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Chapter 1: Overview


Economics is not just about money, and yet so much of what we hear about economics focuses on money and complex inter-relationships involving things closely related to money, such as interest and exchange rates.


Whether we are trying to make career or consumption choices for ourselves, or govern a country, this focus on money can get confusing.


Money changes its value over time and between currencies, and the money price of products (i.e. goods and services) often does not reflect very well the resources that went into them.


Arguments from money alone can be unreliable, even deceptive. Predictions from money models can be unsafe because of the many causal effects, including loops and subtle effects whose parameters are hard to estimate accurately. Large, unexpected price changes on financial markets can be triggered by the rules of financial instruments or badly designed trading techniques, sometimes obeyed automatically and at frightening speed by computers.


These problems with money-focused thinking are important because our economic decisions, whether as central bankers or ordinary workers and consumers, are important for our personal wellbeing and for our economic system as a whole.


In this book I discuss economics from a different perspective by considering real resources first, such as labour, land, energy, water, minerals, and other living things. From this I deduce strategies for individuals, governments, and other organizations.


No doubt I am just scratching the surface of the insights that can be generated by considering real resources first but this book seems like a worthwhile start.


None of this is against use of money in society, which is far more convenient than alternatives, or its use in regulated, competitive markets. Such markets work much better than planned economies. Money is extremely useful.


However, there are situations where thinking only in money terms gets confusing and uncertain, and refocusing on real resources brings clarity. There are also well-known problems with prices (e.g. externalities) whose solutions require a focus on real resources.


In this book I will try to keep to definitions, facts, and deductions that are self-evident and uncontroversial. However, I will occasionally introduce less settled hypotheses that I believe are true.


Thinking about real resources is not new but the insights in this book are important and sometimes surprising. They should interest anyone who wants a better life for themselves and their family, or wants humanity to live sustainably. The book is not just for central bankers and politicians (though I hope they read it too).


I strongly recommend that you pace yourself. You may need to slow down at times while reading to give yourself a chance to assimilate unfamiliar arguments and conclusions, especially where they conflict with the ideas we usually get from news coverage and mainstream technical publications on economics. You may need to pause to think about the implications of what you have just read, especially as many points are applicable to our everyday lives. I suggest you read a bit each day and stick at it.


To help you I have taken care to write clearly and the headings are largely self-explanatory so that you can learn a lot from just the contents list. There are many examples to link abstract principles to practical knowledge but these are formatted so that you can skip them or read them first if you prefer. Occasionally I warn when the content conflicts with a popular misconception and so may need extra thought. There are no mathematical formulae and, although I cite sources, there is no need to read them to understand this book and no need for a background in economics. Most non-specialists can read and understand this book if they just keep at it.


Chapter 2: Real economics in a nutshell


In summary, the problems we face are that, despite amazing progress and technological improvements, we still do not live sustainably and will have to do more work to improve than we think. Happily, there are ways we can overcome these problems.


The main real economic strategies for having a better economy and better lives for people in a society are to:



  	increase the sustainable supply of basic real resources by developing people, sharing work more, and capturing more natural resources


  	convert basic real resources into products more efficiently (with less waste and no environmental damage)


  	convert products more efficiently and cleanly into pleasant, long, secure lives by improving lifestyles.





These strategies should be easier to execute if more people understand how the strategies will work and make supportive decisions.


The less familiar ideas here are (1) to improve lifestyle efficiency (rather than just put up with worse lifestyles or leave it all to industry) and (2) to educate citizens in how the economy is intended to work well and their role in it (rather than just leave it to politicians and their economic advisors).


Here are some simple illustrations to clarify these basic ideas. First, consider two people surviving alone on desert islands.


E.g. Two people, Adam and Zach, are washed up on the same day on identical desert islands, with only some clothes and a small survival kit each. They know they will be rescued in one year – if they can survive that long.


Adam has been on survival training courses. He understands that everything he does now contributes to his chances of survival. He knows his priorities and how to use the items in his survival kit. He focuses immediately on clean, fresh water and finds it first by boiling water from a stream and then overnight using a condenser made from the plastic sheet in the survival kit. He does nothing he does not need to do and focuses on survival. He works and rests at the best times of the day and night. After a few days he moves to a better location. He gets a lot of food from the sea using the nylon fishing line in the kit. He carefully studies the food sources of the island, looking for fruits that are safe to eat. Every day he makes improvements. This gets easier as he gradually needs less time for just getting food and water. After several weeks he has built an extensive shelter and has time to enjoy himself. He starts learning to juggle.


Zach, in contrast, has no survival skills and does not understand what he should focus on. He is easily distracted by the strange novelties on the island and exhausts himself on the first day exploring instead of finding safe water. When he does get water, it is from a mountain stream but he fails to clean it and, unknown to him, picks up his first parasite. Lacking focus, he wastes time and materials. He uses the nylon fishing line to try to make a guitar and damages one of the two knives trying to carve decoration on a stone. His physical condition declines and he eventually dies at night from disease, malnutrition, and exposure.


Survival here depends on knowledge, exploration, innovation, cutting waste, and avoiding toxins. Gradually a better life emerges if these things are understood and done.


The situation is more complex when a group of people is involved, but the basic issues are the same.


E.g. Imagine that two groups of 10 people are stranded for a year on identical desert islands. Both groups have the same survival kits and two members with survival skills.


One group understands the need for everyone to contribute and that each person’s waste is a problem for everyone. They stay focused on what matters, learning quickly from their survival-trained members. Although they are not all equally capable, everyone does what they can and avoids wasting water, energy, food, tools, or other resources. The group gradually establishes a sustainable lifestyle on the island, with minimal waste, and each person playing a valuable role. They soon have time for fun too.


Most members of the other group do not understand their situation or how important every contribution is. They struggle to stay focused on survival because some ignore the survival-trained members. Some members will not do their fair share of the work and keep sneaking off to laze about. One member even insists on feeding wild animals with the group’s precious food. Other members, despite a good attitude, simply are not as fit, skilled, or intelligent and do not contribute as much to the group’s survival.


In response to these differences in contribution, the more capable and successful members of the second group begin to pull away and start hoarding food and other resources. The group fragments. The more successful survivors become so comfortable that they can afford some waste; some even gain weight while throwing away surplus food. The others become increasingly resentful and desperate as their physical condition declines and death looms.


Survival for these groups depends on the same things as for the individual survivors in the previous example, plus sharing. The contributions of every person matter. If one person wastes resources, fails to learn, or fails to do their fair share of the labour then this affects others.


The situation is more complicated still when the group is larger, there are multiple groups that can interact, or people can move from one group to another. Now there are more opportunities for knowledge transfer and specialization of roles. Groups can exchange products and owe debts to others.


However, the basic issues of getting resources and converting them efficiently into long, comfortable, secure lives remain. The value of improving by innovation remains key. Waste by some remains an issue for all. People understanding how to behave remains vital.


Now the scene has been set, the following sections go through fundamental issues and ideas for real economics.


Chapter 3: Definitions


This chapter explains the main real economic ideas and terms used in this book. There are also some observations that provide context.


Mastering terminology is often one of the quickest and easiest ways to get started in a new area of learning.


Real resources


Real resources can be divided into raw resources and products. Raw resources include human labour, land and other space (e.g. within a warehouse), energy, water, minerals, food crops, and animals but not money and not products. Products include goods, services, and components. Products are made using real resources (i.e. raw resources and/or other products). Money is not a real resource.


Real resources often impose limits that are not visible when an economic analysis is done using only money.


E.g. Extrapolating monthly sales figures for a business might suggest that sales growth will continue to a level that is physically impossible given its storage and transport capacity. Purely monetary analysis would not reveal the need for more capacity.


Work, play, and rest


In this publication, work means all that must be done by people to support our lifestyles (defined later). This includes providing shelter, food, water, clothing, warmth, opportunities for social contact, healthcare, entertainment, and learning. (Note: This excludes work done by machines.)


Some of this work is done by people working in organizations and being paid money to do it but a lot of work is unpaid. For example, you probably brush your own teeth and nobody pays you to do that even though it is rather boring work. If you were severely disabled then someone else would have to do that work for you.


This use of the word ‘work’ is different to the typical usage in news reporting and economic statistics, which counts only paid work. This undervalues the vital work people do for themselves and each other without pay, such as caring for their children.


The absurdity of giving priority to paid work is illustrated by a simple thought experiment:


E.g. Imagine two young mothers each look after their own children. However, aiming to improve economic statistics they agree to look after each other's children each day and pay each other for doing so. The number of employed people rises by two, average household income rises, the women have jobs and are working and paying taxes. However, now the children are not being looked after by their own mothers for much of each day.


Play refers to things we enjoy doing. Occasionally work is also play. Some work can also be play for some people but not for others.


E.g. Getting enough physical activity to stay healthy is an important part of the work every person should do. Some people find half an hour on a treadmill in a gym enjoyable but many of us do not.


Rest is doing nothing much so that we can recuperate. Rest might be intense, as with lying down to do a relaxation exercise, or might be just lounging on the sofa. Usually, if we do not rest enough then our performance (in both work and play) falls over time and we may become unwell.


Provided our incomes were not reduced, most of us would prefer to do less work and have more play and rest. In general, our society having to do more work overall is bad, other things being equal.


Something that ‘creates jobs’ is not necessarily good. Organizing people to do useful work efficiently is good. Creating a problem that will require work to solve is bad.


E.g. Committing crime for money is not a job to celebrate and criminals do not perform a service to society by ‘creating jobs’ in police forces. Ideally, those criminals would do something more useful and less harmful instead, and policing would not be necessary.


Conventional, money-focused economics simply measures work by the amount paid for it, making no distinction between good work that could be expanded and bad work that, ideally, should not be done at all. Only illegal work is excluded.


Individual net contribution


Each person's individual net contribution is the combination of their positive contributions through the work they do and their negative contributions through their personal consumption and, often, because of behaviour that generates unnecessary work for others (e.g. littering, vandalism, drunkenness).


Our net contributions change over our lifetimes. As infants we depend on others, our parents usually, to look after us. Gradually we learn to do more for ourselves, and then learn to do things for others as well. For some decades in our middle years most of us can do enough to look after ourselves and help others, perhaps our own children and our elderly parents, and also the people we count as customers and colleagues. In the final decades of life we become more dependent on others again.


Reciprocity


There is a social expectation of reciprocity, even when money is not involved. If someone does something for you that you asked for or wanted then it is expected that you will do something for them in return, at some point, and with roughly the same value in some sense.


Money makes this reciprocity much more precise and makes it possible to have reciprocity with people you do not know.


These are some common types of deal involving money:



  	Payment: where one party gives real resources to the other in return for money immediately.


  	Credit: where one party gives real resources to the other in return for money later.


  	Loan: where one party lends money to another, who pays it back later, plus some extra money as interest.


  	Transfer: where one party gives money to another in return for nothing at all. Transfers include paying taxes, compensation for harm, theft, and gifts.





One way to live is to provide real resources (e.g. our labour) to others in exchange for money and then spend that money later to buy real resources from them or others. In this pattern, we provide and then later receive.


Loans make it possible to reverse this sequence. Having received the loan we can spend the money to get real resources, then provide real resources to others in return for money that can then be used to pay off the interest and loan.


When we take out a loan and spend it we are committed to doing work or handing over other real resources to get money to repay the loan and interest. Lenders take the risk that we will fail to do this despite the negative consequences.


Making amends


It is a guideline of British fairness that if you harm someone deliberately, through negligence, or even just by accident, and they did not deserve it, then you should do something to fix the problem or compensate them in some way. This is making amends.


E.g. Imagine that overnight a fox grabs a plastic bag of refuse from outside your kitchen door and empties the contents over your neighbour's garden. As soon as you realize what has happened, you knock on your neighbour's door and ask permission to come over and clear up. Your neighbour politely protests that you are being too kind but you insist and afterwards think about how to protect your refuse from foxes in future. Meanwhile, your neighbour secretly thinks that clearing up was the least you could do.


We are angered by selfish people who fail to make amends.


E.g. After shopping, you return to your parked car to find that someone has scraped it with their car and failed to leave contact details. They should have, at least, left details so that you could claim the cost of the repairs and they could decide whether to claim on their insurance.


Making amends is an important part of British law as well as a principle of being fair. It creates a useful incentive to take care and provides us with a social buffer against harm.


At present it is not obvious to everyone that creating pollution, destroying habitats, and over-exploiting natural resources (e.g. fish stocks) are harms where making amends is to be expected. Phrases like ‘pricing carbon’, ‘fuel duty’, and ‘sin taxes’ fail to convey the simple, moral principle that should be applied and understood.


Producers and consumers


Real resources are used to support our wellbeing in two stages: (1) producers create products and (2) consumers use those products as part of their lifestyles.


Producers include businesses, charities, and government bodies at different levels. Consumers are individuals and households who consume for their own benefit.


It is rare in the UK for individuals or households to create products from raw resources so this grey area is not a great problem. In this book activities like growing food at home for our own consumption are counted as part of the consumer's lifestyle.


Efficiency metrics


Efficiency metrics of interest in real economics express how much of one thing (e.g. products, good lives) we get at the cost of a unit of something else (e.g. labour, energy, pollution). Some more sophisticated metrics take into consideration more than one output and more than one cost at the same time.


In this book, references to efficiency will include both not wasting real resources and not producing pollution.


One particularly important breakdown of efficiency metrics is as follows:



  	the efficiency with which producers create products


  	the efficiency with which consumers use those products to have long, good lives


  	the end-to-end efficiency of producing long, good lives from raw resources.





Producer technology and producer efficiency


Producer technology is the technology producers use to create products. It strongly drives producer efficiency, which is the efficiency with which producers create products.


E.g. We would like homes that can be built efficiently (and cheaply) yet are long lasting, easy to maintain, and easy to keep at a comfortable temperature with good ventilation.


It is not controversial to say that, over the last few centuries, it was mainly technological improvement that caused the massive improvements in lifespan and quality of life, and the lower annual working hours enjoyed by many around the world today. It was not an increase in the amount of money in circulation that did it.


Our ability and willingness to continue innovating remains crucial to our future because so many problems are still unsolved.


Producer technology has been improving for centuries and astonishing progress on energy and materials efficiency has been made even in recent decades. Almost everything in utilities, industry, farming, and transport is more efficient today than it was 10 years ago. For example:



  	The cost per watt of solar panels has plummeted over the years (Our World In Data).


  	The energy efficiency of comparable new car designs has improved too but, because people have bought more SUVs, the average energy efficiency of cars sold in the EU has not improved in recent years (Odyssee-Mure, 2024).


  	During my lifetime I have seen a transition in lighting from incandescent bulbs to compact fluorescents and on to LEDs, with dramatic improvements in efficiency.


  	Digital gadgets have become slimmer yet far more capable.


  	The proportion of UK energy coming from renewables has increased dramatically since about 2008, mainly due to more wind turbines and biofuels (Department for Business, Energy, and Industrial Strategy, 2021).


  	In the last 20 years the UK’s energy consumption per person has reduced significantly (leaving aside the reductions due to COVID-19), according to the Office for National Statistics (ONS, 2022d).


  	Considerable progress has been made on insulating British homes, though there is still a lot to do just to implement the currently known technologies (Department for Business, Energy, and Industrial Strategy, 2022).





The book, Factor four: doubling wealth – halving resource use: the new report to the Club of Rome, by Weizsacker, Lovins, and Lovins (1998) detailed many technologies that exist and dramatically improve resource efficiency. Quantification was a particularly strong feature of the book and, overall, the authors estimated that resource efficiency could be improved by a factor of four using that technology.


Lifestyles and consumer efficiency


Our lifestyles are the way we live and include our routines (e.g. the recipes we like to cook, how we get to work, what the children do after school) and major assets (e.g. homes, cars, gardens). Consumer efficiency is the efficiency with which our lifestyles convert products into good, long lives.


Our lifestyles drive the amount of work and other real resource consumption needed by us as individuals and our society. Some lifestyles are more efficient than others. Some lifestyles rely on products that require less real resource consumption than others. These effects can be understood from simple, everyday examples.


E.g. A person who eats too much food, much of it unhealthy, will have low wellbeing and contentment compared to what they would have from eating less of the least healthy foods. Simply consuming less would give them a better life with lower consumption. It would be a more efficient lifestyle.


A further gain in lifestyle efficiency could be achieved by preferring plant-based proteins to animal meat, especially meat from ruminants such as cattle and sheep. Energy from the sun is more efficiently captured into edible proteins by plants than if the stage of feeding plants to animals is added. The meat from ruminants is especially polluting because of the methane released by their digestion process. Methane is a far more potent greenhouse gas than carbon dioxide.


Consumer efficiency is not about leading a less pleasant life to save resources or expenditure. It is simply about how much pollution and consumption are needed for a given quality of life.


The idea that consumers can and should refine the way they live is contrary to much mainstream economic thinking. The more mainstream view assumes that consumer preferences (i.e. what products we want) are what they are and cannot be improved, even when irrational.


The real economic ideas offered in this book see our preferences, embodied by our lifestyles, as capable of much refinement and many reasons for making changes are given.


Theories about why people consume so much and so inefficiently typically focus on satisfaction of basic needs and consumption that serves a social purpose (either to show belonging to a group or to show superiority).


I think there is another reason why many people consume so much, which is that they do not understand the full consequences of their choices.


We make many small lifestyle decisions whose consequences for us and our societies are not obvious to us and often not weighed in our minds. We might think that, because the burden does not fall directly on us, there is no impact for us or for our society more generally. The following example illustrates the consequences of a seemingly insignificant choice.


E.g. If you have an empty shelf in your home and put two framed pictures and a china ornament on it then you have just increased the work needed to dust the shelf. If you have to do the dusting yourself then, obviously, your workload has been increased. However, if you pay someone else to do the dusting then they still do the extra dusting and you might have to do a bit more of some third person’s work to pay your cleaner. Whether you do the dusting or someone else does it for you, there is still just a bit more dusting work to be done.


In addition, if you bought those items to put on the shelf then you did the work of shopping and someone else did the work of making those items and transporting them to a retailer. Eventually, you will have the chore of disposing of the items, perhaps with the help of people whose job is waste disposal through recycling or landfill.


The impact of your shopping for those items on the way the economy of the world operates is indirect, diffuse, and not immediate. It would be hard to confirm the impact by empirical research even though we know it must exist.


In the short term the items were already in stock so nobody did extra work to supply those items.


However, your purchase is a signal that (added to many others) encourages productive capacity to shift slightly towards more picture frames and ornaments. The retailer will be just a bit more willing to order more from the manufacturers. The manufacturers will be willing to invest just a bit more in picture frames and ornaments.


Over an even longer period those investments affect the career plans people make – the qualifications they seek, the jobs they apply for, and the pay they will accept. Keep up that demand for picture frames and china ornaments and you encourage, just a little, more people to dedicate their working lives to producing those instead of doing something else.


Going back to the more immediate effects of your simple choice, putting those items on that shelf has used space in your home that you might have used for something else. The cumulative impact of all your shelf filling choices might be the decision that you must live somewhere bigger.


Moving house is a major life event and lots of work. Building larger houses increases the work done by people who build homes and others who supply the materials to build those homes. Larger homes need more heating and cleaning.


Only a tiny slice of this work can be attributed to your decision to put two framed pictures and a china ornament on that empty shelf, but these tiny decisions have a cumulative impact.


Clearly, the work our choices create is not the only consideration. Our choices also have consequences for other resources and our quality of life.


E.g. That china ornament perhaps helps us feel good or create the right impression for visitors, and those benefits are set against the work and other resource consumption involved.


Beware of assuming that, because you chose to do something, it really was worth the work created (even ignoring the impact on others). Maybe you have been misjudging for years.


E.g. Imagine a couple plans to try a new fusion recipe for their evening meal. Late that afternoon they realize the recipe calls for a particular type of organic coconut paste that they do not have at home. Easy ways to deal with this would be to make something else or modify the recipe, replacing the paste with something similar. The stressful, tiring approach that makes more work for a tiny gain would be to leap in the car and go to the shops (in the busy evening traffic) in the hope of buying the special paste before the shops close and in time for dinner. The stress would intensify if the item was out of stock.


Choices about where to live, work, study, and go for holidays affect (1) the amount of travelling work we do and (2) the work done by people who provide the products that support our travelling, such as car makers, road repair crews, and train ticket inspectors.


E.g. Imagine parents who decide their local secondary school, while good, is not the best for their daughter and so she should go to an expensive independent school 20 miles away. This begins 7 years of commuting daily for 2 hours and accumulated school fees and travel costs that require years of work by the parents to pay for.


For a fraction of the money they could have bought their daughter hours of one-to-one tutoring each week and still left her extra time to enjoy her life with local friends. One-to-one tutoring is usually much more effective than classes, even at the most expensive schools, so this is a better option educationally as well as easier.


In overall work terms the gain for society is much less than the time saved by the daughter. This is because of the tutoring work, which is one-to-one, that replaces the effort by public transport companies, which is more labour efficient. However, the daughter learns more with tutoring, so this labour produces valuable results.


A typical mistake is to focus on the benefits of having something and forget everything else. In particular, the focus is often on the acquisition and initial use of assets, ignoring their maintenance and eventual disposal. In this sense people are often short-sighted. 


E.g. Imagine a family whose young son wants a kitten. He pesters and the parents give in and buy one. Not surprisingly, the cat lasts much longer than the boy’s interest. The cat needs care from the parents for a decade, costing many thousands in food costs, vet bills, and cattery fees, and causing the parents endless inconvenience.


E.g. Imagine a family is excited by the idea of a hot tub in their garden. They search the internet and get a great deal on one that is big enough for them. Mum and dad love the idea of relaxing in their hot tub with a glass of something alcoholic, perhaps with friends, just like in the advertisements. The children are excited too.


The hot tub arrives and is installed and filled by an expert. Before he leaves, he hands over a booklet about maintenance and gives advice on chemicals to use. The family knew maintenance was needed but had not paid close attention. As mum and dad read the booklet, they realize it is more complex than they thought. They must check the pH level, choose between chlorine and bromine, and do various things at different times of the year.


The first few weeks are exciting and they use their hot tub several times. Refilling the hot tub takes longer than they imagined because of the huge quantity of water. They wish they had not had a smart water meter fitted.


After that, their enthusiasm tails off and bad weather discourages further use. After a year the hot tub is just a waste of space in the garden, ugly, and a constant reminder of the maintenance tasks they failed to do. Now, using the hot tub would involve a lot of cleaning and other work.


Nobody wants to talk about it so it just sits there, getting older and harder to sell on. Disposing of it will take a special effort because it is too big to go in the back of the car. Fortunately, they are too excited about getting a motorhome to worry about disposing of the hot tub now.


Further evidence of short-sighted thinking comes from the design of our homes.


E.g. In the region where I live there are many large Victorian homes with complex shapes, ornate brickwork, and decorative painted woodwork, especially at roof level. Repainting is needed, ideally every 10 years or so, and requires expensive scaffolding to reach otherwise inaccessible areas.


E.g. It is typical practice to install ‘fitted’ kitchens with appliances like a dishwasher, fridge, and washing machine hidden behind cupboard doors in tightly fitting spaces. This usually makes it impossible to check quickly for leaks or other problems. Moving an appliance is hard work due to the lack of wiggle room and finger holds.


E.g. Floor coverings are another area where maintenance workload is often ignored. Rugs over bare floorboards make it easy to lift boards to work on plumbing, electrics, and insulation. In contrast, the more popular laminate or wooden flooring is often made with interlocked boards, glued together. Inspecting or repairing plumbing, electrics, or insulation may involve breaking up the entire floor covering (not just in the directly affected area) and laying a new covering afterwards.


The cumulative impact of many choices affects you directly. If you feel you do not have enough time to rest or play then perhaps that is partly because of choices you made whose combined implications you did not see at the time.


The cumulative impact also affects society as a whole. Perhaps our struggles to deal with a host of large, collective problems are a symptom of being overloaded with work that, in part, was created by choices we made without realizing what they would lead to.


End-to-end efficiency


End-to-end efficiency is the efficiency with which raw resources are converted into good, long lives. This is not just the combination of producer efficiency and consumer efficiency. It is also important that producers and consumers align. Producers should devise ways to efficiently produce what consumers most want to use, while consumers should adapt their lifestyles to favour the products that can most efficiently be produced.


Operation and change


It helps to distinguish between (1) operation of existing abilities and (2) change to those abilities (e.g. improving real resource supply, producer technology, or consumer lifestyles). This applies to work, play, and rest.


E.g. For a family household, operation activities might include having dinner, sleeping, and going on holiday. Change activities might include rearranging the furniture in the living room to make better use of its space, fitting a heat pump for economical heating and cooling, and a family member learning to socialize without alcohol.


E.g. For a manufacturing company, operation activities might include making electronic components and packing them for transportation to customers. Change activities might include upgrading the software of a robot to handle a new type of electronic component, fitting heat pumps across the factory to heat and cool it economically, and sending managers on a course to encourage them to adopt a particular management style.


Resources available for change


At any particular time, people, groups, and whole societies divide their resources (especially their time) between operation and change. The resources available for making changes are crucial to the rate at which change can occur. At worst, a person can be too busy with operation to adapt or improve. At best, a person can systematically focus on changes that release more resources for further changes, creating a positive cycle.


This effect applies to groups of people and whole societies collectively just as much as to individuals. However, it may be less obvious that resources are limited elsewhere, out of our sight.


Decision-makers and stakeholders


We are all decision-makers in our economies, though our decisions typically have their greatest impact on the economy as it affects us personally. Collectively, the wisdom of our individual decisions greatly affects the functioning of our economies. Even powerful politicians and central bankers who imagine themselves to be steering national economies must still rely on millions of ordinary economic citizens to recognize incentives and respond rationally and skilfully.


The stakeholders in a decision by a decision-maker are the people whose interests the decision-maker should consider when making the decision. Often we are decision-makers for ourselves alone. On other occasions our stakeholders might be our immediate family, team members at work, all our employees, all citizens in an area, and so on.


We want others to (1) face situations that encourage good decisions and (2) decide wisely in those situations.


E.g. Economies work better if citizens shop around rather than thoughtlessly buying the most obvious brand regardless of price and performance.


The higher the proportion of economic citizens who are making wise decisions, the better for them and everyone else. This proportion can be improved by education, among other things, but typical economic thinking largely ignores the economic understanding and economic skills of citizens.


Idea stocks


A decision-maker's idea stock at any moment is the set of ideas for beneficial change, with rationales, that they know. The ideas with rationales in that stock may range from those that are fully formed, with quantities and other details, to those that are just abstract design ideas.


Although rarely considered, this stock of ideas is crucial:



  	If the set of ideas is poor or non-existent then the decision-maker is unlikely to make changes. Conversely, a good stock of excellent ideas, fully detailed and justified, is likely to lead to changes being implemented, provided they do not conflict and are implemented sequentially.


  	The value of changes implemented is typically limited to the value of the best ideas the decision-maker has in stock initially or arrives at during implementation.





A person's stock of ideas for changes will often reflect their typical way of tackling problems in their lives. For example, a bully will tend to think that intimidating other people is the way to solve problems. Others may tend to solve problems by shopping, by appealing to friends for help, or by devising complex technical solutions.


Incentives and disincentives


Incentives and disincentives are reasons for doing something or not doing it, respectively. They may be called advantages and disadvantages, pros and cons, or benefits and costs. In conventional economic thinking, incentives are just about the only influences on human decisions (though in the last few decades it has become typical to look for biases in human thinking).


However, incentives and disincentives are only effective if decision-makers perceive them and know how to respond. This requires more than just being free of biases. Ideally, economic citizens should be aware of incentives and disincentives, and consider the consequences of their choices in the short, medium, and long term. They should know a good stock of great ideas for economic improvements. They should understand how to control their resources available for change and how to increase those resources over time and achieve huge improvements.


 


With the basic terminology and ideas of real economics in place it is time to start looking at real economic problems and their solutions. First, the problems.


Chapter 4: Real economic problems


This chapter explores the main real economic problems developed countries like the UK now face. The general flow of the chapter is (1) the main reasons why we cannot continue as we are now, (2) some reasons why some people are less productive than others, and (3) the mental reasons why we are doing less well than we could be.


If this chapter seems bleak then please remember that it is not covering good things about our real economy and that the rest of this book explains solutions to the problems discussed below. In particular, if it seems the future will be tiring and no fun then be assured that the solutions in later chapters offer a better approach to the apparent work challenges.


Environmental impacts


One major reason why we cannot continue to live as we do is that we are causing unsustainable environmental impacts. These include pollution, over-exploitation of natural resources (e.g. over-fishing), and destruction of habitats that leads to reduced populations of other species, extinction of species (also called loss of biodiversity), and loss of environmental services (e.g. that soak up carbon dioxide from the atmosphere).

 
While the UK no longer suffers from the poisonous smog that led to the Clean Air Act of 1956, thousands of us still die each year from small particulates in the air (mainly from road traffic). And, while the CFCs found to be damaging the earth's protective ozone layer are now controlled internationally, the problem of acid rain has not been fully solved and raising cattle and other ruminants is releasing methane, a powerful greenhouse gas.


Water is polluted by small pieces of plastic, fertilizers, pesticides, herbicides, and countless other poisons washed from our roads by rain. There are ‘forever chemicals’, mainly used for non-stick coatings, that are dangerous and long-lasting.


But the sustainability issue getting most attention at present is our realization that relying on fossil fuels is not sustainable. They will not last forever and they seem to be affecting the world’s climate and sea levels in a worrying way. A lot of work is needed to change the way we live and the systems we rely on.


The problem of getting work done is one we have sought to solve using machines that we supply with energy, usually from fossil fuels. (Note: Strictly speaking, we supply energy in one form and, in its conversion to another form, we extract some useful work. As a result, overall entropy increases and overall energy stays the same.)


The amount of energy we consume in this way can be compared to the amount of energy we eat and use for work to get a sense of how important these machines are.


In 2021 the UK used 134,099 ktoe of energy (Department for Energy Security and Net Zero, 2022), of which 55% was used for work instead of heating, and had a population of 67 mn people (ONS, 2024a). That is just over 30,000 kcals per person per day. We should eat about 2,250 kcals per day and a typical somewhat active person uses about 20% of this for work. So our machines consume about 67 times more energy than we eat for work. This gives a sense of just how much we rely on this approach to supplement human work.


We cannot just stop using machines; they do so much for us and use energy more efficiently than our bodies. Instead, our machines must be more efficient and use energy from clean sources.


Progress has been made already. In the UK since about 2000, energy use per person has reduced. We have also moved strongly towards electricity from renewables, mainly wind, biofuels, and solar.


For countries that are net importers of oil, gas, uranium, or other energy sources this is more pressing still because of the need for energy security. A country that relies on supplies of energy from another country is at risk of being cut off, if the stakes are high enough.


This risk is surely higher if the energy supplying countries operate as a cartel and have fundamental ideological or religious differences from their customers, regarding them as culturally and morally inferior.


Also, as we have seen with Russia in 2022, the risk is higher when the supplier considers itself an empire with its energy customers as rivals. (Russia is a leading supplier of natural gas and uranium.)


Capturing solar radiation as directly as possible into warmth, food, electricity, and fuels, is probably the long-term best option but it will be a while before we have all the required technology worked out and in place. Solar panels or wind turbines, however, are now economically attractive in most parts of the world. This is a great step forward and technologies are developing to store energy on a large scale to cover those windless, cloudy periods. Already, in developed European countries, wind plus battery storage is usually cheaper than gas and that advantage will only grow as storage continues to get cheaper.


In the meantime, continued climate change is to be expected along with increasingly extreme weather. For the UK this has meant more flooding, snow in winter, heatwaves in summer, and probably there is more of this to come.


Many of our homes are over 100 years old and many not built within the last 40 years are not suited to the future climate. They are poorly insulated, get damp inside, have weak foundations, and crack as the ground shifts. Most homeowners in the UK are only too aware of these issues.


According to the Department for Communities and Local Government (2015) there were 23.4 million homes in England alone. In roughly descending order of thermal efficiency the homes were as follows (with percentages of total housing):



  	purpose built flats, 16%


  	terraced houses, 29%


  	converted flats, 4%


  	detached and semi-detached houses, 42%


  	bungalows, 9%.





(Note: Larger buildings tend to be more thermally efficient due to their ratio of surface area to volume.)


The age of these buildings is important to their thermal performance. According to rough estimates by the IHBC (2020), about 13 million of those homes (mostly houses) were built before Building Standards were introduced and only about 5.5 million have been built since insulation in walls became a requirement. This means there are about 17.9 million homes needing extensive insulation of walls.


The ONS (2022a) found that almost all homes built since 2012 have good energy efficiency (in the top 3 grades) but homes built before that are much less likely to be efficient.


If roughly 18 million English homes had £20,000 of external wall insulation added then the total cost would be about £360 bn in money terms. A proportion of these homes would be better rebuilt completely and more of the replacements would be larger buildings with flats. This is just for England; similar problems face other nations in the UK.


The implications for human workload are enormous. While we may not want to increase our reliance on machines, a seemingly huge effort is needed urgently to upgrade our homes and many other aspects of our material world (including energy infrastructure) to make it sustainable and able to withstand what is to come.


And all this while looking after your children and elderly parents. The fact that some people are currently ‘unemployed’, and some of those are genuinely loafing, is not evidence against this theory. It just reflects the inefficient and incomplete sharing of work.


Population and aging


The changing mix of people of different ages in countries around the world is another reason why we must live in more efficient ways.


Throughout the 20th century and beyond, countries around the world have gone through a similar demographic pattern: economic development combined with aging (https://www.gapminder.org/). A period of rapid population growth caused by reduced infant mortality has usually been followed by slowing population growth as people begin to feel more secure and have fewer children. In some countries the average number of children per family is less than two, which means people are not even replacing themselves and populations are declining.


During the initial period of high population growth the ratio of people to working aged people is quite favourable. All the usual economic indicators look good.


However, as the population stabilizes and good healthcare leads to longer lives, the ratio of people to working aged people changes. The population of elderly people grows and must be supported by a dwindling number of workers. The needs of the very old are considerable; they cannot do so much for themselves and need more care as their health declines.


Remember I am using ‘work’ and ‘worker’ in a broad sense. This does not refer just to people in paid employment or the work they do while in that employment. By ‘support’ I mean looking after those people, doing work for them, not providing money.


In Europe at present this pattern is being disrupted by mass immigration from north Africa and other regions but this does not change the overall trend for European countries or the world. Eventually we will all face the situation Japan faces now.


In the UK, the Old Age Dependency Rate (the number of people at or above the State Pension Age per 1,000 people between 16 and the State Pension Age) has been static at around 300 for a few decades but is projected to rise to around 400 by 2067 (ONS, 2019).


The ONS also projects an increase in a  more sophisticated metric, the Active Dependency Ratio, that recognizes that as people have lived longer they have also remained active for longer, which has been reflected in a gradually rising State Pension Age. The rise is slowed a little by immigration.


This demographic trend means that human work (among other things) is becoming an increasingly scarce resource and one we must manage efficiently.


My hypothesis is that, overall, human work is one of the most important limited resources and likely to be the most important to manage efficiently. This is, in part, because all other actions to manage resources efficiently require at least some human work.


Consider this from your personal point of view. Do you feel you usually or always have more to do than you have time for? Are there things you planned to do and wanted to do but never had time for? When you stop to rest, do you sometimes feel a bit guilty? When an extra task is given to you, do you feel weighed down just a bit more?


As our diaries become more densely packed with appointments it gets harder and harder to squeeze in something more. Rearrangements are more hassle. Furthermore, with so much time and energy taken up by an efficient, high-pressure schedule, it is harder to make time for one-off tasks needed to make changes. In short, being too busy with regular stuff makes us too busy to change, and so unwilling to change.


Extended education


As the work needed to look after the elderly has increased, the work available from the young has been reduced by lengthening education. In the UK since the 1980s the time spent in education has been rising, reducing the available work from young people and their instructors. This has been visible at every stage from the old school-leaving age upwards:



  	16 – 17 year olds: Data presented by Robson et al (2024, figure 3.1), taken originally from the Department for Education, indicate that the percentage of 16 and 17 year olds in England in full time education rose from 40% in 1985 to 84% in 2022. The percentage in employment fell over that period from around 20% to less than 3%. (The handfull employed were in workplace training because, in 2015, the law was changed so that education of some kind had to continue until the age of 18.)


  	18+ in higher education: According to Robertson (2010, figure 1) the UK's Higher Education Initial Participation Rate since 1950 has risen during two periods. Between 1950 and 1970 it rose from about 3% to just under 15%. Then, between 1989 and 1995, it rose more rapidly to about 35%. Subsequently it has risen to just over 50% (Bolton, 2025).


  	Masters courses: The number of students taking an additional year to do a Masters course has increased. In 20214/15, 269,000 UK students started Masters courses but by 2024/25 it was 336,000 (HESA, 2026). One of the reasons for this rise is a change in results from undergraduate courses. The proportion of undergraduates awarded a first (the highest grade available) has increased over the years. In 2011 it was around 17% in the UK but by 2022 it was 30% (Statista, 2025). Masters courses may be a way for more able or wealthy students to differentiate themselves from others with a first.





In the early 2020s it became increasingly clear that investing in more higher education had not helped every student. Had it even been beneficial for the UK as a whole?


