third position that, in contrast to both the dominant discourse and the Keynesian 
critique, incorporates the solution of the global environmental and distributional problems in the design of 
crisis policies. The primary theoretical framework for the project is ecological economics (Røpke 2004, 
2005), which will be applied both to challenge traditional understandings of current economic-political 
problems and as a point of departure for the formulation of constructive ideas for alternative paths of 
development. From the realm of macroeconomics, the project builds on a number of recent contributions 
related to ecological economics (Jackson 2009, Kallis et al. 2012, Victor 2008, NEF 2008, Lawn 2010, Harris 
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2013, van den Bergh 2013) as well as broader macroeconomic discussion (Colander et al. 2009, Colander 
2011, Stiglitz 2012, Chang 2010).  In addition, the project draws on perspectives from market sociology 
(Çalışkan & Callon 2009, 2010) and theory about sustainable transition (Markard et al. 2012). 
 
RESEARCH FOCUS 
As a contribution to the development of an ecological macroeconomics and to promote sustainable 
transition, the project has three focus areas: 

 Critical analyses of the underlying assumptions upon which much economic policy with implications 
for sustainability is premised, with the aim of developing policies based on alternative assumptions. 

 The role of economic institutions for sustainable transition and the possibilities for changing these 
institutions. 

 Popularising the basic ideas in ecological economics and related heterodox strands of thought like 
market sociology. 

 
Premises for economic advice 
In a large number of areas with considerable importance for sustainable transition, economic advice plays a 
key role for policy development. In general, the advice is based on understandings from mainstream 
economics, which are highly questionable when viewed from biophysical and market sociological 
perspectives. The background for and implications of economic advice are explored in four sub-projects; 
each seeking to develop alternative perspectives or recommendations. 
 
Critical discussion of economic ”necessities” 
The Danish debate on economic policy is replete with references to a series of economic “necessities” and 
self-evident truisms in relation to topics such as the improvement of competitiveness, the need for 
productivity increase, the expansion of the labour supply, public budget cuts, the funding of the welfare 
state, etc. Characteristically, few of these “necessities” involve environmental and distributional concerns, 
and actually, the same goes for the critique that, after all, is raised against the “necessities”. Nonetheless, 
the policies that are based on these ideas strongly influence the possibilities for sustainable transition. 
 
The biophysical perspective of ecological economics opens up for seeing other relationships than those 
rendered visible by traditional economic theories, and this perspective can serve as a critical device in 
relation to traditional understandings. For instance, it can be demonstrated how the dominant 
understandings construct economic “necessities” that are highly problematic from a biophysical and 
distributional perspective. Since the “necessities” emerge from given institutional structures and 
relationships, the analysis, in addition, aims at identifying the institutions (regulative, cognitive and 
normative) that impede a more sustainable development and have to be changed in order to dissolve the 
“necessities”. 
 
Free markets in the provision of biophysical resources? 
The idea of the free market as an effective allocation mechanism has become a premise in the international 
and national regulation of the biophysical systems in relation to energy, waste and water. By exposing the 
actors within the energy, waste and water sectors to competition, it is expected that their provision can be 
made more effective and, thus, cheaper for the end users. This transfer from government to market 
includes privatisation, commercialisation and “commodification” of the biophysical resources, so they are 
transformed into economic goods. This requires not only a large number of institutional changes in, for 
instance, ownership and norms, but also that the biophysical resources are qualified as commodities that 
can be sold for a price based on market transactions. 
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Such markets can, however, not be seen independently from the institutional context in which they are 
embedded. The aim of this project is thus to study how markets for biophysical resources like energy, 
water, and waste are created. Particular attention is given to exploring the interplay between institutional 
changes and the materiality of the biophysical resources (and the related socio-technical systems) in order 
to challenge the idea of “the free market” as a useful regulatory mechanism. 
 
Cross-sectorial management and development logics 
During the 1980s the Danish government administration developed a number of new cross-sectorial 
management and development mechanisms. Within the Ministry of Finance a new fiscal management logic 
was developed, based on macroeconomic balances. At the same time, an innovation-oriented logic for 
business development was formulated as a response to increasing European and global pressure of 
competition. Neither of these logics were originally oriented towards sustainability and resource efficiency. 
 
While these logics revolved around the creation of activity and growth, respecting macroeconomic 
balances, the issue of the environmental and distributional implications of societal development was 
increasingly recognised as a relevant management criterion. This new development is, for instance, 
reflected in the government’s climate policies, and recently, their concept of challenge-driven innovation, 
which focuses on socio-ecological challenges related to water, air, food and mobility. 
 
The aim of this project is to analyse the institutionalisation of these dominant economic management and 
development logics, and to analyse the implications of these logics from a socio-ecological perspective with 
the ambition of identifying possibilities for reforming these logics in order to ensure a more sustainable 
social development. 
 
Macroeconomic modelling 
Models are important tools that create representations of reality by using assumptions, variables and 
causal explanations. Within economics, macroeconomic models are often used to substantiate the 
argument for specific economic “necessities”. In this way models become instruments in the efforts to 
create certain realities, setting the framework for decision-makers and influencing political priorities. 
 
