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 NEW ECONOMICS FOUNDATION REPORT    THE GREAT TRANSITION

The financial crisis exposed deep flaws in the approach to economics that has dominated policy-making for a generation. It turns out that letting markets rip does not always lead to the best outcomes for societies.  A return to blind faith in markets to deliver a future of endless, rapid growth is impossible to imagine now. This promise was always illusory, even on its own terms. Economic liberalisation has not delivered rapid growth on a consistent basis, but has been characterised by booms and crashes. Fewer and fewer have benefited from the booms as wealth and incomes have become increasingly concentrated, while those who suffered most from the crashes saw few if any benefits in the good times. Inequality has risen to record levels in many developed countries – not much has been ‘trickling down’. But the promise was also an illusion at a more basic level. 

Essentially, orthodox economic theory assumes the infinite consumption of finite resources. Growth, in the sense of using more and more stuff, is obviously impossible when there is only a certain amount of stuff. The atmosphere cannot absorb the levels of CO2 being pumped into it for much longer without triggering irreversible climate change. The majority of the planet’s ecosystems are being pushed to breaking point. Our ‘footprint’ in the developed world has grown too heavy, and we are showing no signs of our being able to tread more lightly. 

[bookmark: _GoBack]Measures of life satisfaction in developed countries are flat. Overwork for many combines with widespread worklessness for others. Set alongside those who have far more than they need are those who do not have enough. Falling social mobility sees these patterns repeated from one generation to the next, while unsustainable levels of debt affect all parts of society. As real incomes have fallen, many have had to take on debt to fund the essentials of life. For the more affluent, status-driven consumerism, often fuelled by debt, is the norm. We can’t afford to carry on as we are, restoring business-as-usual – if such a thing is even possible – won’t make us happy, and it will cost us dearly. 
There is an alternative; one where we live within the limits of the natural world and more fairly with each other, locally, nationally and globally; where we focus on the things that really matter, applying our core human values to what is really valuable.  By sharing our resources more equally, by building better communities and a better society and by safeguarding the natural environment, we can focus on the things that really matter and achieve genuine and lasting progress with higher levels of wellbeing. Taken together this would amount to what the New Economics Foundation has termed the Great Transition.
Several steps are needed to make a reality of the Great Transition and they are noted below.

The Great Revaluing makes the case that building social and environmental value should be the central goal of policy-making. This needs to be true for private as well as for public decision-making, with market prices reflecting real social and environmental costs and benefits. We need to make ‘good’ things cheap and ‘bad’ things expensive – too often this is the opposite of what we have today.
 
The Great Redistribution shows how a redistribution of both income and wealth would create value as resources are moved from those who do not need them to those who do. As well as material factors, however, we also need to redistribute time. By sharing working hours and tasks more equally, everyone would be able to undertake more meaningful work, and by shortening the working week to four days we could create a better balance between paid work and the vital ‘core economy’ of family, friends and community life. The report also proposes a redistribution of ownership to create a form of ‘economic democracy’, where company shares are progressively transferred to employees in a resurgence of mutual and co-operative ownership forms. More equal societies are happier societies. By focusing on fairness we reap both social and economic benefits, as we no longer have to pay such a high price for the social ‘ills’ associated with high levels of inequality. 

The Great Rebalancing makes a positive case for markets, but only once markets have been set up in such a way that prices reflect true social and environmental costs and benefits.

Central and local government should act as a facilitating state, which supports citizens, but also works with them to ‘co-produce’ well-being in areas such as health and education. This facilitating role requires a balance to be struck between direct provision, co-production, and the fostering of strong local communities where people are encouraged to come together to pursue their shared goals and shape their own outcomes. 

The Great Localisation argues for an expanded concept of ‘subsidiarity’ – the idea that decisions are best taken at as local a scale as possible. By this we mean moving real power away from the centre to devolved democratic bodies and giving local people a real say in how this power is exercised.  There is a case for greater local self-sufficiency in some areas, combined with regional, national and international trade in others. Big is clearly not always ‘best’ but neither, necessarily, is small. What we need is appropriate scale and, crucially, a clear means of deciding what this should be.

The Great Reskilling argues that greater local production will require us to relearn many skills that have been forgotten. From agriculture to manufacturing to the provision of local finance, returning to appropriate scale means equipping ourselves with the means to do so. Becoming less passive in terms of consumption and production we would start to regain our autonomy, which would extend to culture and arts. Local decision-making based on active participation will be most effective when people are well informed about what makes their local economy tick and what makes public services able to achieve the best outcomes. 

The Great Economic Irrigation outlines how finance could facilitate many of the changes proposed in the Great Transition. Locally, the argument is made for a restructured ‘ecology of finance’ of private, public and mutually owned institutions designed to meet local needs. In the local public sphere, it is suggested using the tax system to encourage social ‘goods’ and discourage ‘bads’ and  that priorities should reflect local, democratically determined priorities.