The idea was that a more educated workforce would be more productive. However, many courses seem to have little to do with work and even seemingly vocational courses can fail to create useful skills. For example, a person who takes a degree in hospitality might spend three years learning to write about the industry but still not know how to welcome a guest at a hotel, restaurant, or bar. Graduates still need extensive training to become accountants, auditors, town planners, speech therapists, and so on. This they receive after spending three years at university, often studying something completely unrelated to their new career.


It seems that people try to compete with each other for career opportunities by gaining qualifications even when the skills learned have little direct value.


The real economic costs of expanded higher education to be set against the possible gains from greater ability to work include:



  	work lost because people are still in education instead of doing work for others


  	work lost because people are employed to teach and administer universities instead of doing something else, perhaps more useful


  	land, buildings, and other real resources used to accommodate students and staff.





Some sense of these costs can be gained by considering the situation of a typical UK graduate, who spends 3 years (during which they could perhaps have earned over £60,000 in total) and pays over £27,000 in fees. With a few exceptions, such as doctors and architects, the graduate still does not have skills that make them ready to work productively.


Others making low or negative contributions


Large populations of elderly people and young people in education are not the only economic burdens from people whose net contribution is low or even negative. In some cases the burden is getting less overall but there are stubborn differences between geographic areas. Here are some of the main reasons why the net contribution of some people is low:


Long-term illness and disability: Modern medicine and care have meant that some people who might not have survived in past times now live long lives but need ongoing care. While we are happy at this achievement, it is sometimes an increased economic burden.


Also, over the past several years the number of people not working because of mental illnesses has increased rapidly. This is particularly common among younger people. The causes of this increase are not well understood.


Criminal and antisocial behaviour: Although most people behave well, criminal and antisocial behaviour remain a major burden on society through the direct damage done (e.g. vandalism), the resources needed to fight crime, and those needed to incarcerate serious criminals. Happily, the total level of crime has been falling in the UK since the 1990s and something similar has been happening in most developed countries. (This is despite recorded crime in some cases rising; the differences come from changes in propensity to report crimes to the police.) The total prison population has been roughly constant in the UK for many years.


Low ability: People with low cognitive ability or self control are usually less successful in education and less productive, less reliable workers. They more often struggle to find paid jobs. Many seemingly simple, low-paid jobs are now a little more complex than they were and the expectation of good behaviour is often higher. This has probably blocked more people with low ability from paid employment.


Many of the common reasons for low ability are now better understood but this has not always led to equal improvements in remedies. It is known that a person's ability can be affected by their genes (from their parents of course), parenting, teaching, culture, trauma (especially in childhood or if repeated), and psychoactive drugs (taken by the person or their mother while pregnant).


Sometimes low ability in one school subject can lead to major career restrictions. In particular, mathematics is crucial in the UK. Most children struggle with mathematics. That could be because of disability, a period of poor health, less than high intelligence, very poor teaching (which can be devastating for less able learners), and parents unable to help at home.


The result of getting less than a level 6 in mathematics at GCSE level (age 16) is that many important STEM (Science, Technology, Engineering, and Mathematics) subjects are no longer an option at A level, the next stage for more able students. These include mathematics itself, sciences, and economics. This also means that higher-value STEM subjects are not available to them at university.


Consequently, the implications of poor mathematical ability at age 16 are huge for lifetime contribution to society (and earnings) because learning maths makes a person more productive and failing removes some valuable educational options.


Sadly, some young people good enough at mathematics at school to take high-value educational courses instead choose something else (e.g. English literature, fine art, media studies).


Part of the problem is probably the failure of education to keep up with changing needs. In the UK there is major scope for spending less time on learning low-value knowledge and more time on useful knowledge. This could be done by changing what is offered at primary, secondary, and tertiary levels, and by changing the choices made by students.


For example, many of the specific mathematical techniques taught in schools and universities could be swapped for alternatives that are more useful in the real world of work. (See Leitch, 2017 and 2021, for detailed suggestions.)


 


The economic burden of low net contributors is not equally spread. Some regions and smaller areas are poorer than others and there is a simple reason for most of these differences that has nothing to do with unfairness: more productive people living in poor areas more often move elsewhere.


Lynn, Fuerst, and Kirkegaard (2018) reviewed research looking at IQ differences between regions of different countries. They identified 22 countries where regional differences in IQ had been found, including the UK. These ranged from overall north-south differences to differences between districts within cities.


Many possible causes are discussed in this paper but there is strong evidence that selective migration is a major driver. In short, smarter people more often relocate to more affluent areas in search of work and a better quality of life. Sometimes the relocation is just a short journey to a better neighbourhood. Sometimes it is migration to another part of a country or another country altogether.


When economic differences between locations seem hard to eliminate, it is probably in part because so many people move out of poor areas if they have the productive ability and resulting income to do so. Moving somewhere nicer is easier than staying where you are and trying to improve your location. Sadly, this leaves the poor location with fewer people able to improve it.


In many cases, a geographical advantage makes a location more prosperous. Perhaps it is a favourable climate, fertile land, a natural harbour or navigable river, or the rise of an industry. Selective migration then amplifies the initial advantage. After decades or even centuries of this process an economic difference is established that correlates with a difference in average productive ability.


The differences in IQ also correlate with other variables. Higher IQ areas tend to have higher average income, higher educational attainment, better health, higher socioeconomic status overall, less crime, and fewer babies.


These are just averages and correlations. Not everyone in areas with lower average IQ has a low IQ. Not everyone with lower IQ living in a poor neighbourhood is a criminal. There are plenty of poor but honest people living in poor neighbourhoods blighted by the criminal activities of a few people. (Criminal activities help keep accommodation cheaper in those places.)


Living beyond our means


The UK population has been insulated to some extent from its work challenges in three ways that cannot continue indefinitely. (Sadly, I could not find data quantifying them all.) They are as follows:


Selling non-renewable raw resources: The UK has sold non-renewable natural resources (North Sea oil and gas) and used some of the revenue to buy real resources from overseas. This has given us a slightly easier life for long enough to get used to it. Now that those revenues are reducing rapidly we must adjust.


Many other countries have done the same, with some having wealth mainly from their oil.


Negative balance of trade: The monetary value of UK exports is usually lower than the monetary value of UK imports. This can be interpreted as UK people having done less for foreigners than they have done for us. Between January 1998 and November 2025 the cumulative difference, based on inflation adjusted estimates by the ONS, was £622.5 bn (ONS, 2026). The difference in money has probably been made up by a mixture of loans from overseas and the sale of assets such as real estate and company shares to overseas buyers. This cannot go on forever.


Reliance on speculation in financial markets: The London financial markets have also insulated the UK from the work consequences of its consumption. By providing markets for people around the world to buy and sell securities, the UK gains revenues from fees and taxes. This money is used to buy useful goods and services from overseas. This is not in itself a bad thing and could go on forever.


However, some market activity is pure speculation and does nothing helpful for the economy. It is just an opportunity for some people to take money while doing nothing useful in return. The money gained by UK people from doing this and the fees and taxes taken on speculative trading by everyone are not sustainable because they add no value and could be ended by regulation at any time.


 


These layers of insulation have been in place for so long it is hard to remember what it was like before. Some of our wasteful patterns of behaviour have already become traditions.


Low awareness of real economic realities


Our real economic problems are partly driven by a lack of awareness among citizens.


Some people are less aware of real economic realities than others. This is probably related to age and occupation, among other things.


My late mother’s generation, in their late 80s at the time of writing, is the youngest surviving group in the UK to have experienced a period where real economic ideas were widely understood and practised.


During World War II and the continued period of rationing that followed, British people were highly aware that food and other resources were limited. Rationing ensured that nobody (legally) consumed more than they needed, helping to feed everyone adequately. Encouraged by the slogan ‘Dig for Victory’, people grew vegetables in their gardens. The moat of the Tower of London was converted into a vegetable plot.


Waste was deplored and public information campaigns helped drive home messages about not throwing things away that could be used in some way. Stately homes were put to good use as training centres, hospitals, schools, barracks, monitoring centres, and so on.


This was an extreme situation that few would voluntarily return to but the severe challenge of war helped concentrate minds on the reality of economics. While the initial goals were to minimize convoys and save materials for armaments, the habit of living efficiently continued for broader reasons long after war ended.


During the 1950s technological progress created rapidly improving lifestyles and by the 1980s it seemed that the value of real resources and their scarcity had faded into the background, eclipsed by money. Many wanted a big house, big cars, lavish holidays in exotic locations, more clothes, more jewellery – more everything.


We have changed from being a nation that took care of its economy by living efficiently to one that too often expects the economy to be managed by the Chancellor and the Bank of England.


In addition, children are often insulated from economic realities (of any kind) by their loving parents. Most parents want their children to be happy and some fear that their child’s happiness would be reduced if the parents revealed their efforts for their children.


Different occupations expose people to real economic issues to different degrees. At one extreme, farmers, care home workers, and heating engineers are confronted daily with real resources, helping others, and the challenge of doing useful work efficiently. Their pay can easily be related to the value of what they do. At the other extreme, television presenters, journalists, barristers, academic historians, and politicians produce words and their rewards are heavily influenced by their ability to talk employers into paying them more.


There are also people like high frequency currency traders and casino operators whose activities are disconnected from real economics; they just get money from what they do at the expense of others.


If your life is insulated from real economic realities then it is easy to think that there is no need to live in a real resource efficient way and that any need or want should be satisfied by society, if only the rich and government would spend the money. In reality, the limited real resources available mean that even an unlimited pot of cash would not solve our economic problems quickly. Spending it rapidly in the UK would simply push up the prices of products. Also, some poor people cannot be helped by money alone because their problems are more than financial.


Harmful economic misconceptions


In addition to low awareness of real economic realities, many people have learned widespread misconceptions about economics. Almost certainly you have read or heard things that align with these misconceptions and you may even have acted in ways that were influenced by them, probably without realizing. Please do not let that prevent you from reading this section thoughtfully. Give these issues serious thought and research further if necessary to decide what you now think is true. These misconceptions can be harmful, affecting the behaviour of governments and central banks in managing economies and also the behaviour of ordinary people when making personal economic decisions and voting.


This section explains some of the more important misconceptions common among politicians, journalists, ordinary people, and even some professional economists.


More work and consumption are always better


This misconception is seen in the assumption that more jobs, more consumption, and a higher Gross Domestic Product (GDP) are always good in an economy. This is regardless of what work is being done and what is being consumed.


This assumption is false for individuals and for whole societies. We want good lives without having to work hard for them. More work is bad in this sense. We arrive at a compromise between work time and the lifestyle it supports.


This compromise can be understood in more detail as follows. For most products we consume there is a diminishing marginal utility effect: the more of something we consume the less we enjoy or otherwise value each additional unit of it. In some cases, we even get negative utility from consuming too much of something (e.g. food). At the same time, for work there is a rising disutility effect: the more work we do each week, the more unpleasant each extra hour of work is. There is a point where the two marginal effects are in balance and working longer is not worth it.


The effect of increased productive efficiency, which we welcome, is to reduce the amount of work we must do for a given level of output. This might lead to an increase or decrease in our consumption. A decrease would occur if we felt we did not need so much consumption to compensate us for the strain of work.


Other work we, as a society, would like to reduce includes:



  	work that harms society (e.g. supplying addictive, harmful psychoactive substances)


  	work that is useless (e.g. writing useless academic papers about topics with no practical value)


  	work that is only necessary because of the careless or malicious actions of some people (e.g. picking up litter, providing security at airports).





Money makes real resources


This misconception is the tendency to assume that if you have cash then you can have real resources. It is as if the money creates real resources. This is not generally true.


E.g. Imagine 10 people stranded on a desert island, struggling to survive. One day they create some small wooden disks with carvings on them and declare these to be money. Each person gets 10 disks. This, however, does not give them more time and energy each day to do their work, or put extra food in the forest or the sea. It does not create a new source of clean, fresh water. They cannot eat the wooden disks.


In a more typical, developed economy, when someone spends money on real resources, that usually means someone else does not get those real resources. Money influences who gets the real resources and in what form, not how much real resource there is.


Furthermore, who does not get the real resources is not always obvious.


E.g. If a government takes money from some very wealthy people and gives it to some poor people then the practical impact is not what most people expect. The very wealthy people probably were not spending all their income but the poor people who now get the money will spend more of it. This means there will be more money chasing the available products and their prices will rise. Who will end up getting less products? It will not be those wealthy people because they still have enough money to buy whatever they want. It will be those poorer than the people who got the handout; those least able to compete financially for products.


Purchases should not be delayed


The misconception here is that purchases should not be delayed by falling prices, even if it makes economic sense to wait for more efficient production and lower prices. The fear is that such a delay would halt the rise in GDP, which would be bad.


In healthy, well-managed markets, prices should fall as productive efficiency rises and some of the benefit is passed on to customers as a result of competitive pressure. Since productive efficiency is generally rising across most products in the UK and other developed countries, we should expect most prices to fall over time. Exceptions to this might be scarce resources such as land space, human labour, and dwindling natural resources.


However, governments typically favour a small positive rate of inflation and act to keep average prices rising slowly, regardless of real resource consumption, competition, and productive efficiency. The UK government's policy for more than 20 years has been to keep inflation near to 2% a year.


The way governments create inflation is usually by having their central banks influence the amount of (electronic) money created by bank lending. If there is more money but the same level of transactions across an economy then the money simply spreads over those transactions and prices rise.


Governments can also have money created, in effect, in their bank accounts, allowing them to spend money without overtly taxing voters. (Arguably, the inflation this causes indirectly taxes people with savings in the form of money in savings accounts. Their money loses purchasing power and they pay more tax overtly on interest they receive.)


The effect of this manipulation is to hide the reality of improving productive efficiency in many sectors and make products that have not been improving efficiency (such as land and property) seem to rise rapidly in price compared to other products.


The justification given for pushing prices up is usually that falling prices might cause people to delay purchases and that would reduce the size of the economy, measured using GDP. Conversely, rising prices perhaps create a slight pressure to buy now. However, this would surely only be a short term effect and probably not important. If we need something then we need it. Borio et al (2015) reviewed historical evidence of a link between deflation and output growth across 38 countries and found that deflation is not usually the dangerous phenomenon most economists fear.


The distraction of monetary inequalities


The mistake here is to focus on inequalities measured with money and ignore the far more important inequalities of real resource consumption and utility. Relentless political rhetoric has identified being wealthy with having a lavish, wasteful lifestyle but these two do not necessarily go together and the distinction matters. The reality can be surprising. A person can be wealthy yet consume no more than average while another person with a lavish, wasteful lifestyle can be in debt.


There are several ways to measure economic inequality across a population. The monetary inequalities most often discussed (wealth and pay) show seemingly higher inequality but are less important than the real resource inequalities of real resource consumption and utility (explained below). This gives an exaggerated sense of inequality and an unnecessarily negative view of family inheritance. It also creates misdirected outrage, leading people to:



  	resent people with wealth measured in monetary terms instead of people who waste real resources


  	try to spread money more evenly instead of spreading real resources more evenly by cutting excessive, wasteful consumption.





Here are descriptions of each type of economic inequality with information about size and significance:


Wealth in money terms: Wealth inequalities are the largest but not the most important. Wealth is the net value of money and other assets less liabilities and can vary between a huge net debt and even greater net wealth built up over generations. Very little wealth is held as money although wealth is measured in money, causing some people to mistakenly visualize wealth as a pile of cash.


One important effect of wealth inequality is that it gives rich people power that others do not have. Some use it well but some use it badly.


Wealth inequalities are the largest because they are produced by accumulated savings and appreciation of assets (e.g. shares in a company, real estate).


E.g. To illustrate the effect of savings, imagine that a person has no savings at the start of a year and then earns £1,000 a week (after tax) and has expenses of exactly £1,000 a week for a year. At the end of that year they have no savings and during the year their average wealth was £500. Now imagine another person whose finances are identical except that they earn just 10% more i.e. £1,100 a week. At the end of the year they have savings of £5,200, which is 10.4 times as much as the average wealth of the person with no savings. If this was kept up for 10 years the saver would be more than 100 times as wealthy. Over a 40 year career the multiple would be more than 400.


In real cases the person earning more probably spends a bit more too, and probably pays a higher rate of tax, but still is likely to save more. Eventually, wealth differences will emerge that dwarf income differences.


A factor that drives wealth inequality but is often overlooked is that our wealth usually grows and then falls as we age. We tend to start poor, build up wealth until retirement, then use that wealth as we age until death. Even if everyone consumed at the same constant rate at all times, wealth inequality would be surprisingly high, though far short of the actual inequality in most developed countries.


Increasing the market value of assets is another way people can get wealthy and typical of the ultra-rich. In theory a person can be extremely rich (‘on paper’) yet still only have enough income to live modestly and no more money than is average.


E.g. Imagine a young woman builds up modest wealth through productive work and saving. She then puts most of her savings into founding a company. For several years she works hard expanding the company and eventually floats its shares on a stock exchange. This brings the company extra money to expand but also puts a market price on her shares. The value of her assets now makes her extremely wealthy on paper but she has not sold her shares and pays herself only a modest salary. Her lifestyle is the same as any sensible person with a typical middle-class income and she still spends less than she earns. Being hundreds of times wealthier than the average person does not make her a drain on society – quite the contrary because of her contributions.


She could become a drain on society if she sold some shares and used the money to buy several luxury homes with stables exclusively for her own use, had unseasonal food flown in by private jet, drove a Rolls Royce at 14 miles per gallon, and took up power boating as a hobby.


Pay: What individuals are paid (or the total pay of individuals in a household) varies greatly, though nothing like the variations of wealth. Income does not accumulate though increasing skills lead to increasing income over working lives, creating some inequality if experienced workers are compared with beginners. We should expect pay inequality to be high but not as high as wealth inequality.


Income: This includes pay and other income less tax, plus benefits from the government, so tends to be less varied than pay. Almost every adult gets at least some income.


Consumption expenditure: As noted earlier, people with higher incomes tend to save more. Many leave quite a lot of wealth to their families, so this gap between income and expenditure is not just saving for retirement. We should expect this money measure of inequality to show less inequality than income.


Consumption of real resources: The money we spend does not directly translate into consumption of real resources. Typically, spending twice as much money leads to less than twice the consumption of real resources. We buy quality rather than quantity. For example, we might buy a house that is average size but in a more attractive location, get a haircut by a more skilled stylist, or buy a costly antique.


Real resource consumption inequality will usually be less than consumption expenditure inequality. That is not to say that resource consumption inequality is negligible. Obviously, some people consume far more than others but there is more to it.


Since it is real resources that we compete for and use directly, real resource consumption inequality is more important than the money inequalities discussed earlier in this list.


Also, real resource consumption is usually the most visible to others. If someone is wealthy but does not have a large house, large ornamental garden, three cars, two dogs, and so on then we probably would not realize they were wealthy.


Consumption utility: The real resources we consume do not perfectly determine the value (utility or happiness) we get from that consumption. The differences can be huge and it is harder to predict the sizes of the inequalities compared to others. Consumption utility differences could be very large but weakly linked to money inequalities.


By carefully choosing what we buy and how we live we can get a better life despite lower consumption. Sometimes products are better by design so they give more and consume less. Sometimes expenditure and consumption are not needed to achieve our aims. Just how comfortable and secure can you be? Extra consumption of real resources and billions in money wealth may make little difference to someone who has enough and is using real resources well.


It is also true that some people need more support than others (e.g. due to disability) so expenditure that is adequate for one person might not be for another.


 


Various studies confirm our reasonable expectations about the differences in size between inequalities. For example, Saez (2012) looked at the top 0.1% of people in the USA between 1913 and 2012 and found that wealth inequality was usually larger than income inequality. Fisher, Johnson, and Smeeding (2015) studied the USA between 1984 and 2011 and found that income inequality (measured with the Gini index) was much larger than expenditure inequality, which was much larger than resource consumption inequality.


I cannot find data sets that permit a comparable quantification of different inequalities for the UK. However, some useful multiples can be calculated.


In the UK, for the period from 2020 to 2022, the average wealth of the 20% of households with the highest wealth was 88 times that of the 20% of households with the lowest wealth (ONS, 2025a).


For comparison, in 2023 the average equivalized disposable income of the 20% of households with the highest such income was 5.86 times higher than for the 20% of households with the lowest (ONS, 2024b). (Note: This income is what households get after taxes and benefits have been taken into consideration.) That is, 5.86 times instead of 88 times. For those same households, average income before government redistribution was 8.67 times higher (ONS, 2024b).


In 2023, the average spending of the 20% of households with the highest income before redistribution was 3.15 times as much as for the 20% of households with the lowest income before redistribution (ONS, 2024c). While this is not directly comparable with the figure for disposable income, it strongly suggests that consumption expenditure inequality is lower.


Finally, in 2023 the average spending on energy by the 20% of households with the highest income before redistribution was 1.58 times that for the 20% of households with the lowest income before redistribution (ONS, 2024c). The cost of energy is roughly proportional to the quantity of energy used so this is a guide to their consumption of real resources.


So, from a wealth multiple of 88 we have come down to a real resource consumption multiple of 1.58. While these numbers are not directly comparable because of timing and classification differences, they align with the expected pattern.


Some people are angered when the wealth of parents is passed on to their descendants. This, combined with the fact that the children of high earners tend to become high earners themselves, is taken as evidence of injustice.


Two factors explain why the injustice is not as great as it might seem.


First, high earners are more productive, on average, and this productivity is, to some extent, passed on genetically and by nurturing to their children. The children of the rich really are more productive, on average, despite some high-profile exceptions. Even in a society with perfect social mobility, the children of the rich would still tend to be richer too.


Second, even when smart people are far behind in wealth they can reach high incomes quickly and immediately get higher consumption utility from the money they spend.


E.g. To understand how this can happen, imagine two boys born on the same day. One has hugely rich parents but lacks intelligence and self-control. The other has financially poor parents but great intelligence and self-control.


The rich boy is given and then inherits huge wealth but, lacking intelligence and self-control, he wastes his money on booze, girls, and fast cars. He starts most days with a headache. He has no real friends and constantly argues with his family and others in his life. He travels often to the glamorous locations he thinks he should go to, spending hours drunk on planes and waiting in lounges, then sweltering at parties in Monaco. He spends thousands each week on going out in a futile attempt to find friendship and love; all he finds is people hoping to get some of his money. Instead of earning money he loses it through stupid investments in nightclubs. His latest supercar has brought nothing but aggravation. It is almost undrivable in city traffic, scrapes speed bumps, is unreliable, and can only be serviced and repaired at a very few locations. At least it has not caught fire like the last one. For the rich fool, life is complicated and bewildering. He should be happy but instead he feels ill, tired, depressed, and desperate.


In contrast, the poor boy’s high intelligence and self-control quickly earn him excellent qualifications and an interesting job. He is rapidly promoted and his income is soon enough for a reasonably comfortable lifestyle. He spends his money wisely on things that are better by design. He prefers cars that are small, easy to drive, and reliable. He does not commit himself to stressful and unnecessary travel. He marries an intelligent and level-headed woman and starts a family. He has several good friends. Instead of spending money to socialize with them he keeps in touch by video call, by going for walks with them, and by home visits to chat. He sleeps well, is in good health, and has no aches or pains most of the time. For him, life is comfortable, interesting, and worthwhile. He is not wealthy yet but he has been happy since childhood.


These two fictional cases illustrate plausibly how higher ability (‘merit’) can give people better lives long before wealth and even income have matched those of others with more money but less ability.


We must deindustrialize


A misconception about sustainability is that industrial production is the problem and so we should go back to simpler, older methods of production. This approach favours artisan bakeries, home-grown food, tiny boutiques specializing in organic cotton, water filtration by a pond in the back garden, and any level of inconvenience if it avoids using plastic.


This seemingly attractive future is unlikely to be practical on a large scale because it uses human labour inefficiently. We must make labour more effective so that we can adapt our infrastructure and lifestyles for sustainability and provide care to the increasing elderly.


 


This review of real economic problems has included some familiar and not so familiar items. It did not discuss interest rates, the government's deficit and debt, the money supply, gold reserves, and other ideas that tend to dominate economic discussions. This fresh view of the problems facilitates a fresh look at solutions.


Chapter 5: General real economic solutions


This chapter explains some crucial real economic strategies for a better economy, at a high level, that can be understood and used by everyone. Later chapters will look at real economic solutions in more detail from the perspectives of consumers, non-governmental organizations, and governments.


The solutions in this chapter are presented in three groups:



  	The main goals – split cleanly in two.


  	The improvement spiral – a process to maximize positive action yet minimize discomfort.


  	Changing minds – explains how people can be influenced to act in this way.





These solutions show how we might achieve sustainability without increasing pain, inconvenience, or poverty. Understanding them can radically change a person's perspective and attitudes.


This is vital because some people today resist change and think progress towards sustainability, in particular, is expensive. Some even think the idea is propaganda by foreign powers. Others are just trying to keep their jobs in industries that rely on fossil fuels, nuclear power, or that create pollution in other ways. Political campaigners on the right and left have made this worse.


Happily, there is a better, more pleasant way forward for those who are clever and sensible.


The main goals


The main goals are simply to increase the sustainable supply of raw resources and use them more efficiently (which includes more cleanly).


Improve the sustainable supply of raw resources


We must improve the supply of raw resources sustainably. This is not simply a matter of getting an extra 10% of every type of raw resource; a more intelligent approach is needed. For example, we can favour technology that uses highly abundant and renewable raw resources instead of minerals only found in a few places on Earth. We can also make people more capable and share work more evenly.


The supply of raw resources usually responds slowly to demand. It may require large investments that take time to implement or may be controlled by a government. Consequently, raw resources usually increase slowly, in response to overall demand for raw resources rather than directly in response to demand for particular products.


Raw resources are limited in different ways but sustainable increases are possible. Here are observations on some important raw resources and how their supply can be increased.


Labour: Total labour is quite restricted. If the population is increased then this increases labour but also the demand for labour; the labour available per person does not change. Some people can work a little longer or acquire improved skills and so do more useful work. However, the scope for putting more people to work is limited because many people who do little work have limited capability (for a variety of reasons). Ideas for increasing the labour resource, including sharing work more, are discussed in Chapter 9.


A lot of education takes place early in life and is aimed at broad areas of employment rather than specific products.


Energy: The energy that arrives on our territory (mainly through sun, wind, and tides) is limited but so little is captured at present that vast increases are possible. We must also invest in systems to store the energy for hours, days, or even weeks, to deal with cloudy, windless periods.


The UK imports energy – mainly oil and gas from Norway and the USA. A limitation with imports is that we must do something for the other country in return. Borrowing money to buy the imports only defers the time when the favour must be repaid in real resources. It can also be risky to rely on other countries, especially those that hate us.


Land: The UK's total productive land area is also limited. However, it is possible to do more with it by, for example, constructing taller buildings, putting solar panels over car parks, and farming using previously ignored plant species.


E.g. Halophytes are plants that live in areas made muddy by salt water. Many halophyte species can be used agriculturally.


Materials: Getting materials by mining (e.g. coal, oil, gas, uranium, iron) is often unsustainable because the total available is limited and fossil fuels cause dangerous pollution. Mined uranium also generates dangerous waste and some of it has occasionally escaped to cause dangerous pollution.


The available materials can be increased further by recycling.


The UK also imports materials, with the usual drawbacks of importing.


However, some materials are plentiful and easy to obtain (e.g. carbon, sea water, sand, nitrogen). Switching from rare materials that must be imported to abundant materials that are ubiquitous can greatly increase raw resource supply.


E.g. Lithium-ion batteries are currently the leading technology for storing electricity on a small scale. They require lithium, which is the lowest density metal. Sodium is a similar metal but far more widely available and easier to obtain. Currently, batteries can be made using sodium instead that perform almost as well as lithium batteries. Other promising methods of storing a lot of energy include heating sand and compressing carbon dioxide. All these rely on materials that are easily obtained. On a small scale, batteries are being developed that use graphene, which is a form of carbon, another widely available element.


Another advantage of plentiful, ubiquitous chemicals is that they are less likely to be pollutants.


Raise sustainable real economic efficiency


As already explained, end-to-end real economic efficiency depends on producer efficiency, consumer efficiency, and the alignment between producers and consumers.


Obviously, if we are all to enjoy better, longer lives sustainably then huge changes are needed to our productive technologies. However, we also should make changes to our lifestyles because (1) we can have easier, better lives this way, (2) there are wealthy people who are still unhappy and unhealthy, and (3) we can make much faster progress towards sustainability if we make our lifestyles more efficient too.


Efficiency encompasses efficiency with real resources and efficiency with pollution. Being efficient with real resources usually reduces pollution and is often profitable. Being efficient with pollution directly typically increases other costs but, if the cost of making amends to others affected by the pollution is taken into consideration, overall cost reductions can be achieved.


The improvement spiral


Having clarified some obvious objectives, it is time to move on to the non-obvious means to achieve them.


The improvement spiral described below is a key mechanism. It involves making only changes that are so attractive even a selfish person would do them. As our lives become cleaner and more efficient, that frees up more resources for even faster changes, and so on and on, until no more improvements are worthwhile.


This spiral can be useful to individuals, groups, and whole societies because all are restricted by the real resources they have available for change.


The full improvement spiral has three phases:


1. Getting started: This requires identifying and perhaps freeing up resources for change. When starting with little or no resources available for change, the key to getting started is to free some resources from operation and dedicate them to devising and making changes that will free up more resources from operation.


2. Rapid improvement: Successive cycles of improvement reduce the resources needed for operation, leaving more available for further changes and perhaps also for more play and rest.


3. Mature state: Eventually the scope for improvements tails off and more resources can be used for play and rest. However, having reached this state it is much easier to cope with changes that require adaptation and a renewed burst of improvements to get back to a highly efficient, mature state.


The following example illustrates the overall improvement spiral.


E.g. A billing team in a large company works hard to produce the required bills and solve problems from billing mistakes. Although there are probably things they could do to reduce the rate of errors, they are too busy to do them.


Then, one day, the team's manager sees the situation clearly and finds a small weekly activity that is completely pointless. The manager tells the person doing that activity to stop doing it and instead work on fixing one of the problems causing billing errors. That effort is successful and slightly reduces the number of billing errors to deal with each week. The manager rearranges work slightly and now has a little more resource to work on fixing problems that cause billing errors.


After repeating this cycle for six months, the team is working less hard than before, errors are rare, and two people have been transferred elsewhere. That initial time spent on change has been turned into an improvement spiral of reduced effort on operation, increased effort on change, and improving efficiency overall.


The following subsections clarify this spiral and explain ways to make it more powerful.


The success of a specific improvement spiral depends on how decisions are structured and how knowledge is created and shared. This is not obvious and may be unfamiliar so please read carefully and take breaks to assimilate the ideas.


Manage resources available for change


Resources available for change activities are crucial to the rate of change and progress. A person, group, or whole society can be too busy with operation to change. We cannot even think about change if all our mental resources are taken up by operating our existing lifestyle or technologies. Conversely, if these precious resources are cleverly managed then remarkable things can be done.


To manage our resources available for change we should (1) monitor them, (2) free some up, (3) free more repeatedly, then (4) retain some free resources in the mature state. The following example again illustrates the improvement spiral but here the need to manage resources available for change is particularly clear and well quantified.


E.g. Banerjee and Duflo's (2011) description of the situation for fruit sellers in Chennai, India, illustrates these four activities. Money is the key resource in this simple case and all the basic numbers below come from Bannerjee and Duflo.


A fruit seller buys fruit at the start of the day with a loan of 1,000 rupees, sells the fruit that day, then pays back an average of 1,046.9 rupees, which is an interest rate of 4.69% per day. This interest rate equates to 295% a month or 1,842,459,308% a year. It is a costly loan the sellers should try to avoid.


Some resource must be freed up to start the improvement spiral. If a fruit seller went without two cups of sweet tea for three days, saving 5 rupees each day, and used those savings to avoid borrowing quite so much, then in precisely 90 days they would be debt free and saving roughly 40 rupees per day, which is about half a day's earnings. The spiral takes those initial savings and magnifies them by reinvestment.


When I first read this I could not believe it. They only have to go without two cups of tea for 3 days. Not for 90 days. Just three. I reperformed the mathematics and found that Banerjee and Duflo are correct. If it is not obvious to me, a qualified accountant and competent mathematician with a computer as a tool, then it is not surprising that it is not obvious to fruit sellers in Chennai. Lack of understanding and poor decisions are a factor in this case – though we cannot be harshly critical – and good advice could perhaps help.


To achieve this improvement spiral a fruit seller must use the money saved each day to reduce their loan the next day. Managing their resources for change is crucial. They must not waste their opportunity to escape poverty by spending saved money immediately on extra consumption or giving it away to others, even family members in difficulty. If the fruit seller can escape poverty then their ability to help others in future will be much greater.


In a study of the same population of fruit sellers, Karlan et al (2019) tried financial education (just one session) and paying off their debt. Sadly, they found that the education made no difference and after a month about 80% of vendors were back in debt, with the effect of the debt pay-off gone after 2 years. Setbacks pushed vendors back into debt where they stayed.


Clearly, more than just a one-off education session is needed. The fruit sellers must understand how an improvement spiral works and the need to reinvest resources for change in further improvement.


This technique of iteratively investing operational savings in further changes is not well known but is extremely powerful and vital for reaching sustainability rapidly. If it is new to you then take a few minutes to think about the ways it might be applied. Building on your initial understanding, this chapter will continue to explain more detail and the next chapter offers three short stories to further illustrate the theory in practice.


It is important to understand the potential power of the improvement spiral and, since its effect is non-linear, it is not obvious. Here are further points on the four activities needed to manage resources available for change.


Monitor resources available for change: This involves understanding our different resources and which are limiting, deciding how much is available for change, tracking available resources, and predicting them (especially if they are likely to change).


For an individual, resources available for change might include time, blocks of time of a particular size, bodily energy, health (with different ailments imposing different restrictions), money, space, vehicles, and helpers (e.g. tradespeople to do work). Resources for a society would include all those aggregated, plus materials, energy, water supplies, and infrastructure.


Free up some resource: If you seem to have no resource available for change then look hard for ways to free up just a little resource from operation that can be applied to changes that free up more time from operation. Often there are small opportunities that have been overlooked. You might reduce or cut an activity because it is useless, harmful, or just gives less value than the changes you could make. You might cut out some work temporarily. You might cut back on play for a while or switch to a different form of play that is slightly more useful.


E.g. A person might save money by cancelling an overlooked subscription, buying slightly less booze each week, eating out one less time per week, turning down radiators in rooms not used, or adjusting the output temperature of their gas boiler when the weather changes.


E.g. A person might free up time by lying down to rest for half an hour instead of scrolling a screen for an hour, simplifying their beauty regime in a way that makes no perceptible difference, or cleaning some rooms less often.


Repeatedly free more resources: Choose changes that free up more resources from operation that can be used for change. As explained in more detail later in this chapter, less-is-more ideas tend to free up resources from operation. However, to generate an improvement spiral it is also vital to ensure that at least some of those freed resources are applied to further change rather than used entirely for increased operation (either in work or play).


Manage a mature state: Eventually the scope for further improvements may taper off. The mature state is one with a pleasantly high proportion of play and rest, and low or restorative environmental impacts. This play and rest time is enjoyable but also provides a buffer when external changes require new adaptation.


 


The improvement spiral is powerful. It can generate improvements that seem unlikely at first and change attitudes.


When someone says a change in the interests of sustainability is too expensive, what they usually mean is that they would rather use their resources on other things (and perhaps have already mentally committed to do so). However, their view could change.


As a person's lifestyle becomes more efficient and they increase the resources they have available for change, they are less likely to think of further changes as too expensive. When easily doing the work needed to support themselves and their families, with plenty of free time and spare cash, it is easier to imagine doing things with a larger initial investment, longer payback period, and perhaps more risk.


When people understand the true scope for real economic improvement and how an improvement spiral can be created, their expectations and motivation can change radically. The future looks different to them.


Make highly attractive changes without delay


Changes that are highly attractive should be made without delay in an efficient sequence using resources available for change (as opposed to operation).


A change must be highly attractive with respect to the interests of the people the decision-maker considers stakeholders (e.g. the decision-maker personally, their family, their employees).


To be highly attractive the change should do all of the following:



  	give a better combination of (1) stakeholder life quality, (2) cost in terms of money and real resources, and (3) environmental damage (This might be by giving the stakeholders a better life, more cheaply in terms of both money and real resources, and with less environmental damage, or by doing at least one of these three without significant deterioration on the others.)


  	require no initial investment of real resources or money, or be an outstanding investment of real resources and money that is repaid quickly


  	be worthwhile to the stakeholders even if climate change is not averted (e.g. because other people, perhaps in other countries, do not do their part).





While these criteria may seem hard to meet, the changes already made and underway typically have been highly attractive.


E.g. Energy efficient LED lighting has been easy to accept and gives more attractive light at lower cost. Even with the increase in lighting that LED lights inspire, we still save money and real resources.


E.g. Electric cars are now cheap to run, used models are cheap to buy, the ride is quieter, and the cars are easy to drive. In time they will also emerge as more reliable and cheaper to own overall than vehicles with an internal combustion engine. (The natural mistake is to compare the purchase price of the petrol and electric versions of a given model. This is an unfair comparison because the electric car delivers smoother power, faster acceleration, and a quieter ride, making it comparable with more luxurious models.) Collectively we in the UK will also enjoy cleaner air and lower noise pollution even if our EVs do not avert further climate change.