Models are, however, not an expression of an objective reality, but reflect the worldviews and values of 
certain theoretical trends. Presently, mainstream economics firmly dominates the construction of 
economic reality, but the emergence of various economic, environmental and social crises has drawn 
attention to the shortcomings of these models and led to renewed critique of these. This creates an 
opportunity for the emergence of new models. 
 
Within ecological economics there have been several attempts since the on-set of the financial crisis in 
2008 at developing macroeconomic models that incorporate the environmental and distributional 
challenges. The first step was to reshape existing economic models by incorporating a number of 
supplementary variables, but development is still at an initial stage and much work has to be done before 
the contours of more elaborate models within ecological macroeconomics are in place. It is a key task to 
contribute to this development.  
 
This part of the project seeks, therefore, to contribute to this development by discussing the requirements 
that an ecological economic macro-model must meet and by examining a number of existing 
macroeconomic modeling approaches in order to evaluate their potential as ecological macroeconomic 
models and discuss the way in which they manufacture the economic reality. Furthermore, it is the 
intention to investigate the role of prevailing macroeconomic models in policy-making and explore the 
possibility of increasing the influence of alternative modelling approaches. 
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The role of economic institutions for sustainability transitions 
Research in sustainability transitions usually focuses on production and consumption and is increasingly 
considering the socio-technical systems that provide society with key products and services, in particular, 
the systems providing energy, transport, food, and housing. The concept of socio-technical system calls for 
a perspective on the economy that differs from the traditional classification of sectors or industries. While 
the industry classification, in principle, is based on a categorisation of production according to technically 
related product characteristics and makes a sharp distinction between production and consumption, the 
concept of socio-technical systems focuses on the interplay between production and consumption within 
integrated systems. Analyses of transition processes towards increased sustainability thus focus on the 
need for changes of both production and consumption, and how a large number of actors have to interact 
to change a system. 
 
The focus on socio-technical systems sets the stage for active planning efforts that go beyond the simple 
regulation of prices, which economists often suggest. Taxation of resources and pollution can contribute to 
structural development in a more sustainable direction, but it is risky to rely on this mechanism alone 
because changes in the systems may unfold too slowly and because of the distributional implications of 
increasing resource prices. Adapting to these may become unnecessarily tough, if it is not prepared through 
planning. Hence, increasing resource prices is an insufficient recommendation. 
 
It is, however, also insufficient to focus only on the transformation of the socio-technical provision systems. 
As a supplement, there is a need to consider the social systems and institutions that cut across these 
provision systems. In particular, this holds for institutions that regulate wealth and income distribution in 
society, as for instance, systems related to taxes, the labour market, social security, pensions, and finance. 
As long as the cross-cutting economic institutions are not reformed, there is a risk that progress with regard 
to the provision systems is undermined and that trends towards unsustainable transitions are reinforced. In 
addition, it is decisive for the political legitimacy of sustainability transitions that they are not accomplished 
with high costs for the weakest in society, while a small group obtains privileges. The aim of the research is 
thus to increase the understanding of the importance of the cross-cutting institutions for sustainability 
transitions and to discuss how such institutions can be designed to promote a society that can prosper 
without economic growth. As a part of this endeavour, the project will analyse and discuss how to build a 
bridge over the present gap between the proposals that are included in alternative visions of a sustainable 
economy, and the smaller steps that can be expected to be politically feasible within the measurable 
future. 
 
As a start, the project group will assess which institutional changes it could be particularly relevant to 
highlight. Focus will be on the following major problems: which institutional conditions are especially 
important for ensuring: 

 The transfer of resources from consumption to investment? 

 The limitation of rebound and multiplier effects of large investments in green transformation? 

 Satisfactory employment opportunities in an economy without growth, which is simultaneously 
environmentally sustainable? 

 
Three areas of transition will be selected for closer exploration through the involvement of outside 
expertise. For each question a small group of experts will be invited to prepare short opinion papers and to 
participate in a workshop that will form the background for a summarising account by the project group. 
 
Popularising of basic insights from ecological economics 
Presently, it is possible to detect a considerable interest in ecological economics and a demand for teaching 
materials, preferably in Danish and suitable for use in high school and at bachelor level. The project group 
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intends to write small chapters about the basic perspectives in ecological economics and related heterodox 
strands of thought such as market sociology. These texts will be freely available on the internet. 
 
THE PROJECT GROUP 
The project group consists of: 
Inge Røpke, Principle investigator, Professor (with special responsibilities) of ecological economics. She was 
trained as an economist and holds a PdD in social sciences with a focus on consumption and environment. 
Susse Georg, Professor of sustainable innovation. She was trained as a geographer and holds a PhD in 
environmental policy and economics. 
Jens Stissing Jensen, Postdoc in sustainability transitions. He has a master’s degree in science and 
technology studies and holds a PhD in industrial policy. 
Emil Urhammer, PhD student in ecological macroeconomics. He was trained as an engineer, with a 
bachelor’s degree in mathematics. 
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