The Great Interdependence situates these proposals firmly in an international context. 
A rebalancing of internally and externally focused development is desirable for many reasons, and we would see more local production and more regional trade becoming the norm. Again, we are already seeing this begin to happen. If carefully managed and well funded, this would see development accelerate and ‘stick’, becoming more resilient in a stable and environmentally sustainable global context, with poverty and global inequality being progressively reduced and the huge dangers to developing countries of irreversible climate change averted. A global deal along the lines outlined in the report is essential for environmental reasons, but also to finally rid the world of the scourge of poverty and inequality. Business as usual has also failed in this regard. Just as within countries, trickle down approaches at global level have brought us to the brink of environmental disaster, while also increasing inequalities and entrenching grinding poverty in many parts of the world. Locally, nationally and globally we need to change direction quickly and radically. 



We need nothing short of a Great Transition – to collectively build a different future. This report concludes with clear steps that can be taken straight away to start the journey. While there is much that the Government needs to do, there are also things that we can all do now. We cannot afford to wait and neither should we. The possible future sketched out in this document is not intended to be prescriptive in any way, but to show that not only is fundamental change possible, it is also very appealing. 

Below is a set of recommendations for both governments and individuals. They are far from exhaustive, but we believe that with them we can take the first steps on a necessary and desirable journey to the Great Transition.

What you can do… …
In your own life: 
***Think about the carbon and ecological footprint of your lifestyle, and take steps to reduce it. ***Take fewer but longer holidays to reduce carbon emissions associated with travel.
***Cycle or walk whenever you can. 
***Start growing your own fruit and vegetables. 
***Buy locally produced goods when you can
***Repair, reduce, recycle and reuse as much as possible.
***Buy only what you need and pay attention to the ‘real’ cost of goods. 
***If you can afford to spend more on environmentally and socially responsible goods, then do so.
***Invest in the energy efficiency of your home. This will save you money in the long run, and you might even be able to take advantage of a grant or subsidy.
***Seek a balance between your work life and home life.
***Get to know your neighbours and become involved in your community. 
***Join a group that is campaigning for change, such as a local Transition Town initiative.

 … to influence government and others 
***Get political. Lobby your MP, the Minister for Climate Change and Energy and Prime Minister to support a global fair deal on climate change.
***Use your vote at every election to support the party with the best policies for achieving a socially just and environmentally sustainable Britain.
***Educate others. Get out, get active and be a positive force for change.

What government can do for… …
The environment: 
*** Agree a global fair deal on climate change with appropriate contraction and convergence targets to avert dangerous climate change, reflecting the UK’s ‘fair share’ of total sustainable carbon emissions.
***Put in place a plan to rapidly decarbonise the economy and hit these targets. 
***Challenge the assumption that all value is economic value, and that the interests of business are synonymous with those of society by initiating a ‘national debate’ about what we value environmentally and socially to kick off ‘The Great Revaluing’.
***Instigate a review of taxation to shift the burden of taxation to environmental and social ‘bads’, based on the issues of concern that emerge from this ‘national debate.’ 
***Start training programmes to develop ‘green’ skills for the Great Reskilling.

the economy:
*** Restructure the financial system so that it better serves the needs of society. Start by creating a Green Investment Bank, Post Bank and Housing Bank and encouraging local mutually-owned co-operatives.
***Use public money to finance the creation of a national green energy and transport infrastructure and provide incentives to kick start local equivalents through under-utilised mechanisms such as local authority bond issues. 
***Introduce a windfall tax on the historic surplus profits of the fossil fuel companies, similar to what Norway has done, and use the proceeds to invest in the UK’s transition to green energy. 
***Link the ability of banks to lend with the creation of social and environmental value to encourage investment flows to enterprises that will build a better tomorrow.
***Introduce a financial transaction tax to discourage the speculation that leads to dangerous economic volatility. 
***Regulate the financial system for stability and long-term benefit.
***Progressively introduce requirements for businesses to internalise the negative social and environmental costs of their activities. Start with a mandatory carbon price, and move onto other areas including eco-system resources and community well-being.
***Implement a reduction of working hours and more flexible working arrangements for all employees, to prioritise employee and community wellbeing through sharing both working and non-working time more equally.
***Ensure that businesses make visible and account for not just financial value, but the creation and destruction of value across a triple bottom line. Put holistic value at the heart of decision-making.
***Introduce regulation to increase employee ownership and their participation within governance and decision-making.

social policy and social justice:
***Devolve real decision making power to democratically accountable local forms of government based on genuine engagement and participation.
***Free these bodies to raise their own finance and spend the revenues on locally determined priorities.
***Reduce a wide range of social ills though cutting inequality by beginning a progressive redistribution of incomes that creates value for individuals and better outcomes for society.
***Investigate the use of carbon reduction measures to help redistribute income to poor households. 
***Put in place measures to redistribute wealth and provide all citizens with an ‘endowment’ on reaching adulthood.
***Put prevention at the heart of public services by investing in initiatives that promote better and more equal life chances, such as quality universal child care from an early age. This will save money in the long run.
***Promote co-production in the design and delivery of public services, as a way of preventing needs arising and increasing well-being, as well as making better use of human assets to meet needs.
***Make public spending decisions on the basis of triple bottom line outcomes including environmental, social and economic criteria, and consider these outcomes over appropriate timescales. 

Some of these measures will take time to get going, but others can be started right away. We can all do things in our own lives now. We can encourage others to do the same and lobby government to change the ‘rules of the game’ to drive real and lasting change. We should not be put off by the scale of the challenge, but rather take inspiration from what can be achieved if we work together collectively to build a better future. We need to get started. It is time to start walking as well as talking.
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