E.g. New homes built in the UK have much better insulation than old homes. Including insulation is cheaper than adding it later and the home can be sold for more. Someone who buys the home and pays a bit extra for the insulation will have their investment repaid in just a few years while the home will last for decades. Even if this insulation were not a regulatory requirement (which it is), it would be a great deal for home owners.


E.g. Many items are recycled and this is not usually done at a financial loss. Further innovation will increase the proportion of recycling without being an overall burden on society.


E.g. Plant-based mince can now be bought for less than half the price of animal-meat mince, has comparable protein content, tastes fine, and is much easier to use hygienically. There is no unpleasant smell from rotting meat residue and nothing to attract foxes when you put the bins out.


E.g. Many of us already apply the following advice:



  	Minimize home heating when you go on holiday.


  	Plan what you eat so you only buy what you need.


  	Have fun by walking in local woods instead of power boating, horse riding, or shopping for stuff you do not need.


  	Enjoy fruit when it is in season rather than, for example, paying extra for strawberries flown in from a far country.


  	Be happy to buy and eat edible, safe food even if it is not quite the perfect size or shape.


  	Dress consistently to give yourself a flattering, characteristic look rather than trying to look different every day and having 3,000 pairs of shoes. (This was the number found in the possession of Imelda Marcos, wife of the corrupt former president of the Philippines. Some of the shoes are now in the Marikina Shoe Museum.)


  	Does anyone still leave the tap running while they brush their teeth or shave?





No sane person would object to highly attractive ideas like these unless they had a vested interest (e.g. in prolonging the use of fossil fuels).


Will we run out of changes that are highly attractive and be forced to make costly changes and give up pleasures to achieve sustainability? There are some good reasons to think that making only highly attractive changes will probably be enough, and some of those reasons are not obvious:



  	Resources available for change are usually the bottleneck and quite small relative to resources used for operation.


  	Reinvestment of freed resources in change would have a non-linear and positive effect on progress.


  	Focusing on generating less-is-more ideas (as explained below) will also reduce the supply of attractive more-is-more ideas that compete for resources.


  	More ideas will be developed in future as a result of experience, thought, and building on successes.


  	Existing marginal abatement cost analyses are usually high level (aimed at governments), ignore benefits other than cost savings, and do not use the cost of living principle (also explained below).





Learn good less-is-more ideas


You are most likely to make changes that improve your life if you know about many highly attractive ideas for change and have them worked out in detail with strong rationales for each change. As explained above, ideas are highly attractive if they efficiently benefit you and your stakeholders, ideally without delay.


If, in your mind, you have a great stock of attractive, well-developed ideas for changes then you will be motivated to carry them out and the changes you make will improve life for your stakeholders and move them towards sustainability. Conversely, if you do not have many good ideas then you will not be motivated to make improvements and will tend to think the prospects for improvement at low cost are poor.


You can learn good ideas through personal experience and invention, conversing with others, from books and websites, and from software tools that use information about your circumstances to make tailored recommendations for beneficial changes.


The ideas most likely to be attractive to a wise decision-maker are those with a less-is-more quality. These ideas improve real economic efficiency. They are the ideas that allow us to live comfortably while creating less work and less mess. In contrast, more-is-more ideas simply increase scale without increasing efficiency.


Here are some high-level less-is-more ideas:



  	Relating to a person’s activities:



  
    	Focus on the real problems e.g. have a friend or a baby instead of a dog.


    	Take an outcome-focused, end-use approach.


    	Focus on the best bets.


    	Statistically optimize allocation of resources.


    	Promptly cut activities that are obsolete or have proven to be a poor use of resources.


    	Reduce wasted time and materials.


    	Before considering ways to do something more efficiently, try to reduce/eliminate the need (e.g. for travel, new clothes, repainting, weeding).


    	Prevent errors and reduce quality problems in preference to correcting afterwards.


    	Make errors less likely by good ergonomic design.


    	Identify and correct errors and other quality problems earlier, when it is easier.


    	Use tools and processes to reduce mental work.


    	Relocate objects used in a task to reduce physical work.


    	Have good posture, balance, and relaxation.


    	Move in curves rather than with abrupt changes of direction.


    	Have good thinking habits including calm and rest.


    	Shift resources between activities on the basis of marginal efficiencies.


    	Increase or decrease consumption to a more efficient level.


  

  	Relating to a person’s physical objects:


  
    	Mainly about materials


    
      	Use less material.


      	Use more widely available materials.


      	Avoid materials/ingredients that would be pollution if released.


      	Select/design things that are lasting, timelessly elegant, functional, easy to service and clean, adaptable, and modular to promote lengthy use, passing on, remanufacturing, and recycling.


      	Minimize packaging.


    

    	Mainly about energy (strictly speaking, negentropy)


    
      	Get closer to using the sun directly (photovoltaic panels not biomass, plant protein instead of animal protein).


      	Streamline, smooth, lubricate, separate, simplify, and otherwise reduce drag and other little inefficiencies.


      	Reduce movement and moving parts.


      	Insulate, seal, and otherwise reduce leakages of all kinds.


      	Contain heat with heat exchangers.


      	Move heat by fanning and heat pumping.


      	Use energy conversions that are more efficient than a heat engine.


      	Do not convert electricity or mechanical power into heat alone. (This wastes the opportunity to get useful work done along with getting heat.) Alternatives include heat pumps and combined heat and power.


      	Long-term, even seasonal, energy storage.


    

  

  	Relating to arrangements with others:


  
    	Simplify sets of rules, such as for taxes, by reducing their size and imposing more order.


    	Make systems of ideas and rules easier to understand by their presentation too.


    	Automate the rules and record keeping.


    	Buy/offer a service rather than a machine that provides that service and that the customer has to manage, maintain, and dispose of at the end of its life.


  

  	Other general ideas:


  
    	Consider the knock-on effects of improvements and identify improvement spirals.


    	Increase or decrease production to a more efficient level.


    	Reduce the need for buffer stocks.


  




Those are just high level ideas. You might consider thousands of specific instances of ideas over your lifetime. Millions of specific instances of these are needed for the UK. Indeed, the process is more efficient if change ideas are small and specific.


E.g. A change idea specified just as ‘wind turbines’ needs more thought. The location, type of turbine,  connection to the grid, timing of implementation, and other details must be specified. Some changes specified with this detail will be much more attractive than others.


E.g. A householder who wants to make their garden easier to maintain should itemize the specific changes that might be made to decide which to do and when. Some changes that would make the garden easier to maintain will not be worthwhile, perhaps because they are difficult to do or have other negative effects.


The timing and speed of implementation can be important. In some cases it costs more overall to go fast but in others it costs more if the work is spread out.


A crucial advantage for less-is-more changes is that they free resources that can then be used to make further changes, creating an improvement spiral. In contrast, more-is-more changes create more work and leave less resource for further changes. They are self-limiting.


More-is-more thinking simply increases scale without increasing efficiency. It assumes that if something is valued then it is good to:



  	do it for longer, more often


  	have larger helpings


  	make it bigger, faster, shinier, louder


  	create a more expensive and probably more labour-intensive version


  	get more people involved.





Another problem with more-is-more changes is that they usually come up against a law of diminishing marginal utility. Typically, the more of something we consume, the less pleasure we derive from consuming one more unit of it.


E.g. I like to eat ice cream. If I have one scoop then that is pleasurable. Two scoops are more pleasurable but not twice as pleasurable. Three scoops are a little more than I can comfortably cope with on one occasion. Four scoops are a waste and might leave me feeling queasy if I eat them all. If I ate ice cream more often then I would probably start to enjoy each serving slightly less. Too many servings would cause me to become overweight. Take that too far and the marginal utility of a bit more ice cream might become negative, which is even worse than the benefits tapering off.


The less-is-more approach to ice cream is to keep it as a special treat, choose recipes and flavours with care, and savour every mouthful.


E.g. Suppose a theatre is successfully selling tickets to two shows a day but has ambitions to sell more. It increases marketing efforts and adds a third show each day. It spends more to attract more famous actors. Sales rise but it is harder to sell each additional ticket. There are only so many people in the catchment area who love theatre. Persuading others to come to the theatre is a little harder. Persuading theatre lovers to come to the theatre more often is also harder because of the diminishing marginal utility of theatre going.


A less-is-more approach for the theatre company might be to explore other uses for their theatre that meet other needs not already met locally. For example, they might host lectures and discussions by prominent intellectuals, more practical educational talks, and screenings of quirky films.


Having in mind good, well-developed and well-justified ideas for change has a profound effect on attitudes and motivation. Even a lazy ‘climate skeptic’ can be inspired to act by an idea that promises an even easier life in future with just a small effort now.


Learn ways to make activities more pleasant


Another important source of highly attractive changes, sometimes subtle, is to make activities more pleasant. For example, work might become also play. These changes should not be resource intensive or thought of as a reason for doing unnecessary work, just for fun. Surely there are even more enjoyable uses of time!


Here are some high-level ideas:


Interpersonal experiences: Living is more pleasant in the company of people who treat us with respect and consideration. These people include colleagues (especially bosses), customers, students, suppliers, and auditors. Conversely, being treated badly by a boss is one of the most stressful and unpleasant experiences many people have.


Cooperative behaviour in particular feels good to us and is more productive. It is not true that, for example, a boss or teacher has to be harsh to get results. It is much better if they give good coaching and direction.


Physical comfort: Activities can be more pleasant when we are physically comfortable. This might be because of a comfy chair, good tools, or a big screen. Comfort is also more likely if work involves frequently switching between sitting and standing, being still and moving, talking and typing, and so on. Spending a long time in one position doing the same thing is generally more tiring, uncomfortable, and more likely to lead to overuse injuries.


People are also more productive when comfortable; pain is distracting and tiring.


A healthy environment: Activities are more pleasant in healthy surroundings. Instead of a noisy, dirty, dark, smelly workplace we prefer one that is quiet, clean, light (often with natural light), and has clean air. Well-designed buildings that are comfortable and well ventilated without needing powerful machines are generally best for human productivity and more energy efficient. Outdoor work can be pleasant but this depends on the weather.


Choose how to take benefits


Another way to boost the number of good changes implemented is to understand how improvements in one area of life can help in others, whether or not they directly improve real resource efficiency or environmental impact. This can be done by deliberately deciding how to take the benefits of the change. There are different ways to do this and they mean that almost any beneficial change can boost an improvement spiral.


Here are points about the main ways this powerful idea can be applied.


Expand other activities: Doing an activity with less resource consumption makes resources available to start or expand other activities.


E.g. Simplifying a government's rules on taxes and benefits would reduce the administrative burden imposed by those rules. (In the UK, radical improvements are possible without making the system less fair.) This would be a real economic efficiency improvement. It would save millions of hours of labour each year along with electricity and computing resources. However, the full impact for the environment would depend on how people chose to use the saved resources. For example, they could be used to think about and implement other beneficial changes or just to play more computer games.


Activity substitution: Sometimes we find a new and better way to satisfy an important need. As a result, one or more other activities that tried to satisfy the same need can be dropped, freeing up the resources that went into them.


E.g. A single man learns to make meaningful friends and builds a close network of such friends. Consequently, he no longer feels the need to go drinking at clubs three times a week and do some other things he did to make himself feel better about having no real friends. His new activities to make and maintain friendships are less time-consuming, cost less in money terms, and are better for his health.


E.g. A young couple both work hard at their jobs and feel they need three luxury holidays a year to help them deal with the pressure. They also spend a lot of time in the evenings scrolling online and drinking wine. However, one weekend they discover some woods near where they live that are great for walking. They quickly develop a routine of walking in the woods two or three times a week and get joy from this.


They work out that the annual happiness they get from walking in the woods is about the same as they get from a £3,000 luxury holiday. They think about how to respond to this happy discovery and decide to continue with luxury holidays as before rather than substituting. However, they drink less wine in the evenings, a substitution that is good for their health and saves about £500 a year.


Although we will sometimes want to use improvements to just enjoy a better life, we should often be willing to give up some costly pleasures in recognition of new pleasures achieved elsewhere. This is because giving up those costly pleasures frees resources to use for further changes.


Level selection: Efficiency improvements usually mean we can have the same of something at lower cost, more of it for the same cost, or some mix of the two benefits. We should decide deliberately which mix of benefits to take.


E.g. Heating homes is a major expense and source of pollution. A well-insulated home is far cheaper to keep at a given temperature than a poorly-insulated one. People should choose carefully how to use the improved efficiency.


Sadly, evidence suggests that most people have so far made little change to their energy consumption as insulation has improved. For example, Coyne and Denny (2021) found that households in Ireland each used about the same amount of energy per year whether the home was in the best or worst insulation band. This is even though homes in the best band require about a third of the energy of those in the worst band to maintain a comfortable temperature. Meles et al (2024) found a similar pattern.


Some people will have chosen deliberately to be warm instead of staying cold to push costs down. Others will have given it no thought and simply left their heating settings unchanged. They may even feel a little too warm in winter, always having to take off a lot of clothing when they go indoors.


Where savings are part of the mix of benefits, we must also decide how to use the freed resources.


Resource conversion: Sometimes the immediate saving from a change is not in the resources we most need for further changes. For example, we might save time when what we need is more money or more space. We can often convert savings into different forms. We can:



  	convert saved time into money by doing slightly more work for pay or doing unpaid work that saves money


  	convert saved money into saved time by doing less work for pay, paying someone to do work for us, or getting a machine to do it.





 


Recognizing opportunities to turn improvements in our lifestyles or producer technologies into freed up resources by making seemingly unrelated changes elsewhere may seem a small, abstract idea but it is hugely important. It means that any refinement can contribute to real economic efficiency and sustainability. Many of us make refinements to our lives frequently and these soon have a major cumulative impact. Conversely, people who pay no attention to the simple practicalities that make life pleasant will spend and consume more but enjoy less.


E.g. Jan and Sandra are retired friends who like day trips into London to visit galleries and museums. One day they go to the British Museum. Jan likes to look at lots of things quickly but Sandra prefers to stop and study just a few. They go around together so Jan is always getting ahead and having to wait while Sandra often feels rushed. At around lunchtime they feel tired, hot, and hungry. The museum is busy but fortunately Jan has a membership card so they go to the members' private cafeteria and join the queue there. After 20 minutes they have food and drinks but nowhere to sit. Five minutes later they get a table and sit down. They are already exhausted but begin to feel better as they sit and eat. After an hour of eating and chatting they feel ready to look at more antiquities. A similar queue faces them when they are desperate for tea later in the afternoon. A little after 4.30 pm they eventually leave the museum and battle through the early rush hour commuters to get home. Later that evening Jan needs half a bottle of wine to unwind and Sandra spends time using a physiotherapy gadget on her feet.


In contrast, Sarah and Jane are retired friends whose day trips to London are planned differently. They too go to the British Museum. They too like to view items at different speeds but they do some of their viewing separately so that Jane can examine items in detail while Sarah looks more quickly. At lunchtime they feel less tired because of this arrangement and because they planned to take an early lunch to avoid the crush. They do not queue at all because they have brought packed lunches and sit at the tables open to the public. They save so much time that they do not need afternoon tea and get home long before the rush hour begins. Both ladies have plenty of energy left at the end of the day and need no special recuperation.



Sequence changes efficiently


It is vital to put beneficial changes in sequence and best to put them in an efficient sequence. It is overwhelming and inefficient to try to make too many changes at the same time. Indeed, we might not start at all without a sequence worked out.


Everyone should know at least their best next highly attractive change. Ideally, they should know several in detail, with confidence, and those changes should be good ones for the stakeholders concerned. This increases the likelihood of resources being well used, by everyone, for positive change, without delay.


The most efficient sequence is usually one that prioritizes changes that give a big improvement for a small use of resources to make the change. Typically that means making a change that does not take much time to save a lot of time each period (e.g. each day, week, month). This approach most rapidly frees time for making further changes.


However, the sequencing problem can be complicated and may have to be tackled with rules of thumb that usually give a good sequence rather than guaranteeing the optimal sequence. (This is typical of modern algorithms for planning.)


The periodic resource saving achieved by a change and the cost of making the change may depend on what changes have been made previously.


E.g. Suppose a householder is considering investments in home insulation and a heat pump to replace gas central heating. The supplier of the heat pump offers calculations predicting the heating costs saved, assuming the house is as it is now. The insulation supplier offers calculations predicting the heating costs saved by insulating but assuming the house is heated by gas as it is now. The predictions will be wrong if both changes are made.


If the insulation is put in place first then only a small heat pump is needed but the heating costs it saves will also be less. Conversely, if the heat pump is put in first then it might be larger than needed and will again save less in heating costs once the insulation is also in place.


There may also be complications because some changes give savings for longer than others. This can happen in two ways:



  	Physical assets can wear out, become unsupported, or become incompatible with other assets, making them unusable or expensive to maintain.


  	Changes in our lives make some resource saving methods obsolete.





E.g. A refinement introduced to make it easier to look after children will be obsolete when they get older.


Physical assets that will not recover their initial costs before having to be replaced should not be implemented at all. Similarly, changes that will not recover their initial costs before becoming obsolete should not be implemented.


Software could help by doing calculations and finding the best sequence. This could be the natural extension of a system that recommends beneficial changes based on your circumstances.


Arriving at an adequate sequence may also be made easier if it is familiar.


E.g. When a person moves to live at a new location there are several things they should do to live more efficiently. These include locating the most useful shops and other services, learning optimal routes to them, and finding good places to walk for recreation. They will usually need to find a doctor, dentist, and perhaps a sports club. When they next move to a new location all these steps must be repeated.


Make changes incrementally and efficiently


It is almost always better to make changes incrementally. This means operation is improved in a series of frequent but small steps rather than having a long wait before a major change.


Incremental delivery gives faster early results and learning. It is more adaptable to changes and discoveries, easier to manage, and less risky. It is often easier to get people to agree to incremental change than a big project with nothing delivered for a long time.


Also, when making a series of incremental changes, it is often possible to make them in an efficient way and refine that over successive deliveries.


When seeking efficiency improvements, the main focus is operation, because it is ongoing, but more efficient delivery of change is also important.


Thinking this way generates more ideas for change that are highly attractive.


Consider making amends for environmental damage


Some people do not want to make amends for environmental damage they are doing. However, making amends is important because it, rightly, makes ideas for change that move us towards sustainability more attractive.


The principle is that if we cause harm to someone that they did not deserve then we should make amends in some way. That often means fixing the problem but might mean some kind of compensation.


E.g. Imagine that your neighbour dumps their week's refuse over the fence into your garden. You would not be happy. You would think your neighbour should not have done that and you might be angry that they have done it and failed to apologize and remove the refuse.


While most pollution is not as visible as refuse, this is effectively what happens with most pollution. People dump it on their neighbours knowingly and, usually, with no thought of making amends. Perhaps they think they are getting revenge. It is as if we have all agreed to dump mess on each other and just live in filth.


However, it does not have to be this way and many of us think making amends should apply to pollution just as it does to other harms.


The main challenge is to find practical ways to make amends. Simply giving other people cash is a poor approach because it is unlikely that much of it will be used to restore our natural environment. It is better to make choices that cause less environmental damage (e.g. buying renewable electricity) and pay specialists to do work that restores the natural environment (e.g. planting trees, picking up litter, greening deserts).


Why would some people make amends when others do not? They would to show they are good people and to set an example that others might eventually follow. Our natural environment must be cleaned up so we must decide when and who will do it.


Refine change ideas


We should continue thinking up new ideas for beneficial change and refining those we already have.


The principle of implementing highly attractive changes without delay may mean we never have to do anything unattractive, even though the ideas that currently look highly attractive are not enough to achieve good lives sustainably. This is because, over time and with experience, the ideas we have for change will improve, especially if we deliberately work to improve them.


E.g. One idea for tackling climate change is to use machines to suck carbon dioxide out of the air and store it long term in some way, perhaps underground. This is called direct air capture. Sadly, this seems a costly process that no business can run at a profit. However, in time technologies will probably change that, with the carbon dioxide used to make synthetic fuels or building materials at a profit. (We already do this by growing trees then turning their wood into buildings so the real challenge is to do it faster and using less land space.)


If highly attractive changes are not enough


We need a back up plan in case highly attractive changes are not enough to use all our resources for change or achieve sustainability. The problem might be that your personal plan for improvements has nothing on it, or no changes that contribute to real economic improvement or sustainability, or that our collective plans are not enough to achieve sustainability.


One possibility is to think some more. Another is to wait for others to make changes that create new opportunities for you. Another is for governments and others to create large scale schemes that help many people by making changes more attractive. Three examples of this are:


Sharing benefits: Some changes are beneficial to humanity and other species collectively but not to the individual decision-maker's stakeholders. At least, not unless some arrangement to share benefits is reached. There may be ways to organize cooperation and sharing of benefits on a larger scale. Governments might buy changes for the benefit of everyone.


Sharing risk: There is often uncertainty about the true, long-term value of an investment in improvement. One way to help manage this risk is for a separate organization to pool the risks from many separate investments, perhaps providing a guarantee or insurance.


Leasing: Leasing a cost saving asset (e.g. a domestic battery, home insulation) does not create real resources. However, it does allow future savings to be used to obtain real resources that otherwise might have been used for someone else's possibly wasteful operations. Not having to pay money up front also helps with longer-term investments.


Changing minds


The improvement spiral explained above would benefit you even if nobody else joined in. However, the benefit to you would be much greater if others did join in. You could share knowledge and ideas, find good products more easily and at a lower price, and the government would implement sensible policies. If these ideas spread to almost everyone then that would benefit you and is essential if humans are to live sustainably on Earth.


Here are some ideas on how that can happen.


Be leaders everywhere


We need individuals to lead real economic improvement in all types of role in societies.


Implementing these ideas energetically and everywhere cannot depend on the actions of just one person or group. We will fail to improve our own lives and fail to make progress towards sustainability collectively if, for example, we imagine we are powerless unless politicians make the right decisions, or unless there are international agreements, or unless China does the right thing.


Happily, there already are leaders in all types of role and in future there will be more. Among consumers, politicians, architects, manufacturers, journalists, and so on there are some who understand the opportunities for a better life through real economic improvements and the need for sustainability. However, at the other extreme there are some who are determined to delay progress, usually to protect their interests in activities such as fossil fuel and plastic production, or to gain votes from people who do not understand what can be done.


If potential leaders understand the natural personal incentives for them to lead then this will motivate them to influence others. Incentives are stronger when the effect of a person's influencing is focused and relevant to them personally. For example:



  	Consumers who encourage their friends to adopt particular products and lifestyle features will gain from cooperating with them for an easier life (e.g. by sharing tips, tools, journeys).


  	Consumers who encourage other consumers (e.g. by word of mouth and internet reviews) to adopt particular products and lifestyle features will gain as producers focus more on providing what these consumers want.


  	Consumers who encourage producers (by their purchases, internet reviews, and messages of support) to provide particular products that support efficient lifestyles and that are cheaply and cleanly made will gain from greater supply and lower prices.


  	Producers who encourage consumers to buy products that will make them happy and can be produced cheaply and cleanly will gain business.


  	Politicians who encourage voters to do things that will make them happy at lower cost will gain support.





Encouragement may be in the form of comments, votes, purchases, loans, gifts, rule changes, ideas for good changes and their rationales, education in other real economic solutions, databases, and software tools. Usually it is better to explain than to complain.


Helpful but less motivating incentives are those that have a diffuse, indirect effect. If many people in our society were less wasteful then life would be easier for everyone. If many people in our society and around the world produced less pollution and even cleaned up some of it then we would enjoy healthier, easier lives with less concern for the future.



Our distributed leaders in all roles can do a lot, as explained in the following subsections. However, one specific issue that must be tackled is the distracting conflict between the political left and right.


The political left has come to see climate change (and sustainability more broadly) as an opportunity to demand transfers of wealth from the rich to the poor. Climate action has given way to climate justice. The political right has come to see climate change (and sustainability) as a trick by the political left to demand transfers of wealth. They increasingly dismiss climate change as a hoax. This is a massive and unhelpful distraction.


Instead, the political left should see real economic improvement and sustainability as opportunities to help the poor through reducing waste of real resources and finding better ways to live. Wealth transfer is much less important than cutting wasteful, luxurious consumption so that there are more real resources left for the poor. They should be in favour of economic education for everyone.


The political right should champion the focus on highly attractive changes, rapid implementation, and producer efficiency. They should favour distributed leadership and the importance of individual decision-makers. They should be thinking about how their country can benefit from leading the way.


Educate economic citizens


Educating citizens in real economics, good ideas for change, and how to be good economic citizens is vital.


People talking about economies tend to imagine that a few people in positions of power must understand the economy but everyone else will just respond to incentives in their natural, somewhat rational way. In this view, economies are natural phenomena in the same way as, for example, tides, chemical reactions, or flows of energy in metals.


However, economies are created by the decisions of people, which are influenced by how they think their own economy works and how they think they should act. This applies not only to government ministers but to every person in the society and all their economically relevant decisions.


Improving our real economic performance is not just a matter of applying some new tax rates or changing some rules. It requires a better understanding by as many people as possible of how the economy should work and how participants should act for best results. This complements good systems and incentives.


The scope for educating economic citizens is huge and goes far beyond lessons on personal finance. The subject is discussed in detail by Leitch (2023 and 2024) but some key areas related to the improvement spiral discussed above are:



  	learning good, less-is-more ideas for changes to productive technology, lifestyles, and the supply of real resources


  	understanding the consequences of those changes


  	understanding the power of an improvement spiral created by preferring changes that release more resources for more changes and then using more resources for changes.





This knowledge is interesting and valuable even to people who think selfishly or are only concerned with their families. Many of us think more widely.


E.g. Many of us recycle plastic. Not just plastic cartons but even those hard-to-recycle plastics. We find somewhere to take them and we make the effort, even though we suspect our waste plastic is not really recycled at all, or not very efficiently. We do this anyway to send a message to people on the producer side: we care and want more done about plastic waste.


Because knowledge is central to change, people wanting to promote real economic improvements should pour effort into sharing information and explanations of technologies with everyone they can reach. Complaining at just politicians while alienating ordinary people is the opposite of helpful.


Make money work


This idea is mainly for governments and central banks.


Ideally, the money system should be managed so that good decisions made on the basis of money correspond to good decisions made on the basis of real resources (including environmental impacts).


This means that people make the right purchases, in the right quantities, at the right times. They should not:



  	buy more polluting products because the cost of making amends for the pollution is not reflected in their price


  	accelerate or defer purchases because of inflation driven by money supply manipulation or baseless increases in prices


  	see public services as free and use them without restraint.





Nudges, incentives, and coercion


We need a back up plan for the almost inevitable problems of non-cooperation that will arise.


The solutions described above are only being implemented partially and in future many people will surely fail to understand and act wisely and quickly. This will include many people who gain a living from activities that are highly polluting or sell people something harmful but addictive. It will also include people who are just slow to learn and change, or have been misled into thinking that sustainability is a conspiracy to harm them, or see technological progress as a risk to their jobs.


Therefore, it is sadly necessary to push some people to do what they do not realize is in their best interests and, occasionally, to put up with personal losses for the greater good. Many people have roles that allow them to do this, not just politicians in power.


Possible actions are discussed at length in Chapter 9, which concerns government choices. Some particularly powerful actions are as follows:



  	Favour emerging technologies with great potential until they can compete against existing technologies.


  	Ban further use of established technologies that have become a poor choice.


  	Guide activities that are already under government control, especially where they are often slow to adapt and innovate (e.g. schooling, university teaching).





 


This chapter has introduced some powerful but at times perhaps unfamiliar ideas. In particular, the operation of the improvement spiral and the idea of distributed leaders may need time to clarify in your mind. The next chapter has three short stories that illustrate the improvement spiral. These are pure fiction but with many realistic elements. Please consider taking a break for consolidation before going on – or just plunge onwards and enjoy some stories.


Chapter 6: Improvement spiral stories


The three short stories in this chapter are fiction but built from realistic elements. For brevity and clarity the stories involve fewer mistakes, disagreements, and other setbacks than might be typical in reality.


They illustrate improvement spirals at three levels. The first story shows a single person moving to a better life. The second shows a work team getting out of a desperate situation. The third shows an entire community struggling with an environment damaged by their ancestors to the point where their lives are threatened.


Story 1: A journey from loneliness


Robert


Robert was tired and fed up. It was time for a last can of beer and then bed. It had been a knackering day at work, digging a new trench for the garden of the huge mansion where he worked. The house was only occupied for a few weeks a year by its billionaire owner but the extensive grounds needed a team of five to keep them in shape. Robert was more of a labourer than a gardener because he wasn't trusted to do skilled work like planting seedlings or pruning.


Now in his late 50s, Robert had never been top of the class and had often been near the bottom. He thought of himself as an honest hard worker but it was getting tougher as he aged. He often needed time to rest and liked to chat. Chatting was nice because it was a rest and because, since his mother died 9 years earlier, he had been living alone and had few friends. He often talked positively about himself to boost his mood.


The gardening job was from 8 am to 4 pm, four days a week. He also had what he called his ‘private clients’ – local people whose gardens he would tend for two hours at a time, mostly weeding and digging. Private clients helped him pay his rent and other expenses but left him even more tired, especially as he did some after working at his main job and others at the weekend.


On the plus side, his private clients were like friends to him. He loved to chat with them, even though they often seemed busy with other things.


Robert's real friends were Pete and Mike. Mike had finally got married and wasn't around as much, so really Pete was Robert's friend. Pete called him Robbo. Most people called him Rob. His mother had called him Robert. He loved his mum and wished she was still alive.


The next day was not a good one. His boss called him to the office and talked harshly to him about being lazy. He said he did not want to have to talk to Rob about this again. His boss had an idea that Robert spent too much time chatting and not enough time working. If Robert had been sharper then he might have pointed out that the work he did was physically demanding and so rests were needed. He might have pointed out that digging trenches in mid-September, when the ground is still hard, is especially tiring work. However, Robert did not think of these points and just came away feeling insecure and depressed.


After work he had a private client to go to and took the opportunity to share his woes with the lady there. She was sympathetic but not a solution. In the evening he had a takeaway and more beers than usual. That night he slept badly, his mind churning with worries and anger.


At some point in the early hours, before he woke, he had an especially vivid dream. He was struggling with a giant spade to do something that was not very clear. Then he saw his mother. He felt great relief that she was there. She looked at him and said ‘Ask Margaret.’ When Robert woke next morning, his one thought was to ask Margaret. Margaret was the lady who had recently bought and moved into the flat below his, but what was Robert supposed to ask her?


Margaret


At work that day he received a text from a private client saying not to come that afternoon because they would be away. Robert decided to take the opportunity to go down to Margaret and see if she could work out what he should ask her. He hardly knew Margaret but she seemed a tidy and stylish woman. She had short, white hair and was probably about as old as his mother would have been so, in Robert's mind, Margaret was already a person to be respected and trusted. They had exchanged greetings a couple of times but today he hoped to go further.


At around 5 pm, Robert knocked on Margaret's door. After a short while she opened the door, smiled, and said ‘Hello Robert. How are you today?’ Robert replied ‘I'm fine thank you Margaret, but I wonder if I could ask you a question.’ Margaret agreed and invited him in. Her living room was tidy and surprisingly modern for someone of her age. She offered him a seat and then asked how she could help.


Robert's mind was unready. He said ‘Well, my mum said to ask you.’ Margaret raised an eyebrow and replied ‘Ask me what?’ Robert replied ‘I don't know. She didn't say and she passed away nine years ago, so I can't ask.’ Margaret was silent for a few moments then said ‘I see. Perhaps it would be better if you started from the beginning.’ With this invitation Robert plunged into a description of his life and his current situation, including that he was depressed and worried about his job.


Eventually Margaret interrupted and summarised what he had told her. Then she said ‘I think it is obvious that your mother intended you to ask me what you should do.’ Robert felt a wave of relief. Yes that was it. Of course. Margaret said ‘I really don't know you very well and I'm not sure what to suggest but if you will give me two days to think then I will tell you if I can help at all. Now, would you like a cup of tea? They had tea together and talked about other things. Robert already felt the weight of his life lifting off his shoulders.


After Robert had gone back upstairs Margaret began to think. She wanted to help Robert. She had returned to England after her husband's death and, with no family to turn to, wanted to make friends. She had also planned to volunteer for a charity but it seemed she already had an opportunity to help someone in need.


The plan


Two days later, Robert returned from work to find a note had been pushed under his door. It was from Margaret inviting him to come down when he was ready. Because Robert had a private client to work for he did not reach Margaret until after 8 pm but she seemed perfectly relaxed and happy to see him. She offered a chair and some tea, and when the tea was ready she began to answer his question.


She said ‘Robert, you are tired, you feel you have no spare time, you have no savings, and you do not know how to get out of this situation. What we must do is find somewhere to start. If you can save a little money then you can stop one of your private clients and use the time and energy you save to make other improvements in your life. That's the key. Make changes that give you more ability to make more changes. Do you understand?’ Robert did not understand but Margaret seemed so intelligent that he was willing to do whatever she said.


Margaret then asked him many questions about his money and what he spent it on. Unlike Robert, she was very good at mental arithmetic. After 20 minutes of questioning she had calculated that he could drop a private client if he had one less can of beer each day, cancelled a magazine subscription he had forgotten about, and cut out two takeaways a week. She helped him decide which private client to drop.


Margaret's attention to detail was relentless. They discussed what he would eat instead of takeaways on each of the two days, what he would drink instead of beer, what exactly he would say to the private client, and the steps he would take to cancel the subscription. Margaret gave Robert a blue exercise book and a pen to write down every detail he would need to remember and to make a plan for the coming week. They agreed that Robert would give his private client three weeks' notice so that they could find someone else but that Robert and Margaret would meet each week to discuss progress and make more plans.


After the first week, Margaret established that Robert had spent the money he saved on a bottle of whisky and she explained sternly that the plan would not work if he did anything like that again. In the second and third weeks Robert stuck to the plan. Margaret suggested that he learned to cook some simple meals that were cheap and healthy in the time he would have available in the coming weeks due to dropping the private client. Robert never cooked, not even in simple ways, because his mother had always done it for him. Instead, he lived on takeaways and ready-cooked foods like pork pies and pasties.


The flat is revealed


A week later, Robert came down to Margaret's flat ready for a cooking lesson but she wanted to go up to his flat to do it. Robert was surprised and horrified. His flat was a mess and he did not want Margaret to see it. Despite his objections she insisted and on seeing his tiny kitchen she was not at all surprised or critical. Robert was relieved.


The smelly mess was exactly what she expected but Margaret also noticed that the flat was crammed with stuff. It looked like Robert was a hoarder but she soon saw that the stuff was mostly his late mother's. Margaret said nothing at that moment but her mind soon buzzed with more ideas for Robert.


Robert's free time in the next three weeks was taken up with cooking lessons and Robert gradually mastered three recipes. This allowed him to cut out another takeaway and save more money.


The next week they went shopping together. Margaret took him to a different supermarket and helped him choose suitable products (mostly own brands) and pack sizes. She pointed out how to find offers and explained when to use them. She showed him how to use tables of nutritional information to find healthier products. Robert found her attention to detail a little tiring but he wrote many things in his exercise book and tried to be a good student.


A bigger plan


After the shopping, Margaret explained how much money he was now saving each week and that he could afford to drop another private client if he wanted to. Robert was doubtful so Margaret revealed her further plans to improve his life.


‘Robert, please listen carefully because I have some important suggestions for you. First, I think you can get back a lot of energy if you are seen more as a gardener at work and less as a labourer. To do that you must learn more about gardening and show your boss that you have done so. You will also have to explain to him that you cannot manage doing only heavy work at your age but you are determined to be useful in other ways. Second, it is obvious that you are a lonely man and one reason you do not have more friends is that you cannot invite people to your home because it is so cluttered and smelly. I think a programme of clearing out and cleaning will transform your home and make you more confident about inviting people to visit you. To do all this you will need more time so that is why I recommend that you drop another private client.’


Robert was strangely quiet. These were big changes towards things he had long ago given up on. Could he really have more friends? Drinks at his flat? Games? Dinner parties? And the idea of being a gardener with knowledge and skills seemed even more ambitious and out of reach. He was daunted. He had enjoyed spending time with Margaret and, in his mind, she was now one of his few friends. He had started to think this was his new level, but Margaret was now raising the bar higher than he ever imagined.


Margaret looked at him kindly. By now she could almost read his mind. She said ‘You can do this Robert. Just take little steps, each making the next easier. Let's talk about how to start making space in your flat.’ Robert nodded and Margaret explained the overall plan and the first steps. She pointed to some easy ways to make a small amount of space and explained that this space would make it easier to sort through other things, such as his late mother's possessions.


By the end of their talk, Robert was ready to drop another private client and start decluttering and cleaning his flat. He had a detailed plan for the next two months. Learning more about gardening was also in the plan, with some initial tasks to do when he felt like them.


Dropping the private client and starting decluttering went smoothly. Learning about gardening started with him sitting down with Margaret and her laptop computer to work out what to learn and where to get the information. Margaret's reading speed and memory were awesome. Robert had realized a long time ago that Margaret was more intelligent than him and even than his dear mother, but sitting side by side looking at pages of information and videos brought home to him the huge intellectual gap between them. He felt even more grateful to have her help.


As Robert learned more about horticulture, he noticed gardening mistakes he had made with his private clients and increasingly realized how limited his work had been.


It was now early November and the weather suddenly turned cold. When Margaret came to see him that evening she noticed it was warm in Robert's flat. He was wearing just an old T shirt and joggers. Margaret asked, ‘What temperature do you set on the thermostat?’ Robert looked at her, confused. ‘The what?’ he replied. The heating in Robert's flat was provided by a small gas boiler and radiators. The landlord had these serviced annually and Robert had never changed any of the settings from those the engineer had chosen.


Margaret helped him find his energy bills and was a little shocked at how much he was paying annually. Over the next 20 minutes she (1) changed the schedule on his electronic thermostat so that the flat was cooler overall and not heated when he was out working, (2) turned down the output temperatures for the heating circuit and hot water, and (3) turned down the thermostatic radiator valves in his bedroom and spare room, which had been fully on. She explained what these controls did and let Robert try adjusting them himself. He took notes in his exercise book too. Margaret estimated he would save over £200 a year with these adjustments.


Margaret finished by helping Robert choose a thin jumper and a thick jumper to put over it. She explained that it was a lot more efficient to heat a person than their entire home.


Most of the winter was spent decluttering and cleaning his home. His bank account was looking good and he felt strangely more energetic and happier despite the winter weather. Without him noticing, his alcohol consumption had been reducing and his healthier diet (now almost no takeaways) was having an effect. He had a strong sense of hope for the future and that was another source of happiness.


His private client work stopped for two months during December and January so he had more time to devote to improvements. The flat was looking better each week and he had eventually parted with many of his mother's possessions. He gave away some of the old brown furniture and bought some more modern pieces secondhand. His landlord agreed it was time to redecorate but would not say when it would happen so, for the time being, Robert just had to wait.


Robert also did some odd jobs for Margaret and often fetched her things from the shops when he was going.


Robert spent most of Christmas day with Margaret and two of her other friends. They cooked dinner together and exchanged gifts. Margaret gave Robert warm slippers. Robert had chosen her a pot plant.


Spring approaches


All this time, Robert's knowledge of gardening had been increasing. With his job at stake and Margaret's brain to help him, he felt more motivated to learn than he had ever been. His brain buzzed with knowledge. At times he felt like he was bursting. When his boss at work talked about horticulture, Robert found for the first time that he could understand almost everything that was said.


In late February, Margaret told Robert it was time for a serious talk. In this talk they prepared the exact words Robert would use to ask his boss for a change to Robert's role at work. She made Robert rehearse them over and over again. With spring gardening tasks approaching, this was the critical time.


The next day at work, Robert was loading rubble into a skip when his boss came along to see how he was getting on. Robert took his opportunity. He asked if they could talk about his job and his boss said they could meet in his office when Robert had finished loading the rubble. An hour later Robert was sitting in front of his boss.


‘So, Rob, what did you want to talk about?’ asked his boss. Robert replied, using the words he had prepared, ‘I want to talk about changing the type of work I do so that I do more horticulture and less hard labour. I've worked here for over thirty years and I've always been a hard worker but I'm in my late 50s now and it's hard to keep that up. I want to stay here and want to be useful in different ways. I've been learning about horticulture and I would like to help out with more of the pruning, trimming, pest control, and transplanting of seedlings. Physically lighter work would make it easier for me to carry on.’


Robert's boss was silent and impassive for several seconds. In truth this was the most focused, intelligent, coherent thing he had ever heard Rob say and he was stunned. Then he said ‘So, you've been learning have you? Let's see what you know.’


He began quizzing Robert. At first the questions were easy and Robert answered correctly without delays. His boss smiled and started to think of harder questions. Robert did not know all the answers but he knew most. His boss smiled more and teased Robert with the most obscure questions he could think of. Robert thought the quiz was going badly but eventually his boss stopped and said ‘Rob, I'm impressed. You've really learned a lot and I agree with your idea. Come to me tomorrow at 8 am and I'll start you on some indoor planting. You'll need coaching of course, but you seem determined to learn so let's do it.’


After that, work was never the same. Robert still did some tiring work but now his days also included lighter work that was more absorbing and less painful. The tiring work was shared out over more team members. Margaret was delighted at this progress.


She was also delighted with the fruit and vegetables Robert occasionally brought home from work to share with her. The garden where he worked produced some food but if it was imperfect the owners did not want it and most of the year the owners were not there anyway. The gardeners took the produce home as a perk. Now that Robert was looking after the fruit and vegetables instead of just digging and carrying he got a share of the bounty.


Pete's reaction


Most weeks, Robert met his friend Pete in the pub on a Thursday evening. Occasionally they went back to Robert's flat to watch sport on TV or play cards. That had not happened for a few months because Robert had been reluctant to let Pete see the changes in Robert's life. He also had not mentioned Margaret, worried perhaps that Pete might tease him for being told what to do by an old woman.


But, eventually, Robert decided the time had come to let Pete in on the secret. Robert knew that alcohol in a pub is expensive and, as he was drinking little alcohol by early March, he suggested to Pete that they skip the pub and that Pete should come to Robert's flat for dinner. Robert would cook them a pasta dish. Pete was confused. ‘Cook? You?’ he asked. Robert just nodded. Pete shook his head slowly in disbelief but agreed to the plan.


When next Thursday arrived, Pete was only a few minutes late. As he entered Robert's living room he stopped and stared. He remembered Robert's flat as being like the home of a teenage superhoarder – all pizza boxes and stacks of newspapers, bric-a-brac, and old furniture. Now, although it needed redecoration, it was spacious and clean, with modern furniture and more attractive lighting. Pete himself was no style guru but even he could see there had been a transformation, even if he could not analyse the differences. ‘Bloody hell Robbo! What have you done?’ he blurted. ‘A bit of tidying.’ replied Robert. ‘Sit yourself down while I cook.’


Pete wandered into the kitchen still dazed. He looked around with his mouth hanging open, then walked out and sat down in the living room to wait. After a simple meal of pasta with bolognese, Pete managed to speak again. ‘Thanks mate. That was good. What kind of mince was it? Robert replied ‘Not Meat. It was Not Meat mince.’ Pete looked baffled. ‘What do you mean, not meat?’ Robert explained ‘It's a high-protein, plant-based mince and the brand name is Not Meat. I mix it up with some sauce, onion, and other things to flavour it. It's less than half the price of beef, safer to cook with, and there are never any stinky smells.’


Pete's forehead creased as he struggled to understand. ‘Where is this coming from mate?’ Robert decided it was time to explain everything. He told Pete about Margaret and what a brilliant guide she had been, finding a way to turn his life around when it seemed he had nothing left and no way forward. Pete was kinder than Robert had feared. He said how impressed he was and that Margaret must be an amazing person. He asked Robert if he would pass on some of this great advice.


Cheryl


In June something happened that changed Robert's life profoundly. He was walking towards his flat with still 100 metres to go when he saw a woman ahead stumble and fall over. Her shopping bags fell to the ground. Goods spilled out across the pavement and into the road. Robert rushed forward to help her. At first he just focused on picking things from the road and collecting them together on the pavement but then he looked more closely at the woman to check she was not badly hurt. It seemed she was shaken but not injured and he recognized her as the woman who had moved in recently a few doors down. She was probably about his age, very plain, and slightly overweight. She winced with pain as she tried to get up so Robert helped her up as best he could. Then he helped put things back in her shopping bags.


‘Are you OK?’ he asked. She said she was and told him her name was Cheryl. Robert replied ‘I'm Robert. I live in that flat over there. I saw you move in a couple of weeks ago. Can I help you carry these things home, just to make sure you're OK?’ Cheryl agreed and a few minutes later Robert was in her flat enjoying a cup of tea.


Cheryl was a widow renting her flat and currently had no job. She was looking for something in cleaning or catering. She had no children but did have a sister in Australia. Robert understood very well that Cheryl was alone and might appreciate some company. He asked her if she would like to join him for dinner one day that week and she agreed. She had a friendly smile.


As he walked home, Robert realized that he would never have made such an invitation with his flat as it was. Those months of effort were now paying off. It was also much easier to be generous and friendly when your own life was in good shape. Later that evening he told Margaret, who was happy. She told Robert very directly that he should make time to get to know Cheryl and not to worry about neglecting Margaret.


Over the next few weeks, Robert's friendship with Cheryl strengthened. They had a lot in common and made good companions. Theirs was not a romance and physical intimacy was never a possibility. Robert had no feelings like that and Cheryl seemed content with companionship. In August they decided to move in together, sharing Robert's flat. They planned to get twin beds but at first shared her double bed, which they moved into his flat. Although they were fond of each other and sometimes cuddled, there was no sex, and they decided there was no need for twin beds. Cheryl gave up her own flat.


Robert and Cheryl were happier and more contented together but also lived more easily and economically, sharing the chores and expenses. Cheryl found paid work. Their savings grew and they had more fun. They also spent time with Margaret and Pete. It was obvious to everyone that Margaret had become a sort of second mother to Robert. As the years rolled by they were happy to look after Margaret when she needed it.


Nobody lives happily every after, not literally, but they enjoyed their final decades more than they would have without Margaret's advice to Robert and that spiral of improvement.


Observations on Story 1


In this story, Robert's quality of life is radically improved. He becomes less lonely, less tired, less depressed, and healthier. At the same time his financial situation improves and he slightly cuts his use of real resources, especially energy and packaging. He spends less trying to make himself feel happier. He has a little more time for play and to cope with the unexpected. Work is shared more equally at his place of employment. The impact for the real economy is good even though Robert's pay and expenditure both reduce, making the usual money-oriented economic indicators look worse.


Robert's opportunities to live more sustainably are limited because he cannot easily change his job (due to low ability) and does not own his own home. Many of us face similar restrictions but even the small adjustments help Robert.


To accomplish these changes, Robert needs guidance from someone with good planning ability. This illustrates the importance of knowledge and the flow of good ideas for change.


Story 2: A team under pressure


If you lived in a council house in the city of Nauton Bay and needed a repair done then you called a number and someone came out to fix the problem. To be more precise, someone might eventually come out and might fix the problem. Rowena, the manager of the repairs team, was doing her best to make repairs quicker and more reliable but was buckling under the pressure.


Rowena


Rowena had taken on the job almost two years ago full of hope. One of her first discoveries was that the Performance Report was a pack of lies. The time really taken to fix problems on average was much longer than had been reported. Despite that discovery, all her efforts to improve performance had failed and repair times had gradually lengthened.


To make matters worse, many readers of the Performance Report did not remember that it had been corrected and redesigned by Rowena and so thought that performance had sharply worsened since she took over.


For months, Rowena had been building a case for hiring more tradespeople but, although she thought the case was strong, it had been turned down. She was told she would just have to do the best she could with the people she had.


Her other big idea had been a new computer system with an app used by the team that would track everything, efficiently schedule work, and handle communications with tenants. She had spent months researching alternatives, talking to companies, and building a business case for the investment. This idea had also been rejected as too expensive.


A major part of the problem seemed to be awkward people. Her tradespeople – the guys – could be difficult. Rowena was not a plumber or electrician and she suspected that when the guys gave her explanations for delays they took advantage of her lack of technical knowledge. She also had to deal with several complaints each week from tenants, some of which were ridiculous. Then there were the council officers and councillors with their endless complaints and questions. Her days were spent – no, wasted – replying to emails and attending meetings to discuss performance instead of working on ways to improve it. Her boss was more interested in arranging golf matches and holidays than helping her.


Then just last week two of her best tradesmen had resigned to go to jobs elsewhere. Rowena had only two weeks left to find replacements and so far had interviewed six people, all slightly under-qualified for the jobs or unsuitable for other reasons. This latest setback had yet to affect average repair times but it would, very soon.


Then there was this complaint from an unnamed tenant about an unnamed member of her team alleging inappropriate sexual advances. She had heard about it a few days ago from the legal team. This could get nasty. There had been that case last year when a tenant's dog bit one of her plumbers but it was the tenant who complained. Even though this would be dealt with by the City's legal team there would, inevitably, be many emails and meetings that demanded her attention, and she might have to replace a team member.


Overall, the situation was desperate and so was Rowena. She was exhausted from overwork and emotional stress.


These gloomy thoughts plodded through Rowena's mind as she sat at her desk, too late in the evening, wondering if she had the energy to go home. She sighed, switched off her equipment, and wearily stood to leave.


That evening her husband, Damian, did his best to comfort her but it was difficult. There was nothing he could do and nothing he could suggest. The situation looked hopeless and his main thought was that Rowena should try to get a job elsewhere.


Rowena and Damian were right for each other but the last year had been bleak. Rowena was often preoccupied and moody. Romance had taken a back seat and Damian was more often a therapist than a lover. Damian was a patient man and supportive to Rowena. He had suggested she look for another job but understood her fierce determination to overcome the problems she faced, even though it looked hopeless.


Spreadsheet Boy


The next morning, Rowena was in the office early to read the latest emails on the sexual advances case. She switched on and saw an email from the Chief Executive of the council hoping she had not forgotten that Andrew, his nephew, would be coming into the office on Monday for his week of work experience with the team. Andrew was in the sixth form at a local school and, apparently, looking forward to it. Rowena had forgotten all about this, or perhaps was never told, or had repressed the memory because the idea of having to look after some kid was too awful to bear. She wrote back saying dishonestly that she looked forward to meeting him.


The rest of the week was a grind of getting nowhere and dreading every day. On Monday she had again forgotten about Andrew and was initially puzzled when she received a call saying he was in reception and waiting to be collected. Then she remembered, inwardly swore, and said ‘Great, thanks. I'll be right down.’


Andrew seemed a little nerdy and was dressed in a white shirt and black trousers. He did not look her in the eye and seemed anxious. Rowena's plan was to get rid of him as soon as possible so she took him to the team's base to find a tradesman to pair him with. She found Sandy, one of the plumbers, and left Andrew with him, suggesting that Andrew call her at the end of the day to say how it had gone. She then forgot about Andrew and went back to her office to consider the difference between suggestive language and ambiguous language.


At around 5 pm she received a phone call from Andrew who said ‘Hi Rowena. It's Andy. The school kid.’ Rowena replied ‘Yes, Andrew. How did it go today?’ She did not know what she expected but was certain that his answer was not it. ‘It was interesting. Very interesting. We actually only fixed two plumbing problems today because each time we arrived it turned out we had to go back to base to get a part. Look, it seemed to me that these were physically small parts needed on many jobs and should have been in the van already, just in case. Do you have a computer system that tracks part stocks that I could use to work out the most often required parts?’ Rowena told him to come to her office the next day and she would work something out.


A breakthrough?


On Tuesday morning Andrew was in reception when she arrived and seemed intent on his mission. She did not have a user ID for him to access the computer system but offered to download what he needed. It took a few minutes to find the tables that would help and Andrew then produced a memory stick and asked her to put ‘csv files’ on it. This was probably against the council's security policies but what the heck. Rowena was past caring. Andrew then produced a laptop from his bag and started work immediately, with his computer literally on his lap. ‘Do you want somewhere more comfortable to work?’ asked Rowena but Andrew completely ignored her.


Andrew's face was calm, impassive, but his fingers flew across the keyboard. Rowena watched him for a minute but nothing changed, so she started her other work. Shortly after 10 am, Andrew suddenly said ‘Got it. Yes. That's it.’ He looked up smiling. Rowena asked ‘What is it Andrew?’ He replied ‘You can call me Andy, and what I've got is an estimate for the number of wasted journeys.’


Andy explained that the tradespeople had part stocks in their vans that they topped up from time to time. Rowena knew this. The vans were fitted with storage boxes for just this purpose. By looking at the number of parts taken and the time of day, Andy said he could separate stock replenishment from one-off part withdrawals done in response to individual jobs, like the two he had seen the day before.


Andy estimated that across the 11 vans up to 56 trips a week could be avoided on average, if no special trips for parts were needed, and that all the guys would benefit. Andy then showed her that some parts were needed much more often than others. Even if one could not predict exactly what was needed on a given day, it should still be possible to carry stock that would deal with most jobs on most days. This had not been happening.


Rowena was stunned. How had she not seen this? She had asked about this issue but been told the guys knew what they were doing and there was no way to improve. The parts needed were different every day and there was no way to predict them, they said. In less than two hours a schoolboy had proved them wrong.


Almost as quickly she realized she had a new problem: how to get the vans properly replenished consistently. The guys would not like it. Probably they would try to fob her off. She asked Andy ‘But how can we get them to replenish consistently?’ Andy thought for a few seconds then said ‘Well, we should do it incrementally. That's how it's done on modern IT projects. We could do one van at a time. Why don't I start with Sandy tomorrow? I'll work out some likely plumbing stocks and go through them with him. What I don't know is how to separate plumbing parts from electricals, window repairs, carpentry, and so on. I also don't know how big some of the items are. Obviously it's easier to carry lots of small things. Sandy could help, then we could try it for a couple of days. Just give me two hours and I'll make a spreadsheet, maybe with some VBA. Leave it with me.’


Rowena was about to tell Andy that she would leave it with him when she realized that he was not waiting for her. He was already working and completely oblivious. She messaged Sandy to make sure he would be at the depot and able to spend time with Andy the next morning. Then she went back to trying to hire a plumber and a window repairer.


On Wednesday Rowena completely forgot about Andy as another frustrating day unfolded. Her boss wanted a progress report from her to include in his overall progress report and said ‘Don't make it all negative like last month!’ Rowena thought about just how negative she really wanted to be then spent two hours trying to find words that were not lies but not the whole truth either.


Later she got an email explaining that the legal team could not tell her which of her team was accused of inappropriate sexual advances but could she help them arrange a meeting to talk with Josh Parker, one of her electricians? It instructed her not to discuss the case with anyone. Rowena knew Josh was young, single, and very particular about his appearance. Him flirting with a customer did not seem outlandish and this gave her a bad feeling.


On Thursday morning, Andy was waiting for her. She hoped he had good news and he did. The previous day had gone well. Sandy had been confused and dismissive at first but had realized that stocking the van was like betting on sports, which he knew a lot about. Smaller parts were like cheaper bets. The idea wasn't to predict parts perfectly; it was just to win on average, in the long run. It had taken them half an hour to decide on the best stock levels for a plumber's van, based on the average frequency of use and part size. Another twenty minutes had been needed to pick the extra parts and stow them in the van in an orderly way.


All this meant they set off nearly an hour behind schedule but by the end of the day they had not had to return to the depot once for parts and had completed four jobs. Sandy felt his bets had been good ones and was positive. Andy had pointed out that by simply listing the parts used during the day they had Sandy's pick list for the next morning.


Lunch and sunshine through the clouds


Rowena felt something she had not felt for many months: hope. She said ‘Andy, this is great. I'll give you a glowing report for your school. But, you are only with me for today and tomorrow. Is that long enough to make this happen in future?’ Andy explained that he could show her how to do the analysis herself and that he had already written some instructions for her. Then he said ‘On Tuesday when you were elsewhere I made some notes on other things that might be worth looking into. I'll talk you through them.’


The rest of the morning was almost overwhelming and she forgot everything else she had been doing. Sandy's stock profile could be used by the other plumbers. The other trades could each make their own. There was also the possibility of using facts about the upcoming jobs to make special picks likely to be needed. Andy also suggested looking for where tenants had raised the same problem repeatedly, suggesting that the fix made had been temporary and a proper job might be needed. Then there was route planning, checking for appointments cancelled by tenants, and appointments cancelled because the tenant was not in when the tradesman called.


Rowena was excited by the possibilities but stressed by the thought of the work that would be needed from her to do it all. Already she was doing stupid hours and exhausted. How could she do all this? Andy insisted on being taken out to lunch, saying he had earned it. Rowena could not disagree and as they sat in a nearby restaurant waiting for their food to arrive she began to feel slightly calmer.


A thought came to her. She did not have time to do all this but what if Sandy could get the other plumbers to start stocking their vans better? Initially she had assumed that Sandy would just get more fixes done and she would somehow talk to the other plumbers. But, what if she told Sandy to prioritize getting his colleagues to stock their vans better instead? He would still probably get more jobs done than before and he would be spreading the improvement to the other plumbers.


An odd feeling went through her as a bigger idea formed in her mind. What if some of the time saved by getting the plumbers working better could be used to spread the idea to the other trades? Just repeat the process. Producing the frequency analysis was easy now Andy had shown her how. It took only a few minutes and anyway the one he had done would be good enough for weeks to come.


And what if there was an improvement overall and she started to get less hassle from above? Might she then have time herself to do some analytics? It wasn't her skill set but how hard could it be? If she could just get a little more time in her life, maybe she could bootstrap herself out of this nightmare.


She explained this thinking to Andy who nodded and said ‘Right. It's the classic improvement spiral. H squared. A Happy Helix. We did it in GCSE Sustainability. Actually I think we did it in year 8.’ Rowena replied ‘Really? That's amazing. School has changed hasn't it! By the way, what A levels are you doing?’ Andy answered ‘I'm doing Analytics and Applied Mathematics. That's why I could help you this week. I'm also doing Chemistry, and I'm doing Sustainable Technology. It's actually really interesting.’


Andy continued, ‘That reminds me of something I wanted to say to you. On our Analytics course they go on and on about how you can't do analytics at a desk from data alone. You have to go out and see things with your own eyes if you can. Talk to people doing the work and cycle round between data and personal experiences. Here, you spend your time in your office at the City Council headquarters, not the depot the guys use as a base. You should get out with them and experience it for yourself.’


Rowena laughed, ‘Oh Andy. You sweet summer child. When would I have time to spend a whole day doing that?’ Andy replied ‘Probably later this summer. Look, if you do what you've told me then I think your repair time stats are going to look better and the trend will be good. Your boss will hassle you less. The guys will be more motivated and helpful – not always finding ways to fool you. You might even get some financial support for bigger improvements.’


Although Andy had just confirmed some of her own thoughts, Rowena was slightly taken aback by his confidence and annoyed at the idea that her guys were trying to fool her. Then a thought crossed her mind and she asked suspiciously ‘Are you a good student? What are you predicted for your Analytics A level?’ Even before she had finished asking the question she felt the answer coming and, as she suspected, his predictions were for A stars across the board.


After lunch, Rowena fired off a message to Sandy thanking him for helping Andy and telling him she wanted him to get the other plumbers using the new van stock profile. He was to tackle them one by one and check they were replenishing correctly each day. He was not to worry about the time it took because more time would be saved very quickly. Andy would be with him for Friday and would also ask people about some other issues they might try to solve.


After Andy


Friday went quickly. Rowena's day in the office was not much better than usual but at least she had hope. The phone report from Sandy and Andy was good. She went to the depot late in the afternoon and said goodbye to Andy, wishing him good luck in the future. That evening, Rowena's husband noticed the change in her and she told him the story and the plan. He was cautiously optimistic.


The repair time stats did not get worse that month, even though she was still down two tradesmen. Rowena explained to her boss, and anyone else who asked, what her team was doing differently. The month after there was a definite improvement. Rowena's boss seemed like a different person. No longer nagging. Now he seemed relaxed and writing a progress report for him took two minutes.


The sexual advances case went away after the legal department found out that the complainant had a history of similar complaints against council workers and possibly other people. When they confronted her with this knowledge, and the fact that Josh Parker was gay, she had backed down. In the end there was little for Rowena to do.


All this was welcome and allowed Rowena to think about other possible improvements. She worked through Andy's ideas and some of her own. She also spent half days at the depot and riding with the guys to get ideas and explore possibilities. Several of the guys became friends and the atmosphere improved. Some of them had ideas she had not considered. Some quite liked taking a break from repair visits to work on improvement ideas and Rowena encouraged this provided it was agreed by her in advance.


Rowena had thought that analytical work might not be too hard but found that often it was. Happily, she was able to bring back Andy for two months over summer before he went to university. She asked her boss for permission to do this, expecting him to refuse, but all he said was ‘Great idea. Email HR to tell them what you want to do and copy me in. Any problems, let me know and I'll push them.’ Andy was happy to return and performed his usual analytical witchcraft.


Repair times continued to fall as did costs and Rowena never did need to replace the two lost people. The following year she asked for funding for a new computer system that would improve communication with tenants and reduce the percentage of visits cancelled due to the tenant being out. This was agreed with no delays or quibbles.


Damian and Rowena started to enjoy life more and their romance was rekindled. Damian felt she was well worth waiting for. They started to talk about having children.


The following year the City Council's policy of adopting electric vehicles led to Rowena's team getting new electric vans and a row of powerful chargers at the base. Now there was no need to stop for occasional fill ups. Batteries were recharged overnight. Fuel and other vehicle costs came down. The changeover was not too stressful because Rowena had retained enough slack resource to cope with changes like this.


Rowena's team also had an important input into a new initiative by the Council. The idea was to equip council houses with heat pumps that also provided mechanical ventilation and heat recovery. This was to reduce problems with mould and enable improved wall insulation and draft proofing. While Rowena's team did not install the new equipment, the team did help identify the properties most in need of it and gave advice on maintenance issues to consider.


Back in the days when the team had been overstretched and failing it would have been impossible to support change initiatives like this. Now it was an interesting break from routine and a chance to be pioneers again.


Observations on Story 2


As a result of this improvement spiral, Rowena's quality of life is greatly improved. Her boss and several of her team also enjoy life more and their customers get their homes fixed more quickly. Resource consumption is reduced and the team keeps resources available to make further changes, such as moving to electric vehicles.


Once again, finding the initial wiggle room is the crucial first step.


Andy's brain power is important but so too is the real economic education he has received at school. Things are obvious to Andy that are new to Rowena.


Story 3: An island nation


Deep in thought


Tonot and Mariss walked, hand in hand, along the beach, enjoying the afternoon summer sun and a soft breeze. This was the best time of year on the island home of the Takkernat people. There was much work to do but the weather was pleasant and food was not an urgent worry. Tonot and Mariss were the unofficial leaders of their community of around 200 people, isolated from the rest of the world by the ocean. This stretched so far that they had not been visited by any other people for the many generations since their ancestors had landed on the island.


A loving couple for more than 20 years and respected by everyone, Tonot and Mariss should have been happy and carefree, but they were not. Both were thinking about the gradually worsening situation of their community. Although they were not its official leaders, they were the ones who knew how to count and do arithmetic. They kept the calendar. They measured food stocks and oversaw sharing of food when some families struggled. Thanks to them and their predecessors, nobody had died directly from starvation in all the time that the Takkernat people had been on the island. However, most were thin and sometimes weak to the point where they were vulnerable to illnesses and the cold in winter.


According to the history passed down by word of mouth, the Takkernat had originally lived far away but had been forced by war to escape in large, ocean-going canoes, taking their belongings and animals with them. In the long journey across the sea many people and all the animals were lost but the survivors eventually reached an island with no human inhabitants. It had trees, fresh water, sandy beaches, a sheltered bay, a mountain, and animals large enough to eat. It took two days to walk to the far side and almost a week to walk all around the coastline. It seemed a paradise at first and the 500 people who reached it were happy.


An early setback was the discovery that many of the seeds they had brought with them had been spoiled. However, the peas thrived and they found a tuber that grew on the island, was easy to cultivate, and was extremely nutritious. The great canoes were hauled out of the water and stored upside down to provide the first robust shelter. The island had wooded areas where some of the trees produced nuts that were good to eat and easy to harvest. The trees were also a good source of wood for building shelters and boats. The first 30 years were happy and it seemed the people were saved.


However, subsequent winters were a little harder and the people had to do more to gather food before winter. The Takkernat realized they had cut down too many trees near their settlement in their efforts to make land for crops and for wood. They restricted tree cutting and completely banned felling of the nut trees that provided so much useful food for winter. Shelters were increasingly made of stone.


Then calamity struck. They found that the nut trees became less productive and began to die. It seemed they needed other trees around them to survive and thrive. Within two more decades the nearest woods were an hour away from the main settlement.


The people felt committed to their existing settlement, with its many stone-built homes, the bay, the wells, and the fields cleared of the rocks and stones that naturally were scattered over the land. There was nowhere better on the island but still the lack of convenient wood and the reduced supply of nuts were major problems.


The stones and rocks removed to make cultivation easier were piled into high towers that came to have a religious significance and the largest were given names. Later they were built to mark the burial places of important community members. Takkernat culture emphasized ancestors, believed to exist now as spirits. The tradition was to honour ancestors but some Takkernats now grumbled that the ancestors had got them into a mess by ruining the land.


The last winter had been the worst Tonot and Mariss could remember. The nut harvest had been poor, the peas had been affected by a parasite, and the winter had been unusually harsh. Desperate for food, some of the fishermen had started fishing too early in the season, while the weather was still dangerous. One day some had gone out in strong winds that then got stronger. Three young men were lost that day. This was a terrible blow and everyone was sad, but Tonot and Mariss had also calculated the practical impact for the community of losing three expert fishermen in their prime. Fortunately, their canoe was washed up on the coast the next day and recovered.


The problem that left Tonot and Mariss silent and thoughtful, not for the first time, was food. How to feed the community? The main sources of food were the sea, the woods and their nuts, and the tubers and peas grown nearer the settlements in the fields cleared of stones. The cold, windy winters stopped growth of the peas and tubers, fishing by boat in winter was also too dangerous most of the time, and the large, edible rodents that could be snared through most of the year became harder to find. Through winter, the Takkernats huddled together in their homes, mostly sleeping, conserving energy and food as much as possible. It was almost hibernation. To become active too early risked running out of food.


A revelation


Tonot and Mariss turned and walked back towards their home through the fields and stone towers. They passed the homes of many of their friends. As they passed their neighbour's home they noticed a patch next to it where the crops were larger than usual. Mariss said ‘Those are doing well again.’ Tonot replied ‘Yes, I wonder what their secret is.’ Mariss said ‘I asked them last year and they said they didn't know. They do the same as everyone else.’


At that moment, a gust of wind blew Mariss's hair over her face. They both laughed, then looked back at the thriving crops and had the same thought. ‘It's the shelter of this building!’ said Mariss. Tonot replied immediately ‘Yes, that's what I was thinking. I love you. But how does that work and how can we use it?’ They walked home, once again deep in thought.


They had four surviving children aged between 7 and 18 years so it was not possible to talk about crops until later in the evening. However, by the time they were ready to sleep they had developed an exciting idea. They envisioned a grid of high stone walls across the fields to provide shelter and sun traps. The hope was that these would extend the growing season, making it start earlier and finish later. More food could be grown and the Takkernats could be active for longer each year. This was a good idea. A big idea.


But, the next morning, they began to see problems with it. How would people find time to build such walls while busy with summer tasks? Where would the stones come from for the walls? What if this did not work? Tonot had a guilty thought: What if they just took stones from the sacred towers? He explained this idea to Mariss, apologizing for his heresy. She looked at him very directly and said ‘I think this is an idea put into your head by the spirits of our ancestors. It is their will. It is what we should do.’


Tonot thought that perhaps it was. He had not been aware of any spirits when he had the idea but perhaps they had directed him. Mariss too was not sure if spirits had been involved. However, the advantage of using the stones so conveniently to hand to save her children and their community from future starvation persuaded her that it did not matter what was true. This was something they should do.


The meeting


For the rest of that day and the next, Tonot and Mariss kept having to pause work to check new ideas. They stood in different places near buildings, trying to feel the strength of the wind and the temperature. They wanted to understand how far the shelter extended and whether the difference was just less wind or higher temperatures. They also estimated the quantities of rock available and needed, began to choose places for the walls, and to decide their orientation.


At the end of the second day they were ready to share their thinking with the rest of the community and visited all the main families to invite them to a meeting the next day. They said nothing about their idea and instead just said they had something very important to say.


The settlement had a regular meeting place surrounded by the ancient canoes. It had a small grassy mound on which a person could stand to be seen and heard by everyone else. At the appointed time, prompted by Tonot blowing a horn loudly, people began to arrive. There was at least one person from nearly every family.


Tonot began by welcoming everyone and thanking them for coming along. He explained that he and Mariss had been thinking about the community's situation and were concerned for the long term. He described their situation, referred to the friends lost at sea that winter, and asked if people shared their concern for the future. They did. Even some of the children were nodding.


Mariss took over to explain the idea of building walls and why they thought it would help. She described it as something given to them by their ancestors. She explained that it would not be possible to build all the walls in the first year but that each wall built would mean more food for the winter and more ability to build further walls in future. Someone said ‘I understand, but we are so busy during the summer and especially the autumn. How can we find any time to build walls? How can we get started?’


This was one of the most difficult problems that Tonot and Mariss had wrestled with. Tonot took over the explanation. He said ‘That is a good question and one we have thought about a lot. As a community we must free up time and energy to build the walls of warmth. I believe the ancestors are supportive of this idea. Their spirits have told us that we must use the stones and rocks from the towers to build the walls. That will make the work much easier. They have also said that building the walls is a homage to them and that on days when we are building walls we need not perform the usual daily worship or make offerings of food.’ Someone grumbled that it was about time the ancestors did something right and this sounded like a start.


Tonot continued, ‘Furthermore, our first act will be to plant tubers in the shelter of every home and every tower. This will take little time and should show the benefit of sheltered planting as well as giving more food this year.’ At this idea many people nodded. For many people, the shelter of their homes was a warm place to rest and they did not want to give it up, but food was more important and they could still leave a small place to sit.


Mariss added, ‘These ideas will help us get started but we need more. Please, everyone, think of ways we can save time, save food, and give ourselves just a little more to work with.’ Someone called out ‘Keeping the rodents out of my larder would be a start. I don't know how much food I lose each year to those damn critters.’ Someone else said ‘What are you talking about? It's easy to keep them out. Surely nobody loses food that way!’ The first person angrily retorted ‘Well I just told you we lose food. Are you deaf or stupid?’


Mariss interrupted this growing row saying ‘Quiet please. Stop arguing you two. Please listen everyone. The rodents are a continuing problem so if you have lost food to them in any way then please let me know. If you know ways to keep the rodents off our food then also come to me and let's see if we can cut those food losses this year. I'd rather eat the critters than have them eat our food!’ There was some laughter and the tension was eased.


By the end of the meeting there was general agreement to at least start planting in the shelter of homes and to begin planning the walls in detail.


The first year


Over the next two weeks most people planted crops in the shelter of their own homes. It was agreed that tubers were a better bet than peas because, even if a full crop could not be achieved before winter, the tubers would grow below ground and have a head start the next spring. In contrast, the peas would just die in the cold and any extra growth would be wasted. Some planting in the shelter of towers was also done.


The ideal lines for walls cut across the fields owned by some people so Tonot and Mariss were involved in negotiations to reallocate space. They did calculations to ensure that nobody lost out.


Autumn was the busiest time because this was when most harvesting was done and nuts were collected. Therefore, a huge effort was made to build the first sections of wall before autumn. More people learned the skill of laying rocks and stones to make a safe wall and this increased the resources available for wall building.


Some people promised others a share of their extra food in return for help with wall building. Tonot and Mariss were often involved in the negotiations to keep things fair and get the best allocation of effort across the whole community.


Within a few weeks there were positive signs from this plan. The growth of plants in the shelter of homes was visibly faster than elsewhere. More and more people began to understand that the warmth they could feel was helping the plants.


Towards the end of autumn it was clear that sheltered crops continued to be productive a full month longer than usual. Food stores were larger and losses to rodents had been lower. Luckily the nut crop was unusually good that year.


The next year


Towards the end of winter, Tonot and Mariss carefully monitored food stocks and decided it would be safe to begin extending the walls even though it was still too early for planting. Later, they started planting for the new season much earlier in the sheltered areas.


Throughout the year, progress continued with the walls. The layout and designs were modified in many ways to make them easier to build, adjust the spacing, and provide gaps in the walls without reducing the shelter. It became clear that the total quantity of rocks and stones needed for the full scheme was more than the towers could provide but there was more material further away. It was decided to use the towers fully before moving to other sources.


Someone suggested they try planting trees again. This had been tried many times but without success. If nuts or seedlings were planted near the existing woods then the rodents and other animals ate and killed them. On the other hand, if seedlings were in protected areas near the settlement, the stronger winds led to slow growth. The new plan was to grow young trees in sheltered areas with rodent protection until they were large enough to transplant to the woods. A test of this idea was made.


By the end of the year, food stocks were better than for generations and everyone was happy and enthusiastic to build more walls.


Further developments


The scheme to cultivate tree seedlings proved a success and over the next decade a new plantation was created where a wood had previously stood, much closer to the settlement. They also began planting trees in their final intended positions but with a protective wall and netting. This freed space for growing food nearer the settlement.


One year was particularly warm and dry, leading to some tubers and peas being short of water. The warmer growing areas in shelter and faster growth demanded more water. The Takkernat designed and built more water storage and diverted some water from a nearby river for irrigation. The work involved was possible because they had enough food to be active for nearly the whole year.


Another improvement was the development of heated sleeping platforms for the winter. This involved burning their precious fuel so that flue gases warmed a platform made from stone and baked mud on which the family sat or slept, wrapped in their warmest furs. Previously, when they had burned fuel, its heat had mostly gone up a chimney.


Tonot and Mariss taught all their children to count and do calculations, and also gave this knowledge to increasingly many in the community. Their youngest child eventually grew up to be the cleverest person in the community and was able to guide its continued progress. The 200 people grew to nearly 300 but numbers were kept under control because the people understood that their resources were limited. They knew that they must always have spare resources to make changes needed to adapt to setbacks and implement improvements, and they enjoyed having fun more often.


Observations on Story 3


This improvement spiral starts when two people notice an opportunity for change that helps reverse environmental damage their society has already done and turns them towards true sustainability. As in the previous stories, they must find a way to get started but they accelerate change as the improvements they implement give back quickly.


For the Takkernat, the change is a huge infrastructure investment but one they can make in increments that quickly yield real economic returns.


If their society measured its economy in money terms then they probably would have seen an increase in GDP overall, despite the reduction caused by cutting food losses to the rodents. The Takkernats end up doing more work but this is preferable to spending weeks in miserable semi-hibernation. Under less pressure, they also have more time for play.


 


Now the improvement spiral has been explained and illustrated, the next chapter goes back to look at decisions about changes in more detail, starting with decisions about lifestyles by consumers.



Chapter 7: Individual lifestyle choices


All the general real economic solutions apply to us as consumers but this section considers our choices in more detail. It explores the considerations driving our lifestyle choices, including some that we could think of as moral, and some specific ideas on lifestyle areas. The final section roughly quantifies differences consumer choices could make to the UK overall.


Overview of consumer decisions


As explained in Chapter 5, important considerations in consumer lifestyle decisions will be the resources required to operate the lifestyle and the quality of life resulting. We might also be concerned for sustainability and others in our society who are struggling.


The following sections further explore our reasons for consumption, good and bad, and reasons for restraint, with a focus on sharing real resources with others.


Reasons for consumption


Understanding possible reasons for consumption helps us separate worthwhile from other consumption and steer towards easier, better lives. Instead of bad reasons for consumption there are better ways to think that will typically result in a more efficient lifestyle. Here are observations on reasons for consumption.


Worthwhile consumption: Some of our consumption is worthwhile and efficient. We might have evaluated it carefully and correctly, but not necessarily.


Poor evaluation: Other consumption is not worthwhile and efficient but we do it anyway because we have not evaluated it correctly. Perhaps we did not think at all or our reasoning was flawed. Having more knowledge and taking a moment to use it could prevent wasteful consumption.


E.g. A retired couple spot an offer for cheap flights to an exotic holiday location. Thrilled, they buy tickets for just £200 and start to plan their holiday. The accommodation is more expensive than they would usually pay but the flights are cheap so they ignore this drawback.


Realizing they might never have the opportunity to go to this wonderful location again, they book themselves on many excursions and other treats. When they arrive at their holiday destination they feel obliged to try everything for the same reason. Soon they are exhausted and by the time they get home they have spent several thousand pounds, all because the flights were only £200 and they did not check the overall cost of the holiday before making bookings.


Ideas in circulation: Sometimes we do something without much thought simply because we are aware of the idea and do not think of something better. Maybe a friend did it or we saw it on the internet.


Social proof: Seeing many other people do something, especially friends or people like us, often makes the act seem a good idea. A new product can become popular quickly due to social proof before many people have experienced the product and learned of its drawbacks. It can help to understand the mechanism and limitations of social proof so that it is less misleading.


Manipulative advertising and selling: Products can seem more appealing because of messages cleverly designed to persuade us. These usually focus on the benefits of a product and say less about its cost, maintenance requirements, supplies needed, and other drawbacks. A rational analysis might reveal that the product is not worthwhile and efficient for a particular consumer but the advertiser or seller has done a biased analysis for the consumer, who simply adopts it.


We must be on guard constantly against these manipulative messages.


Social competition: Social competition can reverse the usual diminishing marginal utility of consumption. In a competition, the outcome often has little or no value unless we win. This means intense consumption needed to succeed can provide higher  marginal value, not the usual lower marginal value. The person might be competing with other top performers to get the biggest prizes or most adulation. Alternatively, the person might be near the bottom of a social group and fighting other stragglers to avoid being ostracized.


E.g. Mike and Sue's circle of friends take turns to host garden parties. Most of Mike and Sue's friends are richer than they are and the garden parties are becoming large and impressive. People have started to hire a big gazebo and have tables loaded with food and wine brought by professional caterers, who also provide waiting staff. Mike and Sue cannot easily afford this level of luxury but fear being seen as weak members of their social circle, hardly worth cultivating as friends, and likely to be left out.


Competitive social displays are a major driver of inefficient lifestyles. Supercars, this season's hot clothing, rhino horn shavings, a huge swimming pool at home, monster Christmas lights – these are all examples of consumption that makes no other sense. Are they inevitable expressions of human nature?


Some competition is probably inevitable but there could be changes in the behaviours used for competition. Could social customs change so much that the most prominent social displays are extravagant gifts to charity, achingly eco-friendly cars and houses, and low impact holidays? Most of us already see ultra-extravagant spending by celebrities as disgusting, so this shift would only be the extension of a typical attitude.


Also, one can demonstrate value as a friend in more direct and powerful ways than expensive consumption and following fashion. Show your ability and willingness to reciprocate mutual help and non-harm (the basis of real friendship) by taking an interest in the challenges people face, explaining yours, offering to help, asking for help, and building a track record of being supportive and grateful. Show kindness, consideration for others, and other aspects of social maturity.


People can decide they are not interested in pecking orders and reject unnecessary competition. Do you really want to be one of those people who is always trying to get one-up in conversations? Someone who is always talking about expensive, impressive things they have done, perhaps by complaining about problems they have that only rich, important people can have?


E.g. Josh is a brand conscious teenager and worries if he cannot get the right brand of trainer, backpack, T shirt, sunglasses, and so on. His parents have been forced to spend a lot to help him keep up. One day, he is with his mates when he is joined by Ben, who is a recent addition to Josh's social group. Ben is wearing the wrong trainers and another boy mocks him for it. Josh feels embarrassed by Ben's trainers but Ben simply says ‘Seriously? You're mocking me for having the wrong trainers?’ Ben looks the other boy in the eyes for a moment, then smiles and says ‘We're going to play football in the park, right? Let's go.’


In an instant, Ben has turned things around and made petty brand mockery look silly. Ben seems somehow more mature and impressive. Josh feels a wave of relief and plans to copy Ben if there is brand mockery in future.


Instead of trying to keep up with the latest style fashions for clothing, accessories, and interiors we can each choose a consistent, flattering look that suits us and has timeless elegance. Instead of constantly changing our appearance we can create a more consistent image that shifts only gradually.


Mementoes: Sometimes we want something to help us remember. Something beautifully designed might be bought simply as a reminder of what it looked like. An item or postcard might be bought as a souvenir. Usually, it is more efficient to take a photograph with your phone.


Retail therapy: This refers to shopping just to get a pleasant feeling from buying stuff and spending money. It might be reassuring to feel you have the ability to buy things you like and that might be solutions to problems in your life. In reality, buying things just proves you had the ability to buy them, before you spent that money.


Spending money is never a good thing in itself; what you get in return is what should be good. Think carefully about what you really need. If shopping is a social experience then do something less expensive with that friend.


Problem solving associations: Sometimes, without careful thought, we feel that a purchase would help solve a problem. For example, a person who wants a job might buy a smart outfit and a person who wants more friends might buy party decorations or bottles of alcoholic drinks. The purchase might not be a good solution but it seems to be in the general area and perhaps similar to past purchases that solved the problem.


As usual, it is better to think carefully and find real, more direct and effective solutions to your problems.


Addiction: Physiological or psychological addiction can be a powerful reason for persistent, wasteful consumption (e.g. of food, nicotine, alcohol, and social media). Break the pattern and establish better alternative behaviours.


 


Nearly all these reasons are bad but why should we bother to think differently? What would be better about exercising some restraint and consuming only for good reasons?


Reasons for restraint


When weighing alternatives in lifestyle decisions we might be influenced by purely selfish motives and by a desire to be good citizens. This section briefly discusses selfish reasons then reasons of good citizenship. Since the selfish reasons and sustainability have already been covered in some detail in previous chapters, this section focuses more on the issue of sharing real resources.


Many of us have made some lifestyle choices without really understanding the implications for the work we personally must do as a result. Perhaps we pondered the decision with money cost in mind and forgot other costs.


Now we find ourselves with cluttered homes and far too much to do. We are stressed and frequently feel out of control. Some of that is the result of decisions we made some time ago that we could, with an effort, revise now.


From a purely selfish point of view, considering the real economics of our choices is important and gives somewhat different answers to the money-focused approach. Real economic thinking counters the tendency for bad reasons for consumption to drive us towards a life more stressful and wasteful than necessary.


Real economics is also a useful perspective for considering our contribution as citizens. Here our lifestyle choices, including home, travel, holidays, eating, leisure activities, pets, antisocial behaviours, and occupation are all important.


As explained in Chapter 5, at any moment there is a roughly fixed supply of raw resources that is growing gradually on a trajectory largely unrelated to demand for specific products. That supply of raw resources is split between the various products demanded.


E.g. A person trained in engineering will later choose which specific products to engineer.


In this way, raw resources can be both increasing in the long term and roughly fixed in the short term. Crucially, if someone takes more then that leaves less for others, at least in the short term.


Without taking a moral position on this point, the fact is we compete for human work and other limited, scarce raw resources through our consumption of products.


E.g. If a person has a huge garden and hires a gardener to look after it once a week then that is labour someone else cannot buy.


E.g. If a person buys food for their dog then that uses food production resources that might instead have been used to feed people.


Financially wealthy people sometimes buy labour for things they do not really need, leaving less labour to do simple essentials for financially less wealthy people.


A wealthy person might think that, by spending their money on anything at all, they are spreading their wealth and giving employment to others, which is good. It is not good. In reality they are using up labour and other real resources, leaving less for more essential things for others. At the very least, the prices of other products will be pushed up, just a tiny bit, as others compete with the wealthy person’s spending power.


This is a clear insight from real economics on a point where thinking about just money can lead to the wrong conclusion.


In a market economy, expenditure by the wealthy on luxuries tends to increase the price of essentials for everyone, which is much more of a problem for those who are financially less wealthy. This effect is often indirect, diffuse, delayed, and near impossible to track but it must happen.


Since realizing this my choices have changed but whether you make changes is up to you.


The fact that we can afford something financially does not mean we should choose it. It might be bad for us individually; it might be bad for our society as a whole.


What consumption is needed? What is frivolous? What is somewhere in between? For individual decisions it is for the individual to decide but not entirely an arbitrary decision. What could you survive without if stranded on a desert island? Can you really need another expensive wristwatch if you already have a big collection? Of course there are cases where it is not clear if something is needed but there are also many cases where the answer is clear.


Although it is obvious, in principle, that we compete for human work and other limited real resources, in practice this can be hard to see and there are some apparent counterexamples. Also, the supply of many raw resources is not absolutely fixed and a few are not fixed even in the short term.


The effect of our consumption on how labour is distributed may take time to occur – perhaps years to affect career choices, the creation of training schemes, professional organizations, and so on.


E.g. Pubs in the UK survived for many decades as places for people to drink alcohol and smoke tobacco. Pubs profited from people with this double addiction.


However, as smoking and drinking have declined in popularity, and since smoking in pubs became illegal, many pubs have closed and others have become more like restaurants. This shift from serving harmful, addictive drugs to serving more sophisticated food still continues even years after the smoking ban came in.


There may also be cases where spending on frivolous luxuries leads to the development of technology and skill that then proves useful in providing more necessary support to everyone – though sometimes this is an illusion.


E.g. It is often thought that Formula 1 racing car technology transfers to ordinary road cars. In practice I suspect that, if there is any transfer at all, it is usually from the relatively much larger investment in ordinary vehicles to the relatively tiny racing teams. For example, teams have been using carbon fibre body parts for over 30 years but this technology was invented for aeroplanes and still has not become cheap enough for widespread use in ordinary cars.


These are minor exceptions to the normal pattern where real resources taken by one person are not available to others.


Being rich


Rich people are admired by some and reviled by others. Hatred of the rich is the most socially acceptable form of bigotry, though it is still bigotry. The following sections are not a defence of rich people. Instead, they explain why not all rich people are bad and how to be rich and a good person. (Note: I am not rich but not poor either.)


The distraction of monetary inequalities has already been discussed in Chapter 4. What matters more is the waste of real resources caused by wasteful, luxury consumption. People at most levels of wealth and income waste resources but, of course, those with a lot of money can waste much more.


Other mistaken ideas about the rich


One widespread mistake is to think that all wealthy people get their wealth by taking it from others and this is why some people struggle to consume enough for a happy life.


Wealth measured in the usual money terms is just ownership of assets and numbers in a bank account. The wealthy did get their wealth from others but not necessarily in a way that harmed those others. The rich person might have money from supporting enjoyable and necessary consumption by millions of people, and valuable assets due to creating and taking good care of them for others to use.


Another mistake is to think the rich must be ‘hoarding’ wealth.


This again confuses ownership of money and assets with consumption, including use of assets. Being wealthy is not in itself the problem. It is usually better if rich people spend less on their own consumption, rather than more.


E.g. If a wealthy person owns several homes and lets them to tenants then those tenants enjoy use of the homes. But if the wealthy person keeps those homes for their exclusive personal use then that is wasteful and greedy.


Another reason sometimes offered to justify hating all rich people is that they have too much control. They do have more control than others. Their money allows them to make things happen. Their ownership of valuable assets gives them more power.


However, this is only a problem if they misuse that power. If they got rich in a good way then they will probably continue with that behaviour and use their power wisely in a way that continues to help others. In contrast, it is a problem if, for example, they fund disinformation campaigns or terrorism, cause hardship for no good reason, or launch endless legal battles that frustrate democracy.


What can you do with riches?


What is the personal advantage of wealth if social pressure, the law, or your own sense of morality leads you to avoid frivolous consumption and continue doing useful work for others even though you do not need to? One might think that if you cannot spend the money then there is no point labouring to get it in the first place.


This is not correct because you can spend the money without consuming real resources wastefully. There are several important reasons why a high income and wealth are still desirable, even if you avoid frivolous consumption and very early retirement.


Security: A reserve of money means that, should you need more later in life due to illness, disability, or just living a very long time, you have it.


Quality: Where products are available with roughly equal resource consumptions but different levels of quality, being able to pay to get the best is an advantage. For example, a modest home but in a perfect location, a haircut by the best stylist, perfectly shaped vegetables, and simple clothes by the best designer.


Priority: Money lets you get things sooner, such as healthcare.


Exclusivity: Where something is available only to a few people then you can get it by paying more than others can afford.


Possession: Owning antiques, historically significant relics, and important art requires cash but does not necessarily trigger real resource consumption. Usually the items were made long ago and no new consumption is required or likely to result.


Power: Having money lets you control people and events. Money lets you solve some of the world’s problems instead of fretting over the abysmal performance of politicians and others the poor might rely on. You can get things to happen by giving money to charity, paying people to do work you think should be done, or creating an organization to do that work.


Celebrity: The ability to be in the most desirable locations, possess the most desirable objects, get priority, and make things happen helps acquire status and fame, if that is what you want.


Virtue: Using power to do good works gives a sense of virtue. You can also give security to your family and even friends and unrelated people you consider deserving.


How to be rich and good


Rich people can be good or bad economic citizens, or somewhere in between. Here is how a person can be rich and good. This is both (1) advice for people wanting to be rich and (2) a checklist for evaluating the behaviour of people who are rich or trying to become rich.


Get rich in a good way


The way a person gets rich is crucial. These are the steps to take:



  	Get a large income by helping many people at a price they are happy to pay. To do this you must do it better than others. Modern technology enables the good ideas and decisions of one person to affect the wellbeing of millions of others.


  	Use the money from this to scale up what you do and so help more people.


  	Create and enhance assets you own (e.g. a company, buildings). On paper this makes you wealthier even though you may not have more cash to spend on yourself.


  	If you take on employees to help you then pay them a reasonable amount to work efficiently and innovate.


  	Protect your wealth from cheats who want to get some of it without doing anything of real value. People like that will not do good with money.


  	Crucially, keep your personal consumption of real resources modest. Do not be greedy even though you have the money to consume more. Do not waste real resources such as labour, energy, water, and food. Leave more for other people.





If you do these things then your cash reserves and the value of your assets will grow even though you are a good person. That wealth reflects your good standing in society and gives you power to do more. You have given a lot of help to others but not asked for much in return. 


The wealth you have built up does not show that you exploited people. The people you helped and the people you employed all cooperated voluntarily because they thought it advantageous for them. They all benefited. Your wealth only shows that you could have been even more generous than you were. It is fair to secure your own future and you have shown you are someone who knows how to make good things happen, so money in your hands will be well used.


E.g. Imagine two friends with some savings go into property development. They buy a small, terraced house, renovate it, then sell it for more than they spent. They repeat this and soon develop expertise and a network of reliable tradesmen to do the work. Soon they are also holding on to their properties and letting them to tenants. Crucially, they maintain their let properties with more skill and dedication than the tenants themselves would. The developers' wealth increases and soon both are multi-millionaires because of the market value of their properties, though from their modest lifestyles it is hard to tell. The developers are good and rich.


E.g. Imagine that a genius of eco-tech develops a radical new gadget that makes fuel directly from sunlight at unprecedented efficiency. Her company rapidly gains backers and expands, moving from high priced systems for special purposes to lower priced units for ordinary homes. After the company goes public her shares make her a multi-billionaire on paper but still she lives modestly and occasionally sleeps at the lab or factory while helping to solve technical problems. Some resent her because of her wealth, her influence, because she gives nothing to charity, or because her children are privately educated. But she is a good person whose impact on society and the planet is hugely positive.


Use your money for good


Use your money wisely.



  	As a customer, ‘vote’ with your money for the individuals, companies, and products you want to see thrive. Think about your purchases and reward more than just a good product and price; reward sustainability and kindness too.


  	As an investor, direct your money wisely. Evaluate investments properly, rather than just index-following, and focus on businesses that will bring a brighter, more sustainable future.


  	As a philanthropist (perhaps later in life), think about your gifts and try to make them effective. Do not just give people money they might waste. If you have good ideas to help people then your money might be enough to turn those ideas into reality. If others have good ideas then you can support them.


  	Teach your children how to be rich and good, then leave them wealth you did not need to spend on your own consumption.





What matters is what the money is spent on. Although a wealthy person can direct more expenditure than other people, we can all make choices about what we consume and what we do as work.


E.g. Imagine a person who lives modestly alone in a small house in an ordinary town and drives a small car, but rarely. He works in a local public library and does some charity work. His big secret is that he has £10 bn of inherited money stashed in bank accounts across Europe. How could that wealth benefit others in his country?


Spending the money does not create new real resources; it just redirects real resources from one activity to another. If the money was spent buying real resources from other countries then that would help his own country but deprive people in other countries of those real resources.


If the money was spent on useless frivolities (e.g. a second house with a swimming pool, jewels, the world’s most expensive ice cream) then the impact would be to make real resources unavailable to others, so that would be bad for society overall. Not spending his secret riches would be better than spending them this way.


The rich person can make a positive difference by spending money on things that lead to efficient use of real resources in meeting his true needs and those of others rather than frivolous wants. He can direct resources to worthwhile activities by donating to a charity or funding a business that does worthwhile things. Or he can use the money to develop and roll out technology that improves resource efficiency or reduces pollution. 


Sometimes money is not the way to help someone, even if you have lots of it.


E.g. Two brothers take different careers. One is wise and focused, with great skill at managing risk and getting challenging projects done. He builds a powerful, profitable business and becomes rich. The other brother is imaginative but reckless and easily distracted. He starts a business but it fails, as does his second, leaving him close to personal bankruptcy. Undeterred, he approaches his now rich brother for financial help to try a third business idea. The rich brother could easily afford to lend or even give the money to his reckless brother but he does not.


Each business failure affects customers and employees too. Helping the reckless brother would probably cause more problems than it solved. The rich brother explains the issues and offers to help his sibling through his immediate financial crisis with an interest free loan but only if he gets an ordinary job that does not involve risk-taking decisions. This offer is not received well but, after a couple of weeks, is accepted. After two jobs in administration and many long conversations with his wiser brother, the reckless brother eventually finds his role as a commercial artist in a medium-sized marketing agency.


A typical complaint against rich people is that they could do more to help others with their money. If nobody in their family needs help then what about others, perhaps in other parts of the world? There are always needy people. It may be true that the rich person could do more but a good, rich person has already done more than most people to help others. Not doing yet more is not evil. It is reasonable to take care of your own security and make time for family and pleasure you surely deserve.


Lifestyle choice areas


The next several sub-sections explore our lifestyle choices in much more detail. The examples highlight common inefficiencies and illustrate the concerning power of some of the bad reasons for consumption and resulting waste.


However, they also explain some good less-is-more ideas for change. Although we have other objectives, we usually want to have a lovely time without working hard to get it but we realize that sometimes it is worthwhile investing effort now to avoid more effort later.


Homes


Once a home has been built, further real resource consumption is required to maintain it and keep it at a comfortable temperature and humidity inside. This real resource consumption can be reduced greatly by design decisions before the home is built.


E.g. It is now possible to build a home that requires no externally supplied energy to keep it warm in winter and cool in summer. This is achieved by excellent insulation, solar gain, heat conserving ventilation, and automated systems that respond to temperature differences.


E.g. Larger buildings such as blocks of many flats have an inherent thermal advantage because of their lower ratio of external surface area to internal volume. This means that heating flats in a block tends to be easy and cheap.


In the UK, millions of homes are old and poorly designed, making them hard to maintain and keep at a comfortable temperature and humidity.


In particular, old houses with solid brick walls lose heat fast. The usual methods of adding external or internal insulation are expensive and have long payback periods, making them unacceptable to many people. There are also risks of damp problems and structural damage from frost. Improved solutions are needed. One possibility is to use vapour permeable thin internal wall insulation, which cuts heat loss by only about 50% (when the usual target is 80%) but is much cheaper and avoids some of the risks.


However, there is a way to stay warm much, much more economically in an old house. The idea is to heat the person, not the house. With this strategy you cannot lounge about at home in shorts and a T shirt in winter but you can stay cosy at low cost. To heat the person, wear warm clothing (obviously) and get electrically heated blankets, seat pads or seats, desk pads (to keep hands warm if working on a computer at home), and even electrically heated clothing such as a gilet.


The efficiency of heating the person is staggering. It takes about 60 W of energy to keep one person cosy (assuming using electric heating pads rather than arctic clothing) so a family of four can stay warm for 240 W in total, even on the coldest days. In comparison, heating the house to be as cosy would require at least 6,000 W. This suggests that heating the person is about 25 times as efficient done this way and the up front costs are tiny. With this method, nobody in the UK must choose between heating and eating.


To enjoy a warmer shower in winter, an option is to install a fully enclosed shower pod (aka cabin). This contains the heat and steam so completely that it keeps you warm and greatly reduces condensation and damp problems in your bathroom.


Maintenance and redecoration also require considerable real resource consumption. Following interior and exterior design fashions without thinking about the maintenance costs they may cause is common.


E.g. Design mistakes that make buildings harder to maintain include:



  	a thatched roof

  	external paintwork and woodwork that cannot be reached to renew it without scaffolding

  	external surfaces often exposed to water (e.g. from an overflow pipe, leaking pipe or gutter) so they are likely to be stained 

  	woodwork or paintwork that is frequently splashed with water

  	external surfaces at risk of having water or water vapour in them that is then frozen, causing expansion and cracking.




Another way that following fashion is costly is in encouraging us to change our homes more often, and more fully, than we otherwise would. Fashionable looking interiors tend to be more extreme and do not age well. It is better to design homes and interiors for timeless elegance and functionality.


Gardens


When I was first a house owner, I wanted a garden. As a father, a garden was also good for the children to play in. Now, with my sons grown up, the garden is a millstone. Just keeping a simple garden under control is a huge and tedious task unless gardening is an activity you love for some reason (which only makes the huge task less tedious).
Many UK homes have a garden and collectively the work involved in maintaining them is enormous.


According to The Horticultural Trades Association (HTA):



  	The UK’s domestic gardens cover an area about the size of the county of Somerset.


  	About 674,000  people were in paid employment in 2019 in the ‘ornamental horticulture and landscaping’ market (i.e. gardening as opposed to farming). And of course an unknown amount of unpaid work is done by garden owners. Is that a lot? In 2020 there were approximately 5,500 people employed to install solar panels in the UK, excluding Northern Ireland (Statista, 2022). More on related sectors is provided by the ONS (2022b and 2022c).


  	The contribution to GDP of this industry was £28.8 bn in 2019, calculated in a way that picks up indirect effects of gardening.


  	The average family spends £150 a year on their garden (but does some unpaid work on it too).


  	75% of adults have access to a private garden but only 51% say it gives them a good deal of pleasure, only 42% say they tend to work in their garden in their spare time, and only 35% grow some food in their outdoor space.





How much gardening do we need?


We can analyse the elements of gardens and consider criteria for evaluating them. We want gardens that are attractive, perhaps impressive, enjoyable, functional, edible, and yet easy to look after.


This suggests we might focus on:



  	plenty of masonry that needs no maintenance at all


  	simple lawn shapes with easy-to-mow edges


  	garden plants that are either easy to look after (e.g. lavender, slow growing hebes, small herbs, flowering perennials) or edible (e.g. solar gardening with cloches).





(I have not suggested box trees because, sadly, an invasive species of moth has arrived in the UK and is gradually destroying box trees as it spreads.)


Choosing a hedge or fence for a garden is another choice that drives work. If you go for a hedge made with the notoriously fast growing leylandii tree then major pruning is needed most years. Choose a slow-growing tree or shrub instead and a light trim is all that is needed. A fence may need no maintenance at all but may need replacing after perhaps 10 to 25 years, depending on its construction. A brick wall might last even longer but is much more work to construct and more energy intensive.


Indoor plants in pots must be looked after carefully or they die. Each needs the right amount of water at the right times, and the right temperatures and light levels. Indoor plants can help clean the air we breathe indoors but there is a price to pay: they must be cared for like babies. Time can be saved by not having too many indoor plants and preferring tougher species.


Vehicles


Another area where we have a choice between using what is practical and using a lot more is our vehicles. Some of my neighbours have the modest vehicles they need for their ordinary use. Some have vehicles somewhat larger and more complex than they really need. Some have additional vehicles that are just for fun. One neighbour has two luxury sports cars.


Again, these are choices we make. They create work we have to do to pay for, maintain, and accommodate the vehicles, and they consume other resources, especially the very large and powerful vehicles.


The trend in recent decades towards larger SUVs has somewhat offset the increase in fuel efficiency over the same period. These bulkier cars also leave less room on the roads for other vehicles, which is especially noticeable when passing on a narrow road. Wide SUVs are a problem in many car parks too. If SUVs park on either side of your car then there is less room for you to get in and out of yours. Being higher than ordinary cars, their headlights are particularly glaring for the car ahead in busy traffic at night. The SUV’s weight and special wheels mean they do more damage to roads and SUV drivers are more likely to leave the road and leave deep ruts in soft grass verges. This problem is severe enough where I live that some homeowners have put rocks on the grass to deter drivers from mounting the kerb.


Safety concerns are one reason for the growing size of cars. In a crash the occupants of a smaller vehicle are more likely to be killed or injured. The emerging issue with larger vehicles, especially SUVs, is that they are part of a slow arms race in which the best way to be safer on roads is to get a bigger car. From that develops all the extra work and other resource consumption involved with the larger, more damaging vehicles.


Some people do not need a vehicle at all. It may be cheaper and more convenient to rely on taxis and occasionally hire vehicles suited to a task, such as a small van for moving furniture.


For many people it is best to buy cars that are two or three years old and choose models just large enough for their needs. If you want to impress people then you can probably find a cheaper way than buying large, new vehicles.


If you have off-street parking next to your home then of course an electric vehicle is likely to be more convenient and cheaper than using fossil fuels. It will also be quieter to ride in and deliver smoother power. You will be producing less pollution (fine particulates and greenhouse gases).


Stuff


The work involved in getting, storing, maintaining, and then disposing of stuff, things, and general clutter is considerable.


Insurance schedules confirm that in the UK over the past few decades the amount and value of stuff in our homes has increased dramatically. This is especially true for some categories (e.g. electronic gadgets) but also true for most others (e.g. clothes and furniture).


Having too much stuff is now normal.


A survey of household expenditure across the UK in 2021 by the ONS (ONS, 2021b) gives some insights into what we spend money on. The following annual numbers for stuff are quite small compared to some of our larger expenses but stuff usually lasts for years, so it builds up and becomes clutter:



  	clothing, £17.212 bn


  	footwear, £4.004 bn (men slightly more than women)


  	furniture and furnishings, carpets and other floor coverings, £22.204 bn, which includes £1.872 bn on ‘fancy, decorative goods’


  	glassware, tableware, and household utensils, £3.328 bn


  	audio-visual, photographic, and information processing equipment, £6.916 bn


  	games, toys, and hobbies, £4.316 bn


  	computer software and games, £1.664 bn


  	equipment for sport, camping, and open-air recreation, £2.184 bn


  	newspapers, books, and stationery, £7.124 bn


  	jewellery, clocks and watches, and other personal effects, £1.872 bn.





One consequence of having more and more stuff is that the work of storing it gets disproportionately greater. The problem is that finding space for the last few things gets harder and harder. A thing you must retrieve is not easy to find or get out because it is behind three other things on a high shelf, in the loft, or in the garage.


As with a congested diary, a congested home makes change harder.


Most of us would benefit from getting rid of stuff faster than we acquire it.


Food


A major driver of resource consumption with food is the preparation work required.


‘Fine dining’ is the name given to eating in a restaurant where the food is very expensive, largely because the recipes are complicated and time-consuming.


This reaches its pinnacle with tasting menus, which are collections of many tiny portions of different dishes served as one meal.


The irony of fine dining is that the food looks so perfect, so neat, and so regular, that it almost looks like food made efficiently by a machine in a factory to be sold in a supermarket. Indeed, if you really like food that is perfectly formed like this then mass-produced, machine-made food is a good option.


When cooking at home we also have choices, such as with how literally to follow a recipe. Following recipes literally might mean shopping specially for the exact type of dried herb or niche Italian oil specified. Using the same recipe merely as a guide involves using what you have or buying some reasonable substitute for special ingredients.


Another major driver of the real resource consumption involved with food is the quantity we consume. Consuming more than needed leads to becoming overweight.


According to Baker (2022), the proportion of English adults who are overweight or obese had risen to 64% by 2019, with 28% being obese. Roughly 10% of children were obese (not just overweight) by age 5 and 20% obese by age 11. Children aged 5 typically eat only what their parents and other adults give them. Children in poor families were more than twice as likely to be obese as children in well off families. Obesity is more common in the north of England than in the south.


These statistics indicate considerable scope for eating less with benefits all around. Anyone in the 64% of overweight people will save effort and money by cutting down on the less healthy foods in their diet. If that sounds boring then do things to make the healthy items more tasty and take time to savour them.


Here are some other less-is-more ideas for food:



  	Prefer foods that are in season in your home country to foods that have been transported a long way or stored for months.


  	Prefer plant protein over meat because it is produced more efficiently and much cheaper in money terms. Plant proteins are easier to cook with and much more hygienic.


  	Prefer meat from pigs and chickens to meat from the ruminants (cattle and sheep). Ruminants produce methane – a powerful greenhouse gas.


  	Buy fruit and vegetables that are not perfectly shaped, especially when offered at a discount. This reduces food waste.





Pets


Child: ‘Mummy, all my friends are getting puppies. Can we have one?’


Mummy: ‘Yes. All my friends are getting puppies too.’


A few years ago the average cost of owning a dog in money terms was around £16,900 over its lifetime (This is Money, 2011). However, to that must be added the unpaid work of looking after it, including feeding, hygiene, exercise, vet visits, taking to kennels, a larger car, home redecoration, and so on. Want to sell your old sofa on ebay? It will be harder because your home is not pet free.


Cats are slightly more expensive in money terms, but less work for the owner because they do not need a walk every day.


It might be argued that the owner of a dog will want to walk every day anyway, for healthy exercise, so the dog does not add to the labour. However, this is not true for small dogs, fat dogs, old dogs, and dogs too badly behaved to allow the owner to just walk. In reality, many owners find themselves spending more time hanging around with a poo bag than walking at exercise pace. Other owners drive to the shops instead of walking because they are tired out from dog walking.


Pets, even more than indoor plants, are like babies. They need care and generate work. Even fish must be cleaned and fed. If you go away for a week then something must be done to ensure they are looked after while you are away. If you have a dog and a visitor does not like dogs then you must monitor, control, and probably shut it away somewhere. If your dog bites someone (and it happens many thousands of times a year in the UK alone) the stress and work involved are immense for you and the victim.


Despite the costs and inconveniences, pets are extraordinarily popular in the UK. According to PDSA’s PAW Report (2022), in 2022 27% of UK adults owned a dog, giving a population of roughly 10,200,000 dogs. There were about 11,100,000 cats and 1,000,000 rabbits. The resource consumption, including paid jobs, demanded by this many pets is huge.


Pet owners are often caring people who love their animals and care about people too, such as those in poverty. I suspect many pet owners are unaware that their pet ownership competes for real resources (food, medical care, other labour) and so, indirectly, contributes to the hardship of poor people. (There are roughly 13 mn relatively poor people, including 3 mn children, in the UK by typical estimates versus 10 mn dogs and 11 mn cats.) If this understanding spreads then we might see more pet owners deciding against allowing their pet to breed and not replacing their pet when it dies naturally.


Holidays


Is the best holiday the one that is the longest possible and in the nicest possible location? Not necessarily. People have different ideas on this. Consider these two alternative plans for a family in the UK with two weeks off work for a holiday.


Plan A involves loading the car on Friday night after work, driving to Dover, taking the ferry to France, and then driving for over 12 hours to the south of France. Accommodation is a small hotel near the sea. It is really hot most of the time.


The journey home is similar, arriving home on Sunday evening with work to go to the next morning.


Plan B involves taking it easy at home for the first weekend, then driving for an hour to the countryside, having a walk, then driving on further for another half hour to a small hotel in the UK. It is hot for two weeks, but nothing like the south of France, and two days are affected by rain.


The drive home is an hour and a half on the last Friday, leaving a weekend to get unpacked and enjoy being at home for a while.


Which plan do you prefer?


If you like Plan A then presumably your pleasure at being in the south of France and away for a bit longer compensates for the extra work involved in travelling. Personally, I want holidays that let me rest and I do not like France or very hot weather so this is an easy choice.


Or how about Plan C, which is two weeks in Florida at the Disneyland resort, featuring a very long and expensive journey, punishing heat, and long queues? The work content is even higher with this plan.


One of the most resource-consuming elements of many holidays is the travel. Air flights in particular involve huge consumption, especially if disrupted.


I strongly suspect that holidays are often consumed for bad reasons. As well as the usual advertising, holidays are a frequent topic of conversation. People ask ‘Have you got anything planned for this year?’ and ‘How was your holiday?’ The conversation that follows often involves some competition. Destinations go in and out of fashion as people search for holidays that will slightly out-do their friends.


Many people would enjoy an easier, cheaper life if they evaluated holiday options more comprehensively, taking into account those tough periods during travel and in extreme heat and cold, other health risks, and danger from criminals and repressive governments. A location that looks attractively sunny on the website can easily be so hot that if you are trapped outside for several hours then you might need hospital treatment.


Forests are often a good location for walking and picnics because they provide shade in the summer and shelter in the winter. Find simpler, more direct ways to show your value as a friend than talking about the exotic locations you have visited.


Entertainment


Even what we do when we sprawl on the sofa can make a difference to the total work needed to keep our world going.


Tune in to watch some Formula 1 motor racing on television and you are providing a tiny bit of support to a circus that consumes astonishing amounts of work as well as other resources. No wonder television channels also fill up on cheap-to-make game shows and low-budget documentaries.


If you enjoy Homes Under the Hammer just as much or more than Formula 1 racing and view it instead then your viewing choices are making a tiny but worthwhile difference to how much work must be done in our society.


Entertainment in the UK currently uses a staggering amount of labour. According to the Department for Digital, Culture, Media & Sport (2022), employees in the relevant sectors in 2021 were as follows:



  	creative industries, 2,300,000 (Is this a lot? Yes, of course. But for comparison, the entire construction industry in the UK employed only 2,127,000 people in 2021 (ONS, 2021a).)


  	digital, 1,800,000


  	cultural sector, 708,000


  	sport, 527,000


  	gambling, 73,000.





As consumers of entertainment we can influence where real resources go and give ourselves a better life by periodically reviewing what entertainment we consume, carefully considering the options that are efficient with real resources. These efficient options are often more entertaining and interesting. Movies with realistic stories can be more believable, educational, and relatable than movies that are heavy with expensive special effects because they involve fantasy locations or super powers. Entertainment that is also educational can be better than sport because what we learn has more lasting value. Simple shows featuring ordinary events can also be more relaxing.


E.g. In 2008, the movie Gran Torino was released. Its production budget was $25 – 33 mn thanks to a strong story, minimal special effects, a great cast, and Clint Eastwood's usual efficient direction. In 2009, the movie Avatar was released. With sophisticated special effects and a preposterous sci-fi plot, its production budget was $237 mn.


Olympic sports


Are all sports equally good for society? Should we encourage increased participation and promote professional competition and television coverage of all sports, with no discrimination?


Answering this question illustrates how we can analyse familiar activities with real resources, especially work, in mind, along with other considerations.


Let us consider Olympic sports and sports that might one day become Olympic sports. Some sports have some definite disadvantages:


They generate a lot of extra work without giving much health benefit:



  	expensive equipment is required (e.g. BMX, indoor cycling, sailing, equestrian, swimming, slalom kayak and canoe, bobsleigh)


  	many injuries are caused (e.g. BMX, show jumping, pole vault, boxing, road cycling, weightlifting, hockey)


  	few fitness benefits are provided (e.g. sailing, shot put, hammer, javelin, equestrian, shooting, skeleton, curling)


  	physical development too extreme to be healthy is required (e.g. marathon, 10 km swimming, triathlon, weightlifting).





They are slightly frustrating to play and watch:



  	interruptions by officials are frequent, usually because there is physical contact between competitors and a natural tendency to fight that must be regulated by an umpire (e.g. taekwondo, boxing, fencing, hockey, football, handball, rugby, squash)


  	the better player has only a slightly better chance of winning (e.g. BMX, football, ice hockey)


  	subjective scoring is used (e.g. the artistic component of gymnastics and synchro swimming, boxing, taekwondo, diving, wrestling, judo)


  	play looks a bit clumsy (e.g. football because of the physical contact between players and use of only head and feet).





They encourage socially undesirable behaviour:



  	weapons are used (e.g. archery, shooting, fencing)


  	it is a form of fighting (e.g. boxing, taekwondo, judo)


  	it is statistically linked to antisocial behaviour (e.g. football, boxing).





Participation is restricted:



  	heavily favours players with a particular body size (e.g. volleyball, basketball, gymnastics, shot put)


  	requires a particular climate or terrain (e.g. skiing, mountain biking)


  	expensive to do (e.g. equestrian, modern pentathlon).





With these factors in mind, some existing Olympic sports that do very well include:



  	middle-distance running


  	badminton, table tennis, and tennis.





Some sports that are nearly as good are:



  	high jump, long jump, triple jump


  	running sprints


  	indoor swimming


  	mountain biking


  	rowing, kayaking (on flat water).





Some good sports that are not in the Olympics include:



  	roller-blade racing


  	netball


  	squash (but it will be included in 2028).





In contrast, some sports that are even worse than most Olympic sports, even though they are very popular, include:



  	F1 racing and vehicle racing generally (cars, motorbikes, planes, boats)


  	pub games like snooker, pool, and darts


  	horse racing


  	kite flying and land sailing.





To some extent the popularity of sports is related to how easily people can participate (e.g. running, football) but there are also sports that are extremely hard to get into but provide a spectacle (e.g. F1 racing).


We could invent and promote new sports designed to provide strong health benefits and a good test of who is best but with low resource use:



  	standing high jump where you jump up to touch a plate with your hand (with a mathematical formula that allows for body height and weight)


  	standing long jump using hand weights (an ancient trick that gives slightly larger leaps)


  	long strides where you count the number of strides needed to cover 50 m, with multiple rounds used to establish a winner


  	throw and catch time trial, where pairs of contestants, each standing in a box marked on the ground, throw a ball backwards and forwards between themselves 20 times against the clock (They can only throw within their box.)


  	gym test competitions somewhat like the old Superstars format with around 10 tests (Crossfit competitions involve too much equipment.)


  	cycling and rowing on machines (already popular competitions)


  	a new form of badminton with two racquets, one in each hand


  	electronically scored speed hopscotch


  	a smooth movement competition where a computer averages g-force readings from a belt-mounted gadget as the competitor moves around an obstacle course within a limited amount of time.





If governments directed their money towards the sports with the best net benefits, and if we citizens chose to attend to and participate in those sports too, then over time we would benefit. For example, we would benefit from less boxing but more badminton, and from less show jumping but more human jumping.


Major social events


The wasteful consumption around major social events is heavily driven by bad reasons, such as advertising and social competition.


In the UK the cost and rigmarole of major social events seem to have grown over the years. Birthdays, Christmas, New Year, Valentine’s Day, Easter, Mothers’ Day, Fathers’ Day, Halloween, Guy Fawkes Night – all these are opportunities for retailers to promote products specifically for those days. Christmas and Halloween seem to have been the biggest growth markets. There are retailers that sell nothing but Christmas decorations.


But these are nothing compared to the costly behemoth of a modern wedding. Weddings are an industry and that industry manufactures ‘traditions’ that have become more and more elaborate and expensive.


According to the UK Weddings Taskforce, this industry employs around 400,000 people in the UK. Is that a lot? Across the NHS there are about 360,000 nurses (Nuffield Trust, 2022).


The weddings industry also causes financial expenditure of £14.7 bn a year. The average wedding has 100 guests. The figures the Taskforce gives imply that on average £33,740 is spent on the day itself, £11,486 on gifts, and £7,538 on travel. This sort of money could help a young couple in much more direct ways in their first few years together and when starting a family.


Every time we plan a major social event we have choices. Do we buy whatever retailers offer? Do we go all out to display our wealth? Or do we focus on our own personal traditions and favourite rituals, reusing the same objects instead of buying more?


Where I live there is a day that highlights this choice. Just after Christmas, people put their used Christmas trees out by the road so that the local council can collect them for composting. Almost every house puts out the carcass of a tree that grew for years before being cut down.


My wife finds this unacceptable so we have two small trees planted in large pots that we keep alive all year round.


Instead of a Christmas Day blowout, consider a longer Yuletide holiday focused on simple, warming foods, such as soups and stews, and much smaller gatherings of family and friends. Make it relaxing instead of stressful.


Antisocial work creation


There are many antisocial acts that create work that should be unnecessary. For example:



  	not returning your supermarket trolley, basket, or canteen tray


  	littering


  	lazy failure to abide by public administration procedures, drawing in resources to sort things out, for example with:


  
    	tax forms


    	social security claims


    	vehicle registrations


  

  	vandalism (damage, graffiti)


  	poor health requiring care caused by substance abuse, such as with:


  
    	smoking


    	alcohol


    	sugar


    	illegal drugs


  

  	aggressive or criminal behaviour requiring policing, security procedures, security equipment, and inconvenient restrictions on everyone, such as:


  
    	football match fighting


    	pub brawls


    	mugging


    	riots as cover for looting


    	terror attacks.


  




A report by the UK’s Home Office in 2004 estimated the annual cost to government agencies of many types of antisocial behaviour, including some listed above:



  	criminal damage, vandalism, £667 mn


  	intimidation, harassment, £496 mn


  	litter, rubbish, £466 mn


  	nuisance behaviour, £355 mn


  	vehicle related nuisance, £340 mn


  	rowdy behaviour, £249 mn


  	noise, £249 mn


  	drugs, substance misuse, and drug dealing, £132 mn


  	street drinking and begging, £126 mn


  	animal related problems, £114 mn


  	abandoned vehicles, £90 mn


  	hoax calls, £49 mn


  	prostitution, kerb crawling, sexual acts, £42 mn.





In total these add up to £3.375 bn a year but this is only the cost to government agencies. Victims of this behaviour also suffer considerable disruption. This information is based on a small sample, many estimates, and is over 20 years out of date. However, it gives a sense of the overall scale.


Visible antisocial behaviour tends to result in more antisocial behaviour (see empirical tests by Keizer, Lindenberg, & Steg, 2008) so there is probably a special economic advantage to keeping it very low. Rather like an infectious disease, if you can contain it then it does not spread but if you let it grow and spread then a much larger effort is needed to cope and bring it down again.


Another way antisocial behaviour generates more antisocial behaviour is by chemical exposures during pregnancy. Illegal drug taking, smoking, and, in particular, alcohol consumption by pregnant women risk developmental disorders for their children, some of which fuel more antisocial behaviour. Although diagnosis is difficult, there is some evidence that the rate of Fetal Alcohol Spectrum Disorder (FASD) cases in the UK is higher than that of autism. However, FASD is less often diagnosed, perhaps in part because of the obvious parental responsibility for the disorder.


Arguably, imposing over-complicated and confusing bureaucracy on others is another antisocial behaviour. It is certainly time wasting. However, bureaucracy is the result of choices by people when working for organizations, so does not belong in this section.


Readers of this book probably do not behave antisocially. However, consider the lives of people who do. Sooner or later their unwise decisions lead to withdrawal of cooperation by others, legal punishments, loss of employment, and a gradually worsening lifetime of anger and misery.


Choice of occupation


We also make a difference by our choice of occupation. For example, a drug dealer makes work necessary that should not be while causing harm. In contrast, most doctors do work that is really needed.


Typically, careers in necessary activities are more secure. In an economic crisis people typically cut back more on frivolous luxuries. An exception to this is where the demand is caused by addiction.


If consumers shift real resources from operation to changes intended to improve the efficiency of their lifestyles then there will be more demand for people to support those changes with goods and services. This is another area for worthwhile careers.


Quantifying the opportunity


In the long run, improvements in producer efficiency are likely to be the largest contributors to real economic progress and sustainability. But, how much scope is there for cutting out unnecessary consumption and work by lifestyle changes (including career changes)?


As consumers we are all unique. Some people have more opportunity to change than others. We can each examine our lifestyle for signs that there are opportunities to move to an easier, more productive life by asking questions like these:



  	Do I have any expensive bad habits (e.g. nicotine, alcohol, over-eating)? Am I overweight? Just how much money could I save a year? (E.g. Cigarettes are about 50p each, so a 5-a-day habit costs just over £900 a year. A can of lager is about 80p so three a week is about £125 a year.) How much effort and discomfort could I save a year?


  	Do I do any hobbies or sports that have become very demanding (e.g. sailing every weekend, touring with a choir, competitive bridge, collecting teapots)? Is it worth it or have I just been sucked in? If I reduced or stopped my involvement, what could I do instead that would soon be as pleasing but much easier?


  	Are there time-consuming, expensive things that also tie me down (e.g. pets or a demanding garden)? How much time and money could I save by not replacing the pet when it passes away or by making the garden easier to care for? Do I really need over 30 houseplants?


  	Do I go along with traditions and social expectations (e.g. at Yuletide, New Year, birthdays) even though I do not really enjoy them, often feel ill afterwards, and the stress of arrangements, travel, etc is considerable?


  	Are there things I only do because my work is so tiring and unpleasant (e.g. expensive holidays, maintaining a flat in town, having a luxury car for the daily commute)? If I changed my work or work location, how much else could be easier?


  	Is my home cluttered? Is it untidy or do I keep it tidy by packing every bit of storage tightly? How much stuff could I get rid of? How much easier would it be staying tidy with less stuff? How much money and effort could I save by not buying as much stuff each year?


  	Will the educational course I am considering equip me to do something useful and important for people? Is it the basis of a job that is really needed? What else could I do?


  	Is my career precarious because I do something people can live without in an economic slump or pandemic? Must I develop extra skills to transfer to something more needed or can I start looking now?





To get an idea of the potential impact for the UK as a whole I formed two guesstimates, one based on expenditure, the other on jobs.


By looking at the expenditure of households divided into deciles by income (ONS, 2022e) and making some rough guesstimates, I estimated that the average financial savings from doing this, but not particularly rigorously, would be about 9% of expenditure. Many poor people could not save this much but wealthier people can often save much more. (This estimate is also relevant to the UK government’s perspective.)


Another rough guesstimate looks at jobs. The analysis is difficult and approximate using existing data.


Some activities might be completely ended. These include activities that are pure waste (e.g. involving alcohol, nicotine, or gambling) and others that have a positive effect but are inefficient (e.g. motorsport, show jumping, pets). These alone perhaps could free a million people to do other jobs.


Other activities have some waste scattered throughout. These include consumption that is harmful if excessive (e.g. food), consumption that is just wasteful if excessive (e.g. cars, clothing, shoes), where most people would be better off doing something else (e.g. teaching English literature in schools as a compulsory subject), and where only some elements are useful and the others could be cut or replaced with something else (e.g. teaching maths in schools at present). Estimating the jobs involved here is much harder but 10% of the jobs involved would be more than a million people.


Using an analysis of the number of people in different types of job (ONS, 2022c) and some guesstimates of what fraction of each type might be wasted, I estimated that about 10% of jobs are waste, which is about 3 million jobs.


People often ask what the government is doing about, for example, funding the National Health Service, finding resources to improve flood defences, or solving energy supply problems. The harsh reality is that it is fighting for resources in a society where many see having a big new car, grand house, more tattoos, another pint of beer or bottle of champagne, and holidays abroad as more important.


In its efforts to direct resources towards (mostly) necessary and worthwhile activities, the UK government typically spends more than it gets in, increasing its debt. Even recent UK governments attacked as mean have in fact been pushing against resistance and have borrowed more to avoid taking more taxes.


A government that understood the issues better could make a big difference but would still be limited by what voters will agree to. The huge opportunities for improvement lie not in government decisions but in our sense of what we should spend our money on, what we should make an effort to do, and what temptations we should resist. Our individual choices, as citizens of a large society, collectively control the consumption of real resources.


Our choices working in organizations are also relevant and the next two chapters consider these.


Chapter 8: Management choices


All the general solutions to real economic problems apply to the decisions people make on behalf of non-governmental organizations. This section explores those decisions in more detail.


The chapter begins by explaining how real economic considerations can improve strategic decisions about which businesses to be in and how to be efficient and resilient. It then considers beneficial ways to shape the behaviour of employees, consumers, and donors. Finally, the special role of membership organizations for workers is considered, focusing on their promotion of innovation.


Strategic decisions


Real economic thinking can improve strategic decisions, directing attention to fundamentals rather than psychology and superficial financial predictions unconstrained by reality.


Which businesses to be in


The most fundamental strategic decisions concern which businesses to be in. Real economic considerations can help decide.


Reliable demand: Focusing on businesses that provide necessaries rather than luxuries is a sound business principle. Demand for necessary products is likely to be more dependable through economic cycles, crises, and into the far future. Focus on frivolous luxuries and you may find that demand falls sharply in economic crises and that governments and public sentiment turn against you in time.


Businesses that provide necessary goods and services, using real resources efficiently, also contribute more to society.


Reliable legitimacy: Another guide to business choices is to avoid activities that governments might restrict or make illegal for the benefit of society. Avoid businesses that are plainly unsustainable and unavoidably polluting (e.g. using fossil fuels), that exploit harmful addictions (e.g. to nicotine), or that get money for doing nothing helpful (e.g. high frequency trading, betting). Along with the risk of losing legitimacy, unethical businesses must often pay employees more to get them to ignore their ethical qualms and the disapproval of their friends.


Supporting highly attractive changes: Are there highly attractive changes people are making that we could support with a product? Is there a product we could offer that would make a change highly attractive? Could we support their journey through multiple changes? 


To stay ahead of competitors, work and learn with your most innovative customers.


Waste flows: Sometimes the waste products of one industrial process are valuable inputs to another. It may be profitable to set up complementary businesses on this basis.


Convenience: Convenience is another good basis for complementary businesses. Perhaps the customer can conveniently buy two products from you instead of one? Perhaps you can conveniently deliver two products instead of one? Perhaps you can conveniently create products similar to the ones you already create?


Location: Which real resources and customers are near your business? Low transport costs are advantageous.


How to be efficient


Being efficient is a fundamental business strategy, a duty of public authorities, and a vital part of an improvement spiral. Being efficient leaves more resources for others and often reduces pollution. For example, if energy comes from fossil fuels then having energy use will usually halve pollution.


For businesses, one important way to make a profit is to be more efficient than competitors. If you can only just afford to sell at the market price then you are in trouble. Since most producers are trying to become more efficient, your real goal is to become more efficient more quickly than competitors and stay ahead.


Real economic thinking helps because money costs typically correlate with use of real resources and often it is easier to understand the use of real resources than model links between money numbers.


A typical accounting method for finding potential cost savings is to study the money first to prioritize the search. Attention goes to large expenses, expenses that have increased, and expenses that seem high compared to some other, similar projects or operations. This can be helpful.


However, studying real resources is likely to be more fruitful. Systematically analyse the way work is done and have managers with a great stock of generic less-is-more ideas for change identify exactly where and how these could be applied within their organization.


A list of high-level less-is-more ideas was given in Chapter 5. Here are some particular considerations:


Locations: This applies at different scales. When doing work, it helps if tools and materials are near the worker. Items made as they pass through a factory should make only short movements between workstations.


For work that involves travelling to many locations, it often helps to establish local stores for supplies based on careful analysis of demand patterns.


Finally, is it possible to source more locally? Longer supply lines are usually more costly and less reliable, especially if they involve countries hostile to your own. Distance is not the only consideration; long sea journeys can be cheaper than shorter journeys by air or truck.


Trajectories: When moving physical objects, curved paths are usually more efficient than paths with sharp corners. Reversing direction is usually the least efficient movement but using an elastic material can cut waste.


Theoretical limits: What is the theoretical limit on efficiency? For example, what is the least amount of heat energy needed for a chemical reaction or the shortest possible conversation needed to make a sale? You might not reach this theoretical ceiling for good reasons but it helps to know where it is.


Intense real resource use: Anywhere real resources are used intensely is worth studying for efficiency improvements. However, once this has been done it may be better to look elsewhere.


Waste products: Waste products are interesting because reducing waste is good and some waste products are valued inputs to other processes.


Substances that would be pollution if released: Perhaps a substance that is less toxic or otherwise damaging could be used. It may have value that is wasted if it leaks.


E.g. Methane is a powerful greenhouse gas that often leaks from landfill sites and gas extraction sites. However, it is also a valuable fuel that can be sold. Reducing methane leakage is usually profitable.


Potentially explosive substances and processes: Avoiding such substances and processes may save costs because managing danger is expensive.


E.g. Nuclear power plants are expensive and slow to build, then also inflexible and expensive to operate. This is partly because the reaction they use is inherently dangerous and the substances are extremely toxic. Proponents of nuclear power generation argue that it is safe but this is only after an extraordinary effort to manage the inherent risks.


Abundance of materials: More abundant materials tend to be cheaper to buy and less toxic, so cheaper to work with.


Impacts beyond the organization's boundaries: Analysis based on money can be unreliable when it is hard to extend it beyond the boundaries of the organization (where money can be tracked). Thinking of real resources, it is easier to notice where effects go out into the world but then come back to the organization in ways that are hard to identify and measure precisely even though we know they must occur.


E.g. Imagine a business has 5 offices spread around north London and the Midlands. Hoping to save money, it considers moving all employees to one office in Milton Keynes – a roughly central location for them.


On their accountant's spreadsheet this looks like it would save money on rent and some support staff. The one worry is that some valuable staff might leave rather than put up with a longer journey to work, but it is hard to put that into money terms. Fortunately, the extra cost of longer average journeys to work would not affect the company because it would be borne by the employees.


Or would it? The key point is that most employees would travel many more miles each day to work. That travel would be extra work.


Over time, those employees would push harder for pay rises. New employees would either be Milton Keynes residents already or want more money to join.


Eventually, the money and time costs of the extra travel would come back to the company but looking at it in simple accounting terms this is not obvious.


In addition to effects via employees there are effects via customers. Not wasting customer resources is a way to win and keep more customers and a public service.


Organizations often make unnecessary work for others by careless design of bureaucratic processes. For example, time spent:



  	filling in forms to provide information the organization already has


  	puzzling over confusing or incomplete instructions on a form or in a letter


  	trying to contact the organization to query confusing instructions (scrolling through irrelevant FAQs, typing messages to a ‘bot’, waiting on hold, getting cut off and having to start again, being put through to the wrong person, answering security questions repeatedly on the same call, speaking to a robot that does not understand your voice, there being no option that matches what you want, talking to someone who does not know what to do, and giving up and trying again when you have more time)


  	dealing with the consequences of an error caused by confusing instructions


  	dealing with errors the organization has made, sometimes for no apparent reason


  	dealing with system faults.





Some organizations, particularly large ones, seem to have more problems with complexity, confusion, and mistakes.


E.g. Most people who have had dealings with HMRC (the UK’s taxation authority), the NHS (the UK’s nationalized health service), or British Telecommunications know what it feels like to have your time wasted by needless complexity, confusing instructions, and customer service errors.


A ‘usability bug’ is a design flaw (e.g. in a computer system or form for customers to fill in) that leaves some users confused, wastes time, causes stress, and may lead to errors. Many usability bugs can be removed efficiently with just small scale but intense usability testing. Instead, many organizations do no testing and fail to notice or correct usability bugs when calls to call centres reveal them. 


Unused technologies: Another simple way to identify worthwhile changes is to search for or think of cool ideas that you have not considered before. What are the latest resource efficient technologies and have they been considered for use?


How to be resilient


Theoretical efficiency under perfect conditions must be combined with resilience to less than perfect conditions. Over many years I have written a huge amount on this topic (e.g. Leitch, 2008, and my website at www.workinginuncertainty.co.uk). Here I will only mention two key ideas with special relevance to real economics.


Plan for smoother transitions


Businesses can help themselves and their economies by planning their changes to be incremental and starting them in good time. Emergency changes tend to be more costly. This applies in particular to taking on more employees, switching products or systems, and reducing employees.


One common mistake is where a business boldly raises funding for a big expansion during a boom, hires thousands of people, realizes that a bust has arrived, then rapidly makes thousands redundant. It would be better to start expanding earlier, more slowly, and not as far. Add people at first using short-term contracts and other flexible arrangements. Then start reductions earlier and spread them over a longer period so that workers have more time to make other arrangements.


Another common mistake is where businesses try to continue with their existing products despite competition from new and better ideas until a drop in the market forces them to give up, leading to rapid redundancies and lost investments. (This will be the fate of many energy companies that have stuck with fossil fuels instead of leading the transition to renewables.) They would do better to start switching to different products (usually new ways to meet the same needs of the same people) early rather than late, and make that switch incrementally to give workers more time to adapt.


Design flexible organizations


Businesses can also be designed for flexibility, especially in the face of widely varying demand and unpredictable changes in demand.


One way to do this is to have an appropriately high proportion of variable rather than fixed costs. Variable costs are those that rise directly with output (e.g. raw materials used in a product). Usually there is a trade-off because increasing efficiency often involves incurring fixed costs but this reduces resilience to falling demand.


A similar approach is to make fixed costs easier to vary quickly and in small amounts. On this basis you might prefer three smaller machines to one large machine of equivalent capacity, or prefer to rent rather than buy equipment.


Another way to improve flexibility is to share more profits and losses with workers. The idea that pay is linked to demand and efficiency is familiar to people who are self-employed or in a partnership. At the opposite extreme, workers in large organizations, even businesses, often think their employer should completely protect them from demand changes and pay them for their work, not the economic value of their work. They also believe their pay should never decrease. Instead, it should rise at least as fast as inflation.


Employers looking to cut payroll costs often make redundancies without even considering offering reduced hours, reduced pay, or both as an alternative.


It is better to make clear early on that pay and hours may rise and fall with demand. This type of flexibility contributes to work being shared more evenly.


Another approach is to develop a production system able to produce a wider range of products with little or no set up delay. This might be done with a framework of standards and modules, and with flexible computer-controlled machines such as 3D printers and laser cutters.


Shaping behaviour


Distributed leadership of real economic change was discussed in Chapter 5 (Be leaders everywhere). People working in organizations have excellent opportunities to do this. 


Behaviours to encourage from employees


Three areas to consider are as follows:


Lifestyle choices at work: Employees in an organization make lifestyle choices at work too, sometimes on a large scale.


E.g. Some salespeople focus on lavish hospitality – trying to booze their customers into purchasing. Others just work to help them with the purchase decision, avoiding the expense and physical damage of alcohol.


E.g. Some workers see travel and face-to-face contact as an essential tool. Others work by video calls, saving time and other resources while keeping in more frequent contact.


E.g. Some like to impress by arriving in a top-of-the-range car. Others think something more modest and less polluting makes a better statement.


Organizations can influence these decisions, sometimes quite easily, for the better.


Suggestions for business improvement: It is also possible to influence the business ideas employees suggest. They should think about the real economics of products and focus on less-is-more ideas.


Advice to clients: For organizations that give advice to clients there is also the possibility of using real economic considerations and less-is-more ideas to give better advice.


Behaviours to encourage from consumers


Businesses significantly affect the products customers buy and the use they make of them in their lifestyles. Here are two ways to do that well:


Give objective decision guidance: Marketing to consumers usually tries to persuade them to change their lifestyles in some way, even if it is just to change the brand of toothpaste they use. Rather than merely argue for adopting a product, organizations can help consumers make wise decisions about their next lifestyle change by:



  	explaining good ideas for lifestyle changes, potentially even including changes that do not involve the company's products


  	analysing the circumstances of individual consumers (e.g. on a website or with an app) and recommending the next change to make, with a detailed justification and perhaps a look forward to further changes to consider later.





The recommendations need not look at every change a person could make; they could just focus on particular themes.


E.g. Imagine that an energy company offers a range of products including renewable electricity, electric vehicle chargers, electric vehicles, photovoltaic systems, domestic batteries, and heat pumps. It develops a website customers can consult for recommendations on what to do next to improve their use of energy. As the customer answers more questions about their home, resources, car, travel needs, changes made already, and so on the website immediately revises its recommendations. It gradually moves from generic priorities to a personalized sequence of changes that even includes some changes that do not involve the company's products, such as getting more winter jumpers.


An even more advanced approach would be to track the resources invested by customers (usually time and money) and those saved by the changes, showing how more resources have been freed up and can be applied to make further changes.


Do not sell to frivolous wants: To a small but significant extent, people buy what businesses offer them, even stuff they do not really need.


E.g. It is hard to believe that British weddings would be as complicated and expensive as they are without a wedding industry constantly suggesting more ways to show your love and impress your guests.


Businesses can create frivolous demand but should they? As citizens, the ethical approach is to encourage only sensible consumption of real resources, not unreasonable, frivolous consumption.


From a commercial point of view, trying to persuade people to buy frivolous products can be harder than helping them buy products that are truly worthwhile and efficient.


Also, there is often a commercial opportunity to offer a no-frills, low-cost product.


Encouraging philanthropy


Charities in particular have a role in explaining why thoughtful giving and lending are more ethical than personal consumption spending. A rich person who gives £5,000 to charity usually does more for the economy than one who spends £10,000 on a wristwatch or servants they do not need. That is because the £10,000 diverts labour and other resources to a frivolous purpose that could otherwise have been available to do necessary things. Consequently, frivolous purchases put up the price of necessaries for everyone, including the financially poor. In contrast, the charity can spend that £5,000 gift on essentials for the financially poor.


Membership organizations for workers


These organizations have special importance because they can influence both their members and employers. In particular, they can promote innovation, driving real economic improvement, or block it.


Membership organizations for workers include guilds (e.g. for bakers), trade unions (e.g. for rail workers), and professional bodies (e.g. for accountants). Members are workers in particular industries or having particular skills. Typically the membership organization itself has employees whose livelihood depends on subscriptions paid by members.


Organizations for workers operate primarily in the interests of their members and employees. However, different organizations use very different tactics and have different impacts, in particular on the pace of innovation.


Historically, trade unions in the UK have sometimes fought hard against innovation. Their actions have included:



  	blocking efficiency improvements (e.g. from computerization) that might have the immediate effect of making a worker’s role redundant


  	blocking adaptations by the business (e.g. to customers using the internet more) that could require adaptation by workers (e.g. working on Sundays)


  	trying to extract higher pay or other concessions in return for accepting innovations


  	stopping or limiting work as a negotiation strategy, which reduces efficiency, value, and capacity to change and thrive.





In contrast, facilitating innovation is more typical of professional bodies. Their actions have included:



  	creating and maintaining respected professional qualifications that prove the knowledge of successful students


  	hosting continuing professional education events (e.g. webinars, conferences, training events) and publishing journals


  	hosting networking events


  	surveying members’ pay and conditions, then distributing results to them.





Workers’ organizations can, and often do, take this further with actions such as:



  	frequently studying changes affecting their members (e.g. demographic, technological) and reporting on growing and shrinking needs, suggesting career strategies


  	helping members adapt with targeted learning and new qualifications


  	acting as a recruitment agency


  	talking to employers about ways to support members through career changes (e.g. retirement, training, rotations, planned changes that provide some job security to members)


  	generating, collecting, and promoting innovative ideas more directly.





The overall impact of innovation is typically towards improvement and so facilitating it benefits society as a whole. There should be a way to share out those benefits so that everyone, or nearly everyone, benefits.


Minimizing the setbacks suffered by some individuals is better achieved by innovating in good time than by blocking innovation until it can no longer be held back. Innovation is best done by starting as early as possible but doing it incrementally. If a role is made redundant, potentially putting many people out of work, then the impact for individuals is reduced if time is available for people to retire, get jobs elsewhere, or switch into vacancies at their existing employer that open up naturally over time.


Workers who drive innovation rather than hold it back are more desired by employers, customers, and society as a whole.


E.g. Imagine two workers in an organization. One is constantly looking for and suggesting ways to improve. Her personal productivity improves and she cooperates with good ideas others suggest. Ultimately, she thinks of a way to make her role redundant and suggests it. In a small way this improves resource efficiency and leads to lower prices for customers.


The other worker does not look for improvement and does her best to block ideas suggested by others, including direct instructions from higher up the organization. She does not improve her performance over time.


Clearly, the employer will want to keep the innovator and get rid of the blocker. Employment law may make this difficult. However, in the longer run the innovator will have a great career while the blocker will remain unpromoted, insecure, and resentful.


This imaginary comparison gives some idea of the prospects for workers who block innovation, either on their own initiative or induced by a trade union or other membership organization for workers.


 


Reading the previous pages you perhaps thought that people in non-government organizations can do harm to real economic performance and sustainability as well as good. The same is true when people are working in government, which is the topic of the next chapter.


Chapter 9: Government choices


Collectively, the lifestyle choices of ordinary people and the choices of people working on producer technology are the most important for our overall real economic efficiency. In the UK there are roughly 100,000 people for each Member of Parliament. We massively outnumber them, we work, and they mostly just talk.


Nevertheless, it is easier if governments adopt helpful policies instead of unhelpful ones.


All the general solutions to real economic problems are relevant to government choices but this section goes into more detail in three levels and considers some further issues. The first level suggests improvements to the decision framework used by governments, affecting the way they evaluate changes they might make. The next level digs into some major issues facing governments, such as reducing poverty and coping with economic crises. The final level goes through the main levers that governments can pull. Although this final level often touches on themes discussed in the second level, it does so in a little more detail and from a different perspective.


The decision framework


Governments must devise and evaluate possible changes in policy and law. Of course a lot of this is driven by political in-fighting and reflects the interests of stakeholders only poorly. However, behind the news headlines of rows and U-turns there are usually lengthy formal processes of fact-finding, option development, consultation, and evaluation of options. These are usually done by civil servants, specially appointed committees, or other advisors. This detailed work can be influential.


The following suggestions are on the formal development and evaluation of options, and could be implemented by civil servants and other advisors to the politicians theoretically in power.


Measures of economic progress


Economic indicators tend to direct the attention of politicians, journalists, central bankers, economists, civil servants, other advisors, and voters. The usual, money-oriented measures of economic progress are often ambiguous and unhelpful. Sometimes, focusing on them is harmful.


What should governments measure and monitor? Real economic thinking can help us decide. There are measures we need but do not have and measures we have but should stop using.


Measures we need


It would surely help to get reliable, detailed information about the following:


Raw resource availability: This includes what is captured (e.g. energy, water, carbon) and how efficiently work is shared around, indicating where there are people who have too much to do and people with not enough.


Producer efficiency: How much work and other raw resources are consumed to provide each unit of the products our lifestyles require.


Consumer efficiency: The products our lifestyles require for a given quality of life.


End-to-end efficiency: Reflecting both consumer and producer efficiency, and their alignment.


Lifestyle quality: Health, mood, education, longevity, and so on.


Notice that these use counts and measurements of products, real resources, and lives not amounts of money.


There are many different products and efficiencies so a sampling approach and summary numbers would be needed.


The main indicators should be supported by analyses of their drivers.


E.g. It would be helpful to know the percentages of adults incapable of paid employment due to each of ill health, serious disability, addiction, lack of skills, incarceration, personality disorders, and dishonesty. This might concentrate attention on the high proportion of young people who end nearly 20 years of formal education with few directly useful skills.


Of course statistics on resource consumption do exist but I have not been able to find any that directly meet the requirements listed above.


E.g. For the UK there are extensive statistics on energy use (Department for Energy Security and Net Zero, 2022) but these do not include the energy ‘embedded’ in products imported or exported. The UK’s energy consumption has reduced, though this is partly due to the decline of its energy intensive industries, some of which were exporting their products abroad, effectively exaggerating past UK consumption.


E.g. The Eurostat statistics on resource productivity (Eurostat, n.d.) go to considerable lengths to remove the effect of inflation on their reported trends but the productivity reported is GDP per kilogram of resource. Not only is a kilogram of uranium equated with a kilogram of water but human labour is completely ignored.


The idea of splitting out the effect of our real resource-demanding lifestyles from the efficiency with which those demands are met has yet to be implemented properly in official statistics.


Measures to stop using


The most often mentioned economic indicators today do not deliver any of the useful information listed above despite the enormous effort that goes into calculating them. They often use money totals and fail to distinguish between activities that are, in real economic terms, radically different. A movement in an economic indicator could be the result of an improving or deteriorating real economy, so the indicators are ambiguous. The following familiar indicators are worse than useless and should not be used.


Gross Domestic Product (GDP): This is a total money value of goods and services produced in the country in a year. Higher GDP is usually thought to be better. Increases in GDP are called ‘economic growth’. However, some types of economic deterioration also increase GDP.


GDP reflects products created, not why they were created, so GDP could increase because we are shifting to a more demanding, less efficient lifestyle. This shift would be the opposite of improvement.


An increase in selling second-hand goods (e.g. using charity shops, online auction sites, and car boot sales) reduces GDP compared to always buying goods new. Increasing re-use is good for society but makes the GDP figures look worse.


Selling more alcohol and nicotine contributes to GDP but not to good lives. When criminals do senseless damage to property our lives are harmed but the extra work needed to repair the damage boosts GDP.


Productivity: In macroeconomics, this is the money value of output per person (or working hour), so it reflects the money we are willing and able to pay for work done. It does not discriminate between work we really need and work on non-essentials and remediation that should not have been necessary. It also does not discriminate between gains through efficient use of real resources and gains from charging more for products by monopoly power, cartels, and other anti-competitive practices. Increasing productivity can be achieved by persuading or forcing consumers to buy a more expensive version of a product – probably involving greater consumption of resources too. Increasing productivity this way would probably increase waste in our economy.


Conversely, finding ways to use real resources more efficiently enables goods and services to be provided more cheaply, reducing GDP and reducing so-called productivity when labour use is unchanged but some other resource is used more efficiently.


Employment: The number of people in employment reflects the number of people in paid jobs, not the true labour contribution of people. For example, if you care for your own children then you are working and contributing labour but this is not captured in today’s employment statistics.


Price inflation: This reflects gradual changes in prices, usually measured by tracking the money price of a ‘basket’ of goods and services. This might be driven by changes in:



  	the supply of money (more money pushes prices up)


  	interest rates paid by borrowers (lower rates increase spending and push prices up)


  	the quality (e.g. freshness, safety, nutritional content) of the products in the basket (higher quality pushes prices up and can be hard to allow for accurately in the calculation of inflation)


  	efficiency of production (greater efficiency pushes prices down)


  	competitiveness of markets (more competition pushes prices down)


  	extent of wasteful consumption (more wasteful consumption pushes prices up), and


  	extent of temporary cessation of essential consumption (more caution pushes prices down).





The rate of inflation reveals very little that is useful. A period of deflation is generally regarded by politicians and economists as bad yet some real economic changes (e.g. less wasteful consumption and more efficient production) could produce deflation.


At the time of writing the Bank of England has a target of keeping the UK’s inflation rate at 2%, neither higher nor lower, regardless of the real state of the economy. This could incentivize it, at times, to keep wasteful consumption up and discourage efficient production.


Publicizing inflation but not the reasons for it can trigger unhelpful behaviour by citizens. In particular, if some prices (e.g. of energy) rise for a temporary reason then people often ask for permanent pay rises and prices of unrelated products also rise just to keep up. Also, if prices fall due to improved real resource efficiency then this should not lead to reductions in pay rates for individual workers.


Living in poverty: This appears to be about poverty but is in reality about having a money income a certain percentage below the median of incomes in a population. This measure is misleading in two ways. First, it is relative. People considered to be in poverty in a wealthy country might be considered well off in a poor country. Second, it is in terms of money, ignoring what the money can buy. As technology advances, we get more good living with less resource and this is not reflected in typical measures of poverty.


Living standards: Similar points can be made about living standards when they are based on money and relative rather than absolute. When average pay rises less than average prices, people sometimes assume they are worse off as a result. In money terms they probably are but in real economic terms they might not be because of the advance of technology.


 


Shifting towards useful real economic measures and away from the misleading money measures would lead to more helpful actions and fewer that are counterproductive. New models would be needed to go with these new measures.


Modelling real economies


Economic models and the predictions they provide are vital tools for macroeconomic management. The full impact of government actions for economies can be hard to predict, as with any complex system, but quantitative modelling can do better than unaided judgement.


Governments already use models often but would probably use models based on real resources more and with greater confidence. The models needed and the predictions from them should show, among other things:



  	both money and real resources


  	what work is done (paid and unpaid of various types), not just the amount of money paid to people to work


  	what real resources people consume, instead of just how much money they spend on consumption


  	the effects of limits on real resources


  	the amounts of various pollutants created and released


  	the effects of changes in the relevant knowledge and attitudes of economic citizens


  	the effects of improving producer technology, consumer lifestyles, and their alignment.





Such models are likely to reveal in more detail the ways that changes in the distribution of money can be linked to very different changes in the distribution of real resources.


E.g. Suppose a government raises some money through new taxes on one set of its citizens and gives the money to another set as social security payments. This will tend to shift the way real resources are applied to the interests of those citizens. Those receiving the transfer of money will buy more products and consume more real resources but who will consume less to compensate?


Probably it will mostly be poor people not getting the extra money. In contrast, the wealthiest tax payers will probably make no changes to their lifestyles and still be able to afford it all and amass savings. The redistribution of real resources does not match the redistribution of money.


Quite sophisticated models would be needed to understand how money changes spread through a society, how the various consumers and producers might respond, and what this would do to real resource flows.


It might be possible, one day, to model all these effects and predict the consequences of government actions. In the meantime, the best approach is to measure the useful real economic amounts and pay attention to the details. General prescriptions about increasing or decreasing overall money amounts are unlikely to achieve desirable results predictably.


Some important macroeconomic models today do not consider crucial real resources.


E.g. In the UK, the independent Office for Budget Responsibility (OBR) does macroeconomic forecasting for the UK government. Although its complex macroeconomic model (OBR, 2021) embeds ideas about how the UK’s economy works, the model's results are also driven by a long list of estimates about the current situation and guesstimates about the future (including how people will react to changes).


The model can be criticized on several grounds and is not particularly reliable, like most macroeconomic models. A crucial weakness is that almost all its variables appear to be money numbers. (It is quite hard to tell what units are used because, although the variables are listed with brief descriptions, the units of measurement are not stated. This seems to be typical of macroeconomic models.)


One of the rare exceptions to this is that the model knows how many people there are in the country of various ages, which are real economic numbers. However, it has no knowledge of what they do when they do paid work, what work they do that is not paid for, what skills they have, what they consume, or how good their lives are.


The National Accounts provided by the Office for National Statistics have more analysis of economic activity in different sectors but this is in money terms and still does not distinguish between useful and useless work.


Such modelling omissions might not be damaging if the aim was just to predict money phenomena and other models were used to consider real economic issues. In the case of the OBR’s model, this does not happen.


Essential value judgements


One important activity for government within this overall approach is to assess the frivolity of different forms of consumption and the value of different jobs. This involves value judgements but they are far from subjective opinions.


It is obvious to most people that a doctor is more valuable than a heroin dealer, and that a builder of homes is more valuable than a casino operator. It is also obvious that in almost any situation basic, healthy food is less frivolous than a fifth wristwatch, and that a home is more important than a holiday trip to Australia.


But for more difficult distinctions it may be helpful to devise objective tests or, at least, mental experiments that help with valuation.


One approach would be to consider the consumption levels that are adequate for people of different ages, sizes, and so on. These consumption levels would not be average actual levels; they would be adequate levels for a competent, self-controlled person with a healthy lifestyle.


These could cover consumption in the following areas:


Needed in the short term for life: drink, food, shelter, heating, clothing, hygiene, medical care, freedom from toxins, security, childcare, care when elderly, contact with people.


Needed in the longer term for new generations: mating opportunities, medical care around childbirth.


Provides entertainment and pleasure: This can be done in many ways.


Supports the other consumption needs: information, education, organization and control, problem solving, transport, storage.


The needs of individuals could be scaled up to estimate the needs of a society. Further modelling might allow estimates of the number of people needed in various occupations. Large differences between these and current employment would indicate room for improvement.


One test that does not help at all is to look at how much people currently spend on a product or the total revenues of an ‘industry’. This is because of the following factors:


Competition: Many products we really need, such as foods, are produced relatively cheaply and competition keeps prices far below the most we would be willing to pay a monopolist. Where competition is limited and supply is restricted (e.g. oil, diamonds) prices are pushed higher.


Desires of the wealthy: Rich people can afford to spend a lot on things they do not need and sometimes they do. This makes it seem that some products are more needed than they are.


Error: Some people make poor decisions about how to spend their money, driven by addiction (e.g. heroin), greed and ignorance (e.g. bitcoin), or social anxiety, to name just a few reasons. (See Chapter 7, Reasons for consumption for more detail.)


Better tests of value for difficult items like entertainment might study how much people would be willing to pay if there was no competition, or if their income was very low so they could only afford the essentials.


If this was done by asking samples of people then there is a risk of dishonest or mistaken answers. To identify poor choices by some people asked, we could look at the most common valuations or consider whether the choices people say they would make if desperately poor or stranded on a desert island would let them survive. For example, we can ignore a person's answers if they say they would rather take a record player, diamond ring, and box of cigars to a desert island than a bottle of water, a fishhook, and a magnifying glass (to light a fire).


Challenges for governments


This section discusses some key areas where governments can help guide economies. Real economic considerations often give fresh insights.


Guiding land use


The way societies use their land is crucial. This encompasses what land is used for, how it is landscaped, and what is built on it.


There are many competing possible uses, such as for agriculture, water storage, waste water processing, housing, industry, distribution, transport, or as a natural area for recreation and other species. The layout and quality of each use can have a huge impact on real economic performance and our lives.


Here are some ideas for good land use:


Food: Flat, fertile land suitable for growing crops should not be wasted on animal grazing, growing plants to feed to animals, growing plants just to make biofuels, or excessively dense PV arrays that prevent agriculture. Grouse moors could be restored to their former habitats (e.g. forests) and become more productive.


Renewables: Space is needed for PV arrays and wind turbines. They should be close to where the electricity is used to minimize transmission losses and so that local users of electricity are more willing to accept local generation. Electricity pricing should make local electricity cheaper, just as it is in real resource terms.


Public and natural spaces: People living near green public spaces enjoy their lives more at no direct cost to themselves. Ideally, these green spaces should support many species and connect, with trees, rather than be islands of green. Trees prefer being with other trees because their roots connect while many animals travel at tree canopy level.


Local living: Lifestyle efficiency is boosted when most people can easily walk to the places they need to go, such as schools, workplaces, shops, and healthcare locations. Those walks keep them active and more healthy. Urban areas should be compact. This is helped by multi-storey blocks and terraces, which are also energy efficient. Homes should be of varied sizes to suit people with different occupations and incomes.


Transport: Societies need transport links but not too many. The faster journeys are, the more people tend to make. Local living reduces the need for travel and requires pleasant routes for walking, cycling, and personal electric gadgets (e.g. e-scooters). In future, public transport will probably include driverless cars that provide a door-to-door service on demand, with less reliance on buses and trains.


Building quality: Buildings should be designed to last and use energy and water efficiently. Lasting a long time is promoted by durable materials, clever designs, and making buildings adaptable and beautiful.


Governments can (1) use their own land well and (2) stop others using land badly. In support of these, it helps everyone if governments develop and publicize long-term plans for land use, based on long-term collective wellbeing. Such long-term plans guide those who give approvals for new projects and developers who ask for approval. The developers can see what is likely to be approved and what is likely to be in the areas surrounding their proposed developments, which helps them evaluate ideas and sites. It also helps if governments publish detailed guidance on good designs, developed by experts and using research.


How governments should exert influence, and to what extent, are not always clear. There is room for well-managed markets to distribute decision-making. However, there are also inherent challenges that market participants often handle poorly. The following challenges call for some government monitoring and control:


Shared use: In the UK we benefit enormously from many public or otherwise shared spaces, ranging from roads to parks, and from city squares to beaches. Someone has to take care of these for the benefit of everyone. Having that done by government is usually more convenient than having to buy tickets and pay tolls several times a day.


Effects for later users: Land and many buildings and other artificial structures last longer than individual people. Excellent planning for the long term, beyond the involvement of existing stakeholders, helps us towards efficient lives and full sustainability. Poor planning can have the opposite effect.


Neighbour impacts: What people do on their own land is not just a matter for them. In many ways it will affect the lives of others. Some effects are obvious:



  	a new building or extension that reduces a neighbour's view, light, or privacy


  	a new use of land that generates traffic, antisocial behaviour, litter, noise (especially at antisocial times), bad smells, particulates, or other pollution


  	a development that is ugly or out of keeping with its surroundings, reducing the attractiveness of the neighbourhood.






Although these effects are obvious, the many applications for planning permission refused because of them show there are people who do not understand the effects of their developments on others.


Other effects are less obvious:



  	new housing that stretches existing public services such as for healthcare and refuse collection


  	developments that cause rainwater to run off more quickly, increasing the risk of floods elsewhere


  	sea or flood defences that increase the risk of flooding elsewhere


  	new developments that increase use of water from a river or aquifer, potentially depleting it and leaving others without sufficient water


  	destruction of forests leading to arid areas further inland. (Note: Forests carry water deeper into large land masses. A key mechanism is that the trees absorb rain but then the water rises from the leaves to form clouds and give more rain further downwind and inland. Without the trees the water would quickly return to the sea via rivers.)





Some of these effects are hard to notice and have only become clear in recent decades.


Bad designs: Sometimes regulating new developments helps by blocking schemes that are ugly, flimsy, unsafe, or so inefficient they would be unsuitable even for the proposer of the scheme. The designs might be thoughtless, fashionable but impractical, or just contain subtle mistakes with materials or design details that will lead to damp or safety problems. On a wider scale, large areas of expensive housing are sometimes built with nowhere for lower paid workers to live – workers who will service those large homes and their occupants.


For all these reasons governments may need to get involved. In the UK, the planning system is quite rigorous and backed by building regulations enforced by inspections. However, it is crucial that government control enhances land use rather than making it worse, as has sometimes happened. Much is at stake.


Guiding consumption and careers


This is a broad area but important. Typical policies today, based on money thinking, tend to focus on quantity without thinking enough about the quality of consumption and work. Real economic thinking can help.


Today, governments usually have one economic fear above all, which is that consumer demand might fall. They want people to keep on spending – on anything – to keep people in jobs and keep the frantic whirl going. They want people in paying jobs – whatever they are – to keep the money turning through the economy and the taxes coming in.


In the short term this is reasonable because sudden drops in demand cause unemployment that in turn creates hardship for some. However, in the long term it is counterproductive.


In the long term we must move towards efficient consumption and useful jobs. Done gradually this could reduce demand but need not cause unemployment or hardship.


Drops in demand that cause job losses are triggered by a sudden drop in expectations of future economic demand. In such crises people are not trying to refocus on useful work, efficient supply, and efficient lifestyles. They are just trying to get through the next few months.


A better shift is one where people deliberately and gradually refocus work on what is needed, with more effort going into, for example, caring for the elderly and building sustainable infrastructure. Simultaneously, throughout the period of change, we as individuals must deliberately (1) change our lifestyles towards efficient consumption that brings happiness with less work, and (2) choose or change our skills and career paths towards the corresponding work.


The main challenge is likely to be in accelerating the change, not avoiding sudden crises. Governments can help guide us in the right direction.


To lay the foundations for wise career and consumption choices by citizens, governments can:



  	spread good ideas for changes to lifestyles, producer technology, and increasing raw resource availability


  	join in the encouragement to use resources wisely, educating everyone in detail about how their actions affect others and our planet


  	incorporate this knowledge in schooling


  	tax wasteful consumption (having explained the reasons for doing so) and so steer consumers to steer businesses towards more necessary products, thus changing the demand for employees


  	overcome resistance to change that aims to keep things as they are (e.g. schoolteachers and university instructors who want to keep teaching the same material, companies doing highly polluting things who want to avoid higher taxes on their products).





On careers specifically, governments can also:



  	develop and promote school and university qualifications that focus on the skills needed and waste less time on other things


  	collect and share information on the career implications of career choices, especially those that steer towards dependable, useful careers and away from speculative bids for stardom


  	invest in improving mathematical education so that fewer young people are barred from useful careers by early struggles with mathematics


  	promote development and adoption of standards that make some jobs simpler.





Imagine how this would change the experience of people as they grow up. They would have a different appreciation of the value of good work (less focus on glamorous roles and more focus on truly valued roles), a clearer understanding of the challenges our society faces, different skills, and different careers advice.


On consumption specifically, governments can also:



  	provide information about the impacts of specific products to aid wise decisions


  	spread this with labelling.





Sharing work


Many people feel overwhelmed by the work they do and there is no shortage of useful tasks to be done, yet some people are struggling to find paying work. How can this situation be improved?


One reason some people do not have paid work is that they are not capable of doing many of the jobs currently established, as discussed earlier. This problem is almost certainly greater for young people.


E.g. According to the Office for National Statistics (ONS, 2022g), in June to August 2022 unemployed people as a percentage of economically active people in each age group were as follows:


16-17: 21.8%

18-24: 7.5%

25-49: 2.9%

50+: 2.5%.


This is the usual pattern by age in the UK.


The higher unemployment rate for young people is unlikely to be entirely due to the time it takes to respond to advertisements, do interviews, and complete paperwork to start their first job. Their unemployment is much more likely to be due to limited skills and evidence of ability.


Young people in the UK receive more than 10 years of education but very few are ready for a job when it ends. They must be trained. Exceptions include people who take higher education to become doctors and architects, which includes work experience and closely job-related education.


The list of things young people should know is long but here are some that seem fundamental but overlooked:


How to do physical tasks safely and efficiently: taking instructions, developing and refining a skill, selecting tools, placing tools and materials, using large muscle groups, minimizing movements, refining trajectories, refining eye movements, recognizing dangers (e.g. trip hazards, sharp edges and points, toxic substances, fragile objects, small margins of error) and taking appropriate actions, avoiding severe strain, avoiding repetitive strain injuries, posture, tension, taking rests, nutrition.


E.g. Imagine that, during a tennis training session, there are many tennis balls spread across a tennis court that must be picked up and put in a bucket. A child is asked to do this. Many children will run off, get two balls, return to the bucket, then get two more balls, and again return to the bucket. It does not occur to them to move the bucket to better places, which would be much easier and quicker.


E.g. Some people do not know how to align their bodies when they first use a saw, screwdriver, or power tool.


How to do mental tasks safely and efficiently: taking a brief, fact finding by discussion and reading, developing a process, refining a process, building in checks, designing layouts, choosing tools, performing reviews for others, receiving review comments from others, using rests, sleep, reducing distractions.


How to be the boss: skills coaching, explaining and justifying a task or decision, adjudicating in disputes, representing a team externally, keeping a team informed about what is going on around them, measuring and monitoring, managing meetings and less formal discussions.


How to work with a boss: receiving skills coaching, understanding tasks given, allowing the boss to adjudicate, sharing information with the boss, discussing performance with the boss, knowing when a boss is not doing their work well.


How to take other team roles: negotiating fair deals, getting to the truth, identifying unfair and even criminal behaviour and knowing what to do in response.


 


Some of these things are already learned to an extent at school and in further education but not taught in a systematic, detailed, technical way. It is just assumed that if young people are given tasks that require these abilities then they will somehow develop them.


Another strategy to promote sharing work is to create jobs that require less skill, cognitive ability, and self control. I suspect the trend over the past few decades has been for jobs to get more complicated. Even apparently straightforward jobs now have health and safety rules to follow, other legal compliance requirements, or computer systems to use. It may be time to reverse this trend.


This can be done by simplifying work and by finding simple tasks within work that can be made into a job for someone. Standards (e.g. British standards) can help with this.


E.g. In today’s homes, many repair jobs and extension projects need highly trained people, such as plasterers, electricians, bricklayers, and plumbers. But suppose more building components were available that were like a giant construction toy (e.g. Lego). If most able-bodied people could build their own home, including services, this would greatly increase the pool of people able to work on construction projects. This development might be encouraged by working on standards for construction components that require little skill to use.


Two helpful trends have promoted work sharing. The internet has made it possible to do some intellectual work remotely, sometimes in small bursts that fit around other roles (e.g. as a parent or carer). There may be more scope for this. Job sharing is another trend that has been helpful and might be taken further.


Economic crises


Faced with an economic crisis, governments today sometimes take actions that make matters worse and often focus mainly on their own finances rather than the economic health of their whole country. It is telling that the term ‘national debt’ refers to just the debt of the government, not the whole nation; it reflects the egocentric perspective of politicians and public sector economists. They often focus on growth of the economy (measured by GDP) but this is mainly because they think that higher GDP will raise their tax income and help government finances. We need a better approach.


Different types of economic crisis require different responses from governments, other organizations, and individuals. Crises have different drivers and manifest themselves in different ways. There are often real economic issues (e.g. people not working because of a pandemic, war, or lack of confidence in future demand) and money issues (e.g. the threat of runaway inflation, money market plunges).


My hypothesis is that the key elements of a good response to economic crises are the same as in normal times: (a) cut frivolous consumption, (b) focus on useful work, (c) do that work efficiently, (d) distribute work more evenly, and (e) increase the supply of raw resources by building additional sustainable infrastructure.


Unfortunately, in a crisis some of these things happen too abruptly leading to hardship (e.g. unemployment) while others are more difficult because of competing requirements from the crisis (e.g. fighting a war, treating the sick).


This section divides economic crises into those driven by a cycle of boom and bust, and those with other causes.


Boom and bust


National economies and the economies of large regions of the world occasionally experience periods of growth, high employment, and optimism followed by abrupt collapses of business and banking confidence, drops in demand, and job losses.


There may be little or nothing that happens to change views of the future, but investors, business leaders, and consumers eventually realize that they were over-estimating future income and growth. They then decide they would be safer cutting back on investments, avoiding new risk taking, and cutting or deferring expenses. The suddenness of the realization makes these economic crises deeper and more frightening. Lingering doubt about recovery can make the crises long lasting.


Real economic ideas might improve management of this problem. Here are four recommendations.


Improve decisions with real economic indicators


These boom and bust events are sometimes described as market failures but should be considered failures of decision-making by participants.


In normal times and typical markets, distributed decision-making by market participants is wiser than that of central planners. With distributed decisions we can react to local information and the total thinking effort is spread over millions of minds. This is a major reason why countries with well-managed, fair markets have done better economically than centrally planned economies.


However, this collective wisdom seems to break down at times leading to irrational optimism followed by sudden correction.


It is possible that this suddenness is partly due to herding, where people tend to go along with others rather than think independently. Research on collective wisdom has shown that it is less reliable when there is little information to go on, there is uncertainty, and most people are reacting to the same meagre information.


Perhaps the ambiguity of the major economic indicators (discussed earlier) contributes to the uncertainty. If more information about real economic quantities was available, accessible, and attended to by more people then perhaps there would be less uncertainty and less of the dangerous herding.


Regulate and reduce lazy speculation


It might also be possible to reduce herding by reducing the number of speculators in financial markets who do no economic or company analysis themselves but instead freeload off other investors. They do this by just reacting to price changes without thinking about why those prices have changed.


E.g. An investor who holds a portfolio that mimics the composition of a major market index (e.g. the FTSE100) can do quite well with little effort because other people have analysed the companies to drive the prices.


Encourage organizations to become more resilient


A real economic approach should also improve the response to bubbles when they happen.


Governments can encourage organizations of all kinds to be more resilient as discussed in Chapter 8 under How to be resilient.


Focus on necessary work and consumption


The most important change is to focus the society more on necessary work and consumption but this is not what has usually happened. The UK government's response to the 2008 crash is an example.


E.g. When the 2008 crash happened it was a signal that we needed to do more necessary work, less unnecessary work, and cut wasteful consumption. Many of the decisions taken in response to this crisis were counterproductive, at least in the short term.


Companies laid off workers, especially in manufacturing, construction, and transport & storage (ONS, 2022g). At precisely the time when we needed to do more solid, necessary work, companies reduced the number of people employed to do it.


The government of the UK responded initially by cutting VAT from 17.5% to 15%; VAT is a form of sales tax that does not apply to essentials such as most foods and children’s clothes so the effect of this tax change was to reduce the discouragement of wasteful consumption.


The Bank of England adopted a similar philosophy, seeking to ‘boost the economy’ by encouraging people to spend and consume more, regardless of what they were consuming. The Bank's main levers have been changing its interest rate and buying government debt from financial service companies using money it has created digitally for the purpose. The main reason for adjusting the interest rate and level of debt buying has been to achieve the target inflation rate of 2%, neither higher nor lower.


Governments chose between austerity and stimulus. The stimulus theory is that government spending can ‘kick start’ an economy by giving people money that they spend in shops, that stimulates suppliers to produce, and that gets the merry-go-round spinning once more. Again, this spending is regardless of what is being consumed.


However, with huge debts and interest payments, many governments preferred instead to cut their expenditure. Some people complain that this was harsh but the reality is that the UK government continued to run a budget deficit (i.e. spend more than it earned) every year from 2008 until the time of writing, despite an attempt at austerity. Populations have been enjoying public services funded to a significant extent by loans that, eventually, they or their children must pay back primarily by doing work.


In an economic crisis the main economic indicator for governments and journalists remains the GDP. It is even used to define a ‘recession’. As discussed earlier, the GDP is just a measure of the monetary value of goods and services produced, regardless of what they were. The GDP can be ‘improved’ by a severe winter, building more luxury yachts for billionaires, not buying secondhand goods, going to war, or knocking down hospitals and rebuilding them for no good reason. Production isn’t always useful but it does consume resources.


This is typical money-focused economics, within which consumption and production are just money amounts and it does not matter what is being consumed or produced.


A better way to respond to boom and bust is to recognize that it is not just how much work we do, but what work we do that matters. We should focus more on work required to support our needs, and less on work required to support relatively frivolous wants. For example, we must do more on healthcare and flood protection.


If we are to enjoy the future then we need efficient lifestyles and producers. That is, lifestyles that deliver the long, happy, secure lives we desire, easily, using products that are provided sustainably.


The effect of finding ever-more efficient ways to support the lives we want should be that money prices of goods and services gradually reduce. Deflation should be normal across the whole economy just as it is for some categories of product, such as electronic gadgets. This would not be recession in the true sense, though it might be classified as recession when only GDP is considered.


Other economic crises


Other economic crises are caused by immediately identifiable external challenges, such as war, infectious disease, and drought or other severe weather. Although the challenges are obvious, their full economic implications might not be.


The response must tackle the real economic consequences of the challenge.


E.g. During World War II the UK was short of supplies, including food. In response, efforts to import from the USA were increased, people turned gardens from flowers to food, and farmers were not conscripted to fight. The moat of the Tower of London was turned into a vegetable garden. Rationing was introduced to spread the limited food fairly across the population.


E.g. During the COVID-19 pandemic a difficult balance had to be struck between economic production and slowing the spread of the virus. In the UK people were told to work at home if they could. Workers doing jobs that were necessary in the short term (e.g. farming, selling food, healthcare) were told to continue, while people doing jobs that were not necessary in the short term (e.g. in bars, restaurants, selling clothes in shops rather than online) were told to stop for a while.


E.g. In 2022, prices of many products across the world, but especially in Europe, rose. Major drivers included the rising price of energy due to Russia’s reduced supplies of natural gas to Europe and reduced supplies of food from Ukraine. To respond correctly it was essential to understand the real economic issues behind the rising prices rather than just think of it as ‘inflation’. Typically, inflation driven by money supply and price nudging causes prices to stay higher. In contrast, prices that rise due to temporarily reduced supply can be expected to fall later.


The difference is crucial. If people expect prices to fall in future then they can be happy with temporary financial help from their government or employer. However, if they think prices will never fall then they will want permanent financial adjustments, such as increased pay (with no expectation of pay falling later).


The challenge driving a crisis usually means that work on projects for the future (e.g. sustainable infrastructure) is delayed while more immediate needs are met. However, this does not necessarily mean that progress towards sustainability is hindered in the long term.


E.g. Russia’s invasion of Ukraine in 2022 was coupled with reduced supplies of natural gas by Russia to Europe. Some European countries were particularly dependent on Russian gas. Their immediate reaction was to try to get natural gas from other sources but, long term, the crisis also strengthened their desire to stop using natural gas.


Tackling poverty


The problem of poverty generates long and bitter arguments where politics gets in the way of solutions. The arguments rage over what counts as poverty, why people are poor (and whom to blame), and what should be done about it. Each of these issues can be clarified with real economic thinking.


The political rhetoric


Struggles for political support and power get in the way of reducing poverty. The misleading rhetoric used is part of the problem.


Political parties in opposition typically say poverty is a terrible problem and the fault of the party in office. The party in office prefers to say things are not that bad, though they are taking action. One tactic that has become embedded is to use language deceptively.


In the UK and other developed countries, the proportion of the population experiencing absolute poverty is low. People are rarely without adequate shelter and food.


What is talked about more often is relative poverty. Various phrases and definitions are used but they all amount to saying a person is poor because many more people in the country are better off, either financially or materially. A person who is in relative poverty in the UK might be living more comfortably than people in parts of Africa, for example, who are not in relative poverty there. In theory, an advanced society could have people living comfortably in luxury who are still technically ‘living in poverty’.


The causes of poverty also tend to be presented differently in the opposing political views. One side often argues that all poor people are diligent, sensible people whose poverty is unrelated to their choices. The rich are to blame. The other side more often argues that poor people are lazy and should get a job. The poor are to blame. The one thing both sides often agree on is that the government is to blame, except when they are the government.


These oversimplifications lead to crude, unsatisfactory actions. One side argues that the government should give poor people more money and free stuff, having taken money from the rich. The other side argues that poor people should not be given more money and free stuff, so they have a stronger motive to stop being lazy and get a job. The commonality is the focus on money.


Focusing on money can lead to policies that are ineffective and occasionally do more harm than good. Reasons for this are given in the following sections.


Definitions of poverty


Some definitions of poverty are more helpful than others.


Measures of poverty should be absolute. This shows long-term progress clearly and allows comparisons between countries.


E.g. One indicator of poverty is the most advanced mode of personal transport available to a person. The progression goes something like this: bare foot walking, shoes, bicycle, motor scooter, car.


Focusing on absolute measures would also reduce the tendency to push for ever-increasing consumption. If many wealthy people continually try to differentiate themselves from others, and if many relatively poor people are continually trying to catch up, then the result will be escalating consumption. It would be better if people saw themselves as progressing on an absolute scale where it is easy to see you have enough.


Many measures of poverty are relative, as noted above. Using them to judge progress is misleading. A genuine improvement in the lifestyles of all citizens might make no difference to the proportion reported as relatively poor. Conversely, people can be taken out of relative poverty by making people with middling incomes poorer, which shifts the median down.


Definitions of poverty should pay attention to the lifestyles of citizens, not just their money. Definitions of poverty for individuals and households currently tend to focus on money, rather than looking at what the money can buy in the country concerned and given technology at the time. For real economic analysis, definitions are needed that focus on the lives experienced by people. This allows comparison between countries and between points in time separated by many years.


Measures of poverty should use scales rather than just dividing people into two groups, poor and not poor. It is better to have a scale of poverty/wealth and summarise poverty prevalence in a country using percentages of people below particular points on the scale.


Measures of poverty should recognize the contribution of wasteful, bad decisions (e.g. due to addiction, ignorance, or lack of organization) because coaching might help reduce them.


A person with an adequate supply of products but who wastes them and consequently lives a miserable life involving poor health, unhappiness, and discomfort probably should not be described as poor. However, they might benefit from some help and should get it.


Conversely, a person who makes excellent use of their resources but these are not enough can be described as poor. They also should get help but not the same type of help.


Causes of poverty


People are poor for many different reasons, which is why a combination of different helping strategies is needed. Some people only need a temporary loan. Others might need constant personal care for the rest of their lives. Still others have the ability to get a better life by learning and effort, so need advice.


Here is a list of causes of poverty. The length of the list is an indicator of the complexity of the problems and the need for a varied, responsive approach.


Getting started: Young people just trying to get started often face a combination of problems. In addition to lacking valuable skills they may lack evidence of the skills they have (due to lack of work experience to put on their CVs). They will also often be poor because they have not started to build up the savings that, in future, will make them comfortably well off as they approach retirement.


Lack of parental support: Some are poor because they are grappling with challenges and lack parental support to help them through. Support that would have helped but which they lack includes help getting work experience, the opportunity to live at home with parents, a loan or gift to buy a home (rather than renting), other loans to help with expenses early in life, an inheritance, and free childcare from a grandparent.


Caring responsibilities: Some people have caring responsibilities at home. They may be parents looking after young children (a bigger issue with more children), or looking after elderly parents, or a sick or disabled person. They are working but not getting paid by an employer (at least not full time).


Low ability: Some people are less able to do useful work for others consistently, which affects their ability to earn money through working. Some of these hindrances are temporary while others are not. People may be too young, too old, physically ill, injured, or physically disabled. They may have low cognitive ability or low self-control, be on the autistic spectrum, have attention problems, or more specific learning problems. They may have a psychiatric problem (e.g. schizophrenia, depression, bipolar disorder, OCD, a phobia, generalized anxiety, anger problems, or a very unpleasant personality). They may have an addiction.


Many of these problems can lead to poor performance at school, a lack of qualifications and skills, law breaking, struggles getting work, and poor job performance. With some health and psychiatric conditions, the person has good and bad periods. During the good periods they are relatively capable, though still vulnerable.


Other reasons for being less able include having no useful work skills and (in the UK) having poor English language skills.


Some of these issues respond to encouragement to become more productive but some do not.


Poor choices and bad luck: Others find themselves poor due to poor choices, often combined with bad luck. They might have failed to build financial reserves when they could then had problems with nothing to fall back on. They might have taken a financial risk (e.g. started a business, made an investment) that did not work out. Or perhaps they failed to insure a major asset that was then destroyed. Some people fail to save enough to buy important home appliances and means of transport and so must pay more each week to live. Others make excessive gifts. Occasionally people lose their jobs but feel they cannot tell their spouse, who continues spending money as if they can afford to.


Addictions and compulsions: Poor choices are often the result of addictions and compulsions. Common addictions are to alcohol, nicotine, cannabis, refined sugar, and betting. Expensive compulsions include keeping up with the lifestyles of others and trying to maintain a particular appearance at all times, such as by bodybuilding (gym time, a high protein diet, powders, clothing, and extra showers) or by elaborate cosmetics (makeup, nails, hair styles, hair extensions, implants and other procedures, tanning). Some people are ‘spendaholics’ who spend compulsively with very poor understanding or control of their financial situation.


Ignorance and disorganization: Other poor choices arise from ignorance and disorganization. For example, a person who cannot cook must spend more on food while a person who does not plan meals will throw more food away.


Victimization: Some poor people are the victims of other people. They might have been defrauded. They might have become financially dependent on someone who then abandoned them.


Bureaucracy: Another factor may be bureaucratic complexities and delays. The person has applied for benefits due from the state but is still waiting for them, either because the poor person made a mistake, the bureaucrats did, or it always takes a long time. Alternatively, the person did not apply for all benefits due because of complexity, confusion, bad advice, or ignorance.


Criminal behaviour: This is another route to poverty. It may lead to imprisonment and difficulties getting legitimate employment. The person may be in the country illegally, or just not legally entitled to do paying work, leading to unofficial employment with low pay and poor conditions.


Hidden income: Some people who appear to be poor are not really poor because some or all of their income is not disclosed (often committing the crimes of tax evasion and benefit fraud). Sometimes their income is from crime.


Family pattern: There are also people whose family has a history of long-term unemployment and benefit dependency. For them, legitimate employment is an unfamiliar idea. To others this lifestyle seems lazy; they are not doing their fair share.


Costs of poverty: Once a person is poor, this can bring some additional expenses that only make things worse. They might be renting rather than owning their home or paying higher insurance premiums because of where they live. They might be struggling with expensive, high-interest debts.


Combined drivers of poverty: The drivers of poverty often combine. Consider as four separate examples people who:



  	are young and without parental support, so have low skills, low evidence of skills, no savings, and for whom all work opportunities are unattractive and poorly paid (even though they might lead to better things)


  	have low cognitive ability and poor self-control, with a family history of long-term unemployment and low education


  	are young single parents with no academic or other qualifications and unsupportive parents


  	have a serious psychiatric problem, no parents, a serious addiction, and a pattern of criminal behaviour.





 


A useful review of evidence on the causes of child poverty in the UK was published in 2014 (Department for Work and Pensions, 2014).


Solutions to poverty


With so many reasons for poverty, often in combination, it is obvious that individual solutions are needed. However, a society is likely to see less poverty generally if fewer people waste resources on frivolous luxury, work is shared more evenly, and production efficiency is excellent.


More focused methods of alleviating poverty include the following:


Money loans: These can help capable people who have experienced a setback and young people getting started. A government can lend to people unable to borrow from banks or their parents.


Money gifts: In other words, benefit payments. These can help many poor people but often not enough. For example, the beneficiaries might waste the money through poor choices or have problems they themselves cannot solve by spending money.


Gifts of products: One advantage of help in the form of products is that it does not depend on the recipient making wise choices for themselves. The products can be exclusively necessary and healthy, such as food banks providing only healthy foods, low cost ‘soup kitchen’ services offering healthy foods beyond soup, hygiene services, and gyms. An example of this in action is provision of free school meals for the children of poor families.


Work skills training: This should start at school and the UK has much scope for improvement. Higher education also can go further in getting more people ready to do useful work with minimal further training. Once adults have started working there is more scope for adding to their valuable skills and governments can play a role here too.


Work skills training is helpful in particular to young people who are starting out poor.


Money and lifestyle advice and coaching: This also should begin at school and again there is huge scope for improvement in the UK. Mentoring/coaching might also be a way to help people through life.


If successful, this might reduce the number of people whose mistakes, risk taking, and bad luck lead them into difficulty. No amount of risk management can completely eliminate these problems but it can make them much less common.


Lifestyle coaching can also help people have a happier life on low consumption, covering daily routines, economical decisions, useful home skills (e.g. cooking, simple repairs), and relationships with people (which are a major cause of happiness and unhappiness). (See the story of Robert in Chapter 6.) This might also include helping to form and maintain effective families and guiding parents to help their children appropriately.


Young couples who share a bedroom can save on accommodation costs. Lovers who pool their financial reserves and are both capable of paid work can sometimes ride out unemployment of one of them.


Help with bureaucracy: This includes making official forms easier to use, with fewer instructions that are confusing or incomplete. My personal experience with UK tax forms is that they are riddled with usability problems that do not get removed over time. Even simple usability testing and fixing, done properly, would remove these. The same is probably true for some other official forms, including those poor people must use to get help.


Reducing confusion through clearer, more complete instructions and simpler requirements can reduce workload for public servants and get cases processed more quickly.


Medical treatment and care: These are necessary for many people whose problems cannot be solved by just giving them more money to spend. In the case of addicts, for example, giving them more money risks helping them buy more drugs.


This is a huge area because there are so many different problems needing treatment, mental health problems and developmental disorders are being diagnosed more often than in the past, and the available treatments often help only some people treated.


E.g. Cognitive Behavioural Therapy for generalized anxiety helps roughly a third of patients treated (allowing for those who would have got better even without treatment). That leaves others still anxious and even those who were helped often remain unusually anxious but not so much that it qualifies as a mental illness. A treatment that was truly effective would leave patients less anxious than most people, not more.


Allocating more resources to medical treatment is often not the great help that many imagine. We urgently need treatments that are much more effective for many more patients.


Incentives to make an effort: Some poor people, offered help that goes beyond cash and free products, will angrily reject it. They will complain that they know how to live even as they light a joint or settle down for an afternoon of Xbox play. They have to be pushed to make an effort to change their lives, become more productive, and less selfish.


Real resources not money


The preceding discussion has given several reasons why just giving poor people more money is often not a full solution. However, there is a more fundamental reason why money in itself is not the way to tackle poverty.


Transferring money does not in itself make new resources available and does not usually redistribute real resources in a matching way. Suppose a new tax was introduced that used very high rates to take billions from billionaires and spread it to the poorest in a country in such a way that wealth ranking was unchanged, which is the usual intention. As a result, the former billionaires are only 100 times wealthier than most people, not 1,000 times wealthier. Will this make the poor better off by transferring real resources from billionaires to the poorest?


Not much. The rich can afford to continue with their lifestyles unchanged, using their remaining financial advantages to buy what they want just as before. The poorest have a little more money to help them compete for real resources with people who are not quite so poor but the poorest are still are at a disadvantage. More money would be chasing the same products so prices would go up. (If the poor used their newly received money to buy imports then more work would have to be done later to repay the foreign providers.)


What exactly would happen if a lot of money was transferred from billionaires is uncertain. Almost certainly, however, the impact for the poor would not be the transformation many expect.


Another real-life problem with this scheme is that many of the billionaires would leave and go to a country with lower tax rates.


Another money transfer that would not be helpful in the intended way would be from billionaires, by taxation, to a particular category of people who are not quite the poorest (e.g. public sector workers). This is the idea that encourages many ordinary workers to strike for higher pay. They hope the government will take more from the very wealthy and distribute it to them and their colleagues.


If that was done then the billionaires would still be wealthy enough to buy all the products they wanted. However, the newly wealthier people would buy more products leaving less for those less wealthy than they are.


In short, the money comes from the very wealthy but the real resources mostly from the very poor. This is not what the policy would be trying to achieve.


The key to alleviating poverty is to improve the distribution of products, not just to transfer money. Indeed, if the rich consumed less then that would benefit the poor even if no money was transferred from the rich and even though the rich would become richer in money terms due to their savings.


A further point is that reductions in wasteful consumption must be spread much more widely across society than just the billionaires. Billionaires are typically thousands of times wealthier than ordinary people but they each do not consume thousands of times more real resource. They might only consume ten times as much, for example. There also are few billionaires. If all their excess consumption was stopped and the resources reallocated then the difference for ordinary people would be tiny.


What would make a much greater difference is to reduce wasteful consumption at all levels of income and wealth. In a developed country such as the UK, even households in the bottom 10% by income do, on average, some wasteful consumption and more is done by richer households. Each household would benefit immediately from its own waste reduction and, indirectly, from waste reduction by others.


Left or right?


In the UK at the time of writing no political party seems to understand these issues or have a sensible set of policies. Far too many political arguments boil down to tribal warfare between the political right and left. These groups are not defined by clear ideologies and can switch their policy preferences in a seemingly unpredictable and unprincipled way. The major areas of economic policy and disagreement between the left and right, at present, are:


Austerity or increased public spending?: But ‘austerity’ only refers to public spending so this does not address the lifestyles of most people. It is really more of a tussle over public sector pay, taxation levels, and how much the next generation of tax-paying workers will have to work to pay the tax needed to repay debts and cover interest.


Public or private ownership?: But this is not directed at what those businesses do or how they do it. Public ownership might, if properly done, prevent some businesses from pursuing lucrative but frivolous markets. However, public monopolies have in the past tended to be slow to improve efficiency because of low incentives to do so. Without a focus on real economics neither strategy is likely to work well.


Immigration control or non-control?: An influx of younger people could lessen some of the UK’s labour shortages. However, this is not a permanent solution and in the very short term some immigrant workers make a positive contribution immediately while other immigrants do not. For example, a highly skilled, single young adult with good English and no children has a very different impact to a single parent with three children, no English language skills, and no work skills useful in the UK. All require housing, transport, health care, and so on – starting immediately. The scale of this challenge is enormous for the UK at present. 


Some immigrants have been brought up with social norms that lead to problems in the UK.


E.g. The UK is famous for forming orderly queues in most situations but this is rare in some other countries.


E.g. Not speaking English is another obvious example. It inconveniences and limits the immigrant and creates extra administrative costs for governments and other organizations.


Immigrants must learn the UK’s norms quickly or they can disrupt aspects of the UK lifestyle that are already efficient and desirable. 


An additional problem from migration is that the countries people leave typically lose younger, more productive people. Migrants often send money home to their families but that money must compete for a slice of the reduced supply of labour. Migration that is good for the UK may very well not be good for the migrants' home countries.


Rules or incentives?: If a political party in power wanted to encourage people to improve their lifestyles as described in this book then it could do it in a variety of ways. It would probably choose something consistent with its usual approach. At one extreme it might impose strict limits on behaviour, such as by rationing or by prohibiting some behaviours that are currently common. At the other extreme would be a party that did no more than preach the value of hard work and tweak tax rates to influence citizens as they make their otherwise free and often ill-considered decisions about careers and consumption. To a small extent, all these methods are already in use in the UK.


Policy levers


The final sections of this chapter look at these issues again from the perspective of the levers that governments can pull. Although some familiar themes will return, this different perspective brings out some new insights.


Using knowledge


Knowledge is a key element of the improvement cycle and so knowledge is a key area for government to work on. With effort, governments can make sensible reforms to what is taught in their educational establishments. Governments can also communicate directly with all citizens.


Develop useful knowledge through education


In the UK, most education is provided by the state and the government has the power to decide what is taught. This is a potentially powerful lever for improving real economic performance and moving rapidly toward sustainability. If a government did just one thing then this should be it.


Schools could spend more time teaching what is useful in the adult world. This would mean less time on Shakespeare and more on how to follow medical advice. Less time on quadratic equations and more time on how to complete tax and social security forms. Less time on the religions of the world and more time on knowing the law. Less time on the Vikings and more time on how to plan financially for retirement.


This would improve the motivation of most students but especially most boys and reduce the difference in average educational attainment between boys and girls. In particular, just making English literature an optional GCSE would be a big step forward. This GCSE produces a huge difference between boys and girls and is largely useless.


An important objective of education should be to minimize the proportion of adults who are unproductive due to lack of useful skills.


Clever implementation of this change is vital to avoid it being blocked by vested interests.


Teach improvement spirals at school


School teaching could also include the improvement spiral and each of its elements. This could include:



  	the importance of less-is-more ideas


  	a good selection of the high-level less-is-more ideas


  	the distinction between operation and change


  	types of real resource


  	resources available for change


  	how to manage resources available for change and the vital importance of doing so


  	how to assess an improvement spiral to understand why it might not be working as well as it could.





Teach lifestyle choices at school


Also at school, young people could be educated in how their actions affect others through real resource consumption and environmental damage. This could cover many areas of life in a practical way.


Mathematics teaching could cover calculations needed for some resource efficiency choices.


The purpose would never be to indoctrinate children with a lifestyle; it would be to give them the understanding and information they need to make wise choices for themselves.


Teach sustainable technologies at school


One of the critical limiting factors in improving resource efficiency is the availability of skilled people to invent, select, plan, and implement new, more sustainable technologies.


Education in sustainable technologies could be greatly expanded in schools. In the UK, the usual three sciences (physics, chemistry, and biology) could be slimmed down to make space for a GCSE in sustainable technologies. This would cover heat pumps, heat exchangers, insulation, solar panels for heating, photovoltaics, wind turbines, battery technologies, food production, friction reduction, and so on.


Done properly and with demonstrations of real equipment, this would be engaging for students. They would become knowledgeable about systems in their own homes or that could be in their own homes if their parents knew more.


A similar GCE Advanced level (‘A’ level) could also be offered. (The Council for the Curriculum, Examinations & Assessment, based in Northern Ireland, has already developed an ‘A’ level called Environmental Technology that meets this need (CCEA, 2016).)


Teach sustainable technologies in higher education


Education in sustainable technologies could also be greatly expanded in higher education. No doubt many undergraduate courses offered today include significant elements of sustainable technology but this is not the same as a course that covers nothing but sustainable technology.


Higher education can offer courses on sustainable technologies generally and narrower areas of sustainable technology. These should not be something students move on to after a basic grounding in general engineering. They should be able to go straight into a course focused on one or more sustainable technologies, covering precisely those basics needed to understand, apply, and develop the new technologies.


Educate using publications, presentations, and government statistics


Governments can go beyond their educational establishments and educate economic citizens directly. This is a sensitive but crucial area for governments.


Many people do not fully understand how their consumption and work decisions affect them and others. If they knew more, they probably would act better. Without that understanding they may fail to respond to even significant tax and benefit incentives.


But how should a government promote understanding?


Some voters are exasperated by the behaviour of others and would like the government to force the badly behaved to reform themselves. This is what we expect governments to do on crimes like robbery, fraud, and vandalism.


Conversely, some voters do not like to be told what to do, even when they clearly must change. They feel their intelligence is being insulted, even when they are being told things they do not understand but should.


A British government would be taking a big risk if it told people not to waste resources on frivolous luxuries. The very fact that government says something annoys many people.


Nevertheless, governments can and should explain to citizens the reasoning behind their policies. This is educational too.


E.g. If an agency to disseminate information about pollution costs is to be created then the minister responsible could explain what costs will be monitored, how they hope the information will be used, and what the positive effects would be if people used the information.


Governments can also spread good less-is-more ideas for change rather than just tell people to do better. Often it is lack of ideas rather than lack of willingness that is the main obstacle. Quite a lot of this is already done but often needs better ideas with faster payback, more detail, better matching of changes to individual people and organizations, and plans for practical improvement spirals.


Further, governments can provide statistics for measures of real economic performance in documents, on websites, and when giving presentations of progress and policy changes (in the style used in the UK through most of the COVID-19 pandemic). Statistics might also track specific behaviour changes and changes in attitudes measured through surveys. They might also provide informative case studies of changes people, businesses, and other organizations have made.


Governments might also fund publicity campaigns and projects by charities.


Discourage propaganda by news media


Governments cannot control the opinions of news media but they can regulate to tackle unfair presentation of information regardless of the topic. This might also help restore the reputation of news media.


Unfair presentation can be a problem with both pro- and anti-real economic material.


Sometimes news media try to support policies they like but do it in a biased way that gives ammunition to opposers. We have seen this with Brexit, immigration, and climate change for example. If this happened with wise real economic policies then it would be counterproductive.


Conversely, news media that oppose good real economic policies can cause problems. We have seen this in attacks on efforts to limit climate change.


Expand labelling and rating schemes


Information that helps people buy wisely can be given as efficiency ratings. These could go beyond the energy efficiency of domestic appliances and homes, and extend to many other products and forms of efficiency, perhaps with a summary efficiency number as in Data Envelopment Analysis. These could be made available on product labels and websites.


Using money


As already mentioned, the money system should be made to work so that good plans made on the basis of money match those made on the basis of real economic considerations. Governments have some powerful levers they can pull.


Shift taxation


Taxes can be powerful disincentives. Activities that are taxed are discouraged and the heavier the taxation the stronger the discouragement.


Governments should selectively discourage only those activities that are wasteful, polluting, or otherwise harmful. They should not tax, and so discourage, activities that positively effect our real economy and environment.


Sadly, UK governments typically take tax whenever money becomes visible, often taxing desirable activities as well as undesirable activities. A much more selective approach is needed but changes should be made gradually and explained long in advance.


Here are some recommendations:


Change taxes gradually and with explanations: Tax changes always produce arguments and resistance.


The helpful effect of disincentives is likely to be stronger when people know the tax is applied, understand what they are being discouraged from doing, and agree that this is good for society. Conversely, a small tax or change in tax level given little publicity, whose rationale many people do not understand or agree with, is less likely to be influential.


Governments should gradually shift the burden of taxation to promote real economic improvement. The shift should be explained years in advance, happen in many small stages, and be presented so that citizens understand what is happening to the total tax take as well as how taxes are shifting emphasis. Citizens are likely to protest less if they know the total tax take is not changing even though some taxes are going up and some down.


Once taxes on undesirable activities begin to reduce them, tax rates will need to be adjusted to maintain the required total tax take for a government. Those who choose to continue with the undesirable activities will find they are paying tax at an even higher rate to do so. This effect can be explained to taxpayers long in advance as part of gradual change to taxation. If the tax rates go beyond the costs of disposal and pollution then this is still reasonable because taxes must be raised and taxing wasteful consumption and pollution is the fairest way to do it.


In theory, a society using only taxes on undesirable activities, where everyone is content with enough and producer efficiency is high, might not provide sufficient taxes for its government to function. Such a society would be so far ahead of our society today that it is hard to imagine. Might other factors come into play? In any case, there will be plenty of time to work out a solution to this potential problem.


Selectively tax consumption: Governments should discourage people from consuming wastefully, consuming harmfully (e.g. unhealthy food), and creating pollution. This should help citizens combat the bad reasons for their consumption and so look after their own interests. It should also discourage citizens from (1) acting selfishly by taking more real resources than they need, leaving less for others, (2) polluting, and (3) creating unnecessary work for others.


The UK does some of this discouragement already. It has taxes on some non-essential purchases in the form of VAT and special duties on vehicle fuel, booze, tobacco, and air travel. There is also a scheme that requires industries that use a lot of energy to buy tradable permits to emit carbon dioxide.


Governments should not discourage people from moving home, buying insurance, or passing on their wealth to their children instead of blowing it on useless consumption.


Here the UK system is less well designed. The UK currently has Stamp Duty discouraging moving home, Insurance Premium Tax discouraging insurance, and Inheritance Tax discouraging leaving wealth to others.


Taxes can target wasteful consumption without harshly penalizing poor people in several ways:



  	Some products are wasteful when consumed in any quantity by anyone. A sales tax can be added.


  	Some products are wasteful when consumed in any quantity by most people but a few individuals need them (e.g. keeping dogs). A sales tax can be added but with the opportunity for those few special people to claim a rebate.


  	Some products are wasteful versions of products we need (e.g. a car much larger than a person needs). The sales tax should reflect the extent to which the consumption is more than is really needed. This would require a more sophisticated analysis of products to establish the non-wasteful benchmarks to use.


  	Some products are wasteful only when consumed in large enough quantities (e.g. food, energy). One way to deal with this is to add a sales tax but give people a rebate equal to the estimated average amount of tax on the non-wasteful level of consumption. This means poor people (and everyone else) would be able to buy what they need at a net tax charge of zero.


  	A less focused approach is a ‘progressive consumption tax’ that taxes money spent on consumption, with higher rates at higher levels of spending. For convenience, the calculation uses the difference between income received and change in savings to deduce how much has been spent. (See Bhattacharjee et al, 2022, for a simulation exploring the effects of such a tax.)





With all these schemes, nobody is forced to pay tax but if people spend all their money on consumption, buying what they need plus all the luxuries they can afford, then people with higher incomes will each pay more tax in absolute terms and as a percentage of their income.


Ingenuity is needed to provide appropriate disincentives regardless of whether people are acting as consumers or as producers. There is a choice between sales tax schemes that (1) levy tax at every stage of a supply chain and (2) levy tax at only one stage and then allow economic pressures to push the disincentives along the supply chain.


E.g. The UK’s VAT system is a sales tax on consumption and is even crudely aimed at luxuries. However, it allows suppliers to claim back VAT they have paid on products they bought for their business. If they consume wastefully (e.g. through poor insulation or extravagant offices and travel) then they pay more for those items (the natural disincentive) but pay no tax, even if pollution is created. This might be reasonable where a business buys an item and then sells it on but is not where the business consumes the product.


How much should each sales tax be? Governments need them high enough to provide adequate revenue and disincentive effects. Also, the tax on each product and raw resource should guide choices towards real resources that are less scarce and are easy to dispose of or less polluting. That of course means higher taxes for consumption of scarce real resources and for those that are difficult to dispose of properly or produce pollution.


Most of the products we buy must be disposed of eventually. The cost of disposal is not usually linked to the cost of buying the product so we often overlook it when choosing products, undermining wise decisions. Sales taxes can help correct this. An alternative is to make manufacturers responsible for recycling and disposing of the products they make. (This is already done in the UK for some types of good.)


Also, people who create pollution are tipping their waste into the lives of other people and causing them harm. The polluter should make amends. It would be too much to expect people to pay for pollution they created when nobody knew it was pollution. However, once we know, polluters should pay.


This approach must be softened to help people who are unable to pay. With today’s producer technology none of us can avoid creating pollution but we can avoid creating unnecessary pollution through wasteful consumption. We can also prefer less polluting versions of products where there is a choice. The methods of taxation listed above achieve this. They target only wasteful, luxury consumption and pollution.


Taxation for pollution and disposal must be consistent to avoid biased decisions.


E.g. It would be misleading to make travellers pay for pollution when they go by road but not when they go by rail or air. However, the amount of tax should vary with the amount of pollution. This probably means that taxation per kilometre should be highest for flying and lowest for train travel (provided the train is busy).


Selectively tax some work: Selectively taxing consumption should shift demand and, eventually, shift people to different occupations. However, people can be directly discouraged from doing useless or harmful jobs by continuing to tax their income from them while gradually eliminating income tax on other jobs. This should focus tax on jobs that most people can easily see should be discouraged, such as supplying addictive substances (e.g. alcohol, nicotine), betting services, and promoting obsolete, polluting products.


Another approach is to tax more highly the profits of companies whose activities are wasteful or harmful (e.g. casinos, short-term speculators, brewers). However, this is a small tax relative to most others because profit is the relatively tiny difference between a large revenue figure and a similar figure for expenses. Profit is what is left after employees and suppliers have been paid.


Selectively tax investment: Having money savings and using them to back companies, products, and projects that deserve support is desirable and should not be discouraged. Taxes on these activities should be reduced and eventually eliminated. The research that goes into wise investment is valuable to society and should not be discouraged. However, taxes should remain on money gained by mindless speculation and by relying on research done by others (e.g. using market trackers).


E.g. In the UK, interest received from savings is taxed. When inflation rises (perhaps driven by government policies), the interest rate also usually rises but stays below inflation. In real terms the saver is becoming poorer. However, the amount of interest received is increased along with the tax on it. This means the saver is poorer still. Their savings are losing value in real terms and they are paying more tax. This discourages saving and investment. It is a badly designed tax that harms the economy.


Provide social security


Governments have a crucial role in organizing some parts of lifelong mutual care between people in a society. If a household is unable to do paid work then the government helps them get the things they need for life, usually by giving them some money. The design of these arrangements is extremely difficult.


The arrangements should recognize the value of useful work that is unpaid. They should encourage sharing of work rather than have some people overworked while others have too little to do for their level of capability. The arrangements should provide an incentive to work more if you can and, in conjunction with taxes, should never incentivize idleness. They should be simple. They should recognize that some people are extremely difficult to help due to illness, disability, psychiatric problems, addictions, or extremely low cognitive ability. With some people, giving money is not enough and some even reject help because it would interfere with their addiction or triggers their paranoia.


There is a simple calculation that can meet many of these requirements and integrate social security payments with income taxes (for income types where these are paid). For an individual or household, it has three steps:



  	Calculate a minimum income that responds to various individual or household circumstances.


  	Calculate the income the person or household should have after government intervention using the formula: M + F×A^P, where M is the minimum income, A is the actual income before intervention, and F and P are parameters used to determine the exact shape of the curve. (Note: the symbol ^ means ‘raised to the power of’.) Typical values for the parameters might be F=1 and P=0.94 but feel free to make a spreadsheet and experiment with alternatives.


  	Calculate the difference between the income before government intervention and after. If the income before is higher then the difference must be paid as tax but if the income before is lower then the government pays the difference to the individual or household.





This simple calculation determines both benefits and income-related taxes. It provides a beautifully smooth marginal tax or benefit rate at all levels of income, which in turn reduces the risk of people being stuck in a benefit trap. Compared to percentages applied to bands, it is also easier to calculate and write into software. It is even possible to do calculus with the formula, simplifying mathematical analysis.


Use helpful loans, grants, and subsidies


Giving or lending money and providing guarantees against unexpected losses can encourage or enable desirable activities. In particular, products with fundamental advantages can be supported until they reach a level of performance and cost that lets them spread rapidly without support. This might include funding for:



  	education of individuals wishing to learn useful knowledge (e.g. of medicine or sustainable technology)


  	promising research and development (e.g. into a sustainable technology)


  	dissemination of ideas (This is in addition to spreading knowledge of technologies, products, and change ideas, as described earlier.)


  	promising new business ventures (e.g. funding to start businesses manufacturing specific products)


  	subsidies to encourage purchase of good products.





At the same time it may be helpful to reduce support for less useful research, businesses, and knowledge.


Governments should choose carefully when to pick technological winners. It can be difficult to predict which of competing technologies will emerge as the leader and there is a risk that picking too early might block a technology that would have been better.


However, from basic scientific facts it is sometimes possible to identify ideas with better potential than others.


E.g. Biofuels have been a significant contributor to the UK’s renewable energy, with ethanol blended with petroleum for powering vehicles. This is a government backed scheme. Is it a good idea? If the ethanol is made from waste biomatter then it is a good use of land. The biomatter would be wasted otherwise. However, if land that could have produced food is used for biofuels then this is probably not a good use of land.


Plants capture less than 4% of the sun’s energy falling on their leaves in the plant’s biomass and processing this to produce ethanol wastes a lot of that captured energy. When this fuel is burned in an engine, more energy is wasted due to the fundamental limitations of heat engines. In comparison, a photovoltaic (PV) cell captures about 20% of the energy falling on it and this can efficiently be turned into vehicle motion.


Dedicating land to growing crops just to make biofuels is fundamentally inefficient and the wrong technology. Sadly, this is what is still happening in the UK even though PV equipment and electric vehicles have become much cheaper and better since the policy was first introduced. Growing food on arable land and putting PV panels over parking spaces makes much more sense now.


E.g. Production of proteins in meat for human consumption produces more greenhouse gases than production of plant-based proteins. This is not just because of the methane produced by ruminants (e.g. cattle and sheep).


The sun falls on plants, which capture a small percentage of that energy in their bodies, some of it as proteins. If an animal eats those plants then it uses up most of that energy in its life. It has only a small percentage of that energy and protein left in its body when it is slaughtered and only some of that is edible. That is a tiny percentage of the tiny percentage of the sun’s energy that originally fell on the land used.


By cutting out the animal from this process we can ourselves eat a much higher proportion of the energy from the sun, captured in proteins and other nutrients. This is an enormous, fundamental advantage for plant-based proteins, though there may be other factors to consider.


Use public projects and purchases


Governments are huge customers and can use their power to:



  	require producers and products to meet performance standards for real resource efficiency and environmental impact


  	choose producers and products that offer excellent real resource efficiency and low environmental damage


  	build some types of infrastructure (e.g. for transport) that will improve real resource efficiency and reduce environmental damage


  	offer long-term contracts that provide certainty to worthwhile businesses.





Governments are also huge employers and can use this power to:



  	require their employees to learn about the real economic consequences of their choices, especially at work


  	encourage their employees to be resource efficient at work


  	encourage their employees to generate and promote ideas for improved technology and lifestyles.





Using enforcement


As already discussed, some people need a shove to do the right thing. Governments have that role and have some powerful levers they can pull.


Increase public control


Activities in the public sector are rarely wasteful luxuries, though they may be inefficient. Typically, governments focus on services that are needed, especially by ordinary people. Transferring activities into the public sector is an opportunity to end wasteful activities. Creating a monopoly ends competitive advertising activity, which is another saving.


Unfortunately, both these moves usually lead to growing inefficiency relative to the competitive businesses that would have operated otherwise. Without competitive pressure, innovation is slower.


Use fair markets to promote efficiency


Competition between businesses in fair markets encourages their people to seek innovations that improve efficiency and this usually improves real economic performance.  Without this competition there is a danger that too many people will be happy to carry on without changing.


Governments can introduce more competition by privatizing public services either completely or by outsourcing some activities. Sometimes competition can be introduced without privatization. However, there must be a genuine risk of a business failing or jobs being lost to motivate change. Even with this pressure there is no guarantee of innovation so policies that directly facilitate innovation should also be used.


Prevent unfair competition


Improvement in resource efficiency typically requires innovation and innovators are often with small companies. Established companies might use unfair tactics to stop innovative, smaller companies disrupting the market with their new technologies. Governments should work hard to prevent this and strongly resist lobbying by companies trying to block new technology.


Regulation


Examples of other types of regulation that have been introduced already include:



  	making manufacturers of some types of product responsible for the disposal of their products at the end of their lives


  	restricting advertising and promotion of harmful products


  	requiring safety and other warnings on product packaging


  	bans on the sale of inefficient or polluting technology (e.g. incandescent light bulbs, leaded fuel, CFCs)


  	building regulations that set minimum acceptable levels of thermal insulation


  	required processes for management designed to reduce mistakes and corruption (e.g. relating to companies, charities, buildings).





Remove unhelpful policies


Sometimes there are already subsidies and regulations that favour technologies that are no longer the most efficient available. These interventions have become counterproductive and should stop.


 


The overall picture of macroeconomic management by governments is complex and hard to understand for an advanced economy and large population, such as the UK. The next chapter illustrates key ideas using a short adventure story that features an isolated community living efficiently with an acute awareness of its limited resources.


Chapter 10: A short story


This short adventure story illustrates real economic ideas in a different way. In the story, a family escapes danger and discovers a different way of life.


Consideration and Care for All


Once upon a time there was a bustling city called Dinas, near where a river met the sea, surrounded by excellent farming land, and favoured by a moist yet warm climate. Fully 10,000 people lived in Dinas.


Its Ruler was a wealthy man. He had a huge appetite for food and clothes. He lived in a splendid palace in the centre of the city, surrounded by high walls and guarded at all times by his personal army.


Around the walls of the Ruler’s palace the streets were cleaned daily. There were other smart areas of the city, where the rich people lived, and these too were clean and safe. But most of the city was permanently piled high with rubbish and smelled putrid. The homes were small and people lived in fear of crime, fire, and disease.


The family


And yet for many there was work in the city. One man who lived there was Otac, who worked at the docks, loading and unloading boats and ships. He was short but strong. He could not read but he could count, which was useful in his job. Shortly after his 18th birthday he met and married a girl called Anne and soon they had two young children, a boy and a girl.


They stayed healthy and all was well for them. They took care of themselves and kept the rubbish outside their house. Nobody got the better of them.


Otac and Anne taught their children how to survive in the city. They taught them how to buy and prepare food, how to take care of their property, and how find their way around the city. They instructed them always to stay with their parents and showed them which parts of the city were too dangerous to enter. They taught the children to speak, to count, to run from danger, and how to behave when soldiers were near. They taught them to avoid being tricked by others. They also taught them their religion.


Most Dinasians, like Otac and Anne, worshipped the Three Gods. They also followed the Requirements of the Three Gods, which included not eating certain foods, not doing certain activities on particular days of the week, wearing particular clothing on special days, and praying four times a week. They also were Required to beat their children before Monday prayers, but Otac and Anne did this only very gently and their children were not hurt. Not all families were so gentle and Otac and Anne felt a little guilty that they did not follow the Requirements with complete sincerity.


About 30 years earlier, some migrants into the city had brought a different religion. They had formed a community that now numbered over 1,000 people and had built what they called a Peace Palace in the city. Otac thought it looked more like a castle and would be easy to defend if attacked. He was not the only person to be suspicious and the growing numbers and boldness of this new religion caused tension in the city.


A disturbance


One summer, when Otac’s children were 9 and 10 years old, the people of the Peace Palace gathered in a large crowd in the centre of the city and marched together, waving flags and shouting about how their religion would conquer all. Other citizens were mostly scared but some became angry. Fighting began and by the evening the Ruler’s army had surrounded many of the marchers as they sheltered in their Peace Palace. Otac watched from a safe distance.


Just when it seemed the marchers would have to surrender, someone noticed smoke from the other side of the city, near the river and the sea. Looking in that direction, Otac had an uneasy feeling and when someone came rushing towards him in the street shouting of an invasion, Otac decided it was time to get his family to safety. Even if the Ruler’s army won there would be danger in the city for at least a few days and if the Ruler’s army lost then Otac and his family would face death, slavery, or worse. He was determined to keep them safe.


He rushed home and shouted at his family to get dressed to travel, while hastily packing as much water and food as he thought they could carry. He had no plan other than to leave the city and perhaps walk by the river, heading inland.


The escape


They walked all night but it was difficult in the dark and the children were young. By morning they had only travelled a few miles and the children were very tired. There were many others doing the same as them. The frightened parents looked back at the city and were even more worried when they saw that the smoke was thicker than before. Worse still, they could see in the distance large groups of people in blue clothing whom they took to be enemy fighters. Unfamiliar boats could be seen on the river and some were heading upstream. The fleeing citizens were being hunted down by a victorious invading army.


So Otac and Anne urged their children to keep going, despite their fatigue. Some of the refugees fled along by the river, which was a source of water – important on what was becoming a hot day. Others moved away from the river, risking thirst to get further from the pursuers. And so, gradually, the refugees became more and more spread out.


Otac and Anne could see that the pursuing boats were catching up so, filling their water bottles one last time from the river, they headed away across the plain towards low hills and the high, arid mountains beyond. They had no idea what lay before them but knew they did not want to be caught. Perhaps death by starvation or thirst would be better.


By nightfall they had reached the low hills but were exhausted. They rested for a few hours, keeping silent and not risking lighting a fire. It was cold but they had brought two blankets and these helped greatly. Twice during the night they thought they heard people moving but did not know if it was their hunters or other refugees. The next morning they moved on, keeping low and stopping often to look for danger.


Death hovers


This went on for another night and another day but by the end it seemed they were utterly alone – and lost. The pursuers had perhaps given up, but they could not be sure.


The family was now in a hot, dry, rocky area and their water was running dangerously low. The parents saved the last few mouthfuls for their children and hoped they would find some water or a plant from which they could extract moisture. But there was nothing.


Otac wondered about risking a return to the river but, looking back, he saw the reflection of sun on shiny metal in the distance. Soldiers were still there, blocking their path back to water.


Another two days later and the family was desperately thirsty, weak, and suffering from the hot daytime sun.  They could barely move and were sheltering in the shade of a large rock. Now, even if their path back to the river was safe, they did not have the strength left to follow it. Death seemed inevitable.


Unexpectedly, a strange voice spoke to them, saying something like: ‘Greetings travellers. May I help you?’ The words were in a dialect of their own language but with a strange accent. Moments later a stranger dressed from head to toe in loose purple cloth approached with a bottle of water and gave some to each member of the family.


‘Do not speak. Just rest and drink this.’ said the stranger, unwrapping his face so they could see him properly. He continued ‘Tonight you will rest with me and tomorrow I will take you to safety.’ The family was too tired to ask where that might be but Anne wondered if they might be escaping one danger only to face another. In her experience, when someone offered help and asked for nothing in return it was always too good to be true.


The next morning, before the sun appeared on the horizon, they set off with the stranger. The path took them into the mountains and upwards.


It was tiring and hot but the stranger waited patiently and helped the children over the rocky parts. That evening the path seemed to disappear into a large crack in a vertical cliff of rock and the stranger led them into the darkness of the crack. A few minutes later they emerged into the bottom of a steep gorge and all around them were lights. They had arrived at a settlement of some kind.


The secret city


This was their first glimpse of a secret city that had been in the mountains for over three centuries. They were taken through a doorway in the rock itself which opened out into a large room – a man-made cave which already had people within. In the dim lamp light they realized from the clothing and accents of the others that they were also refugees from Dinas but they did not recognize anyone.


Nobody else seemed to know where they were or what the future held but there was food and water and they were soon asleep on blankets.


The next morning Otac decided to leave the cave room to look outside but as he approached the doorway two men who were not refugees came forward and stopped him. They asked politely that he stay in the room but they were not going to let him out. Anne’s fears seemed confirmed. They had escaped one fate and now faced some new danger.


But soon more food was brought and later that morning they were visited by a group of older men and women from this strange settlement. In their dialect they asked the refugees many questions about who they were, where they had come from, what they had been doing, and how they lived. Although these elders were dressed simply and spent hours in conversation with the refugees, it seemed that they were important people in the settlement because the guards treated them with great respect. The elders also seemed highly intelligent and soon learned everyone’s names and skills.


One of these elders spoke to Otac and Anne. Otac had a question of his own. ‘How do you live in these mountains? Surely they are too hot during the day, too cold at night, and there is no water or earth in which to grow crops.’ The elder looked at him and replied ‘Good questions’, but he did not answer them.


Eventually the elders left except for the one who had spoken to Otac and Anne. He spoke to everyone saying ‘You have reached the city of Oras, which has been in these mountains for centuries. We understand that you probably have no homes to return to and fear death or slavery, so we will try to give you a home. However, we have limited resources and cannot take you all in. We now have to decide who is to leave.’ He then turned and left.


Later a large group of guards returned and called out the names of a family of refugees. When they came forward the guards took the family out of the room. Several minutes later the guards returned and called more names. This was repeated several times. Otac and Anne wondered what it meant. If your name was called did that mean you were staying or leaving? They wanted to stay but were not sure. These mountain people were different. They were strange.


Then Otac and Anne's names were called out, along with the names of their children. Outside in the daylight they were greeted by the elder who had spoken to them earlier. He said ‘You can stay if you like. I am a Teacher here and a Governor. I will be your guide until you are ready to make your own decisions.’ Anne asked him why they were being allowed to stay and he replied. ‘Otac asked the right question. Others did not. Some asked who was the ruler of our city. Others asked why they could not have different food, or more food. Others wanted to know why we do not worship the Three Gods.’


Otac was confused. What question had he asked? He also wondered why he and Anne had forgotten to pray to the Three Gods when they desperately needed help. He felt guilty but at the same time part of him questioned the power of the Three Gods if they had allowed Dinas to be overcome.


As if reading his thoughts, Teacher said ‘You asked how we can live here, in these arid mountains. That is the right question.’ He continued, ‘We teach the answer to this question to all our children and you will learn alongside yours. If you do not then you will have to leave. Our resources are limited.’ He then showed them through a doorway into a small living area that was to be their new home.


Lessons


Over the next several weeks Teacher spent an hour or more with the family each day, explaining how the city survived. He explained that there was rain and it fell very heavily but only for about four weeks a year. Some of that rain was caught in underground lakes that had been extended by the people of the city over the centuries. They had also laid pipes and added gates to control the flow of water. As a result there was enough water to support over 1,000 people and their animals and agriculture. There were many valley floors that, while narrow, had been made fertile by careful management of fertilizer. Nothing was wasted.


(Note: The ancient city of Petra, in Jordan, flourished in part due to expert capture, storage, and use of water. Otherwise not much of what is known about Petra is similar to the fictional city of Oras.)


The various water storage lakes, valleys, and homes were linked by a network of tunnels and stairways. They soon got used to the steps and their legs became stronger and less easily tired by the unfamiliar effort.


Finding roles


In addition to their lessons with Teacher, the family members were asked to find useful roles for themselves. Teacher said ‘You are capable so you must be productive. Our resources are limited.’


Otac opted to try being a porter, carrying loads for people around the city, including some work moving stone from the continuing excavations to locations where it could be used for building. Otac was strong and soon able to earn enough to pay for most of the things his family needed. He was so successful that one of the other porters decided to retire and take up another, less physically demanding role instead.


Anne and the children opted for farming and were able to find roles helping a successful farmer tend crops and control goats and captive birds. This too brought in Oras money they could spend on what they needed.


The Oras philosophy


Their lessons with Teacher covered the layout of the city (which was much larger than they had realized at first), how it used water, how various types of food were obtained, and many other practical matters. They also covered the city’s philosophy of consideration and care. The family members were required to learn how a large number of behaviours affected others. These behaviours ranged from murder to leaving the lid off a water jar. Teacher would explain and then ask them each to show that they had learned the lesson by recalling all the consequences of the behaviour.


For example, water for drinking was stored in jars with lids. It was not good to leave the lid off a jar after use because this might allow animals to enter the jar and because the amount of water in a jar slowly reduces if the lid is left off. Wasting water was a very important matter in Oras because of the limited supply. Some years the rainfall was less than usual and there was always a danger of running out of water towards the end of the dry season. The family had to learn every step of the chain of events that linked leaving a lid off to people in Oras potentially dying of thirst.


Another consequence that was often mentioned was that of making unnecessary work for others. Teacher explained that ‘Our resources are limited. If we do not do everything we can to get the best life with the least effort then we may die. This means not making unnecessary work for ourselves or others. For example, you will see that there is no rubbish in Oras. Nobody dumps things they do not need because we cannot have waste and because just dumping makes work for someone else. In Oras we call work “steps” because so much of our work involves climbing steps. It is wrong to make steps for others unnecessarily.’


Otac noticed that Teacher was right about there being no rubbish in Oras. There was also no putrid smell, though of course the smell of manure was common on the small fields and around the goats.


This philosophy of not making unnecessary ‘steps’ was applied by Teacher to every detail of life in the city, including how to buy and sell things in the markets, how to wash yourself, how to deal with animal and human dung, when it is acceptable to make a loud noise, who should be helped with their chores, how older people are to be treated, and how to raise children.


Even the most important people in Oras ate no more food than they needed because carrying extra weight was unnecessary work – particularly important when you must climb so many steps in a typical day. Excess food also meant excess work to create and prepare the food, and then clean up afterwards. ‘It is better to store food in a cave than carry it around your waist.’ said Teacher, adding ‘Some people find this harder than others and need more encouragement, but in Oras our food is limited.’


It was also frowned upon to be physically inactive for more than a day or two. Citizens of Oras were expected to use their muscles every day and to rest them. If not, the consequence, they learned in their lessons, was that their muscles would become weaker or damaged, making them unproductive.


Another idea at the centre of the Oras philosophy was that some of their resources were shared. Water was the most important shared resource. Every citizen had to understand that if they considered only their direct personal interests then each person would use water liberally and the water might run out for all of them before the rains came. So everyone had to be careful with water at all times and put the interests of the city first.


Mutual consideration and care


Being productive was a big part of the Oras philosophy but people who were less productive, due to age or illness for example, were cared for. ‘Who would stay in a city like this if we did not care for each other in time of need?’ asked Teacher.


Otac and Anne saw this in the families of people they met and became friends with. They found families who cared for each other’s children in emergencies, who called in on elderly neighbours with no relatives, and who shared their food with people who were ill or disabled.


Anne in particular felt that Oras was a safe place. There were no parts of the city where she felt wary and worried for her children. As far as she could see, the philosophy of mutual consideration and care was practised across the whole city and provided safety and security from birth to death.


Although Oras had no religion, the intensive teaching of its practical philosophy helped people towards a cooperative way of living together.


The tanks


One morning Teacher took them a short way up into the mountains where they met an older woman near the entrance to a tunnel. The woman was introduced as ‘Our Water Master for the past 23 years.’ She led them all along the tunnel to a dark cavern that sounded like it must be huge. She stopped the family suddenly then lit two lamps and held them up so that the family could see clearly what lay ahead. It was good that she had stopped them because beyond a low wall was a sheer drop and at the bottom of it they could see deep water. The water continued away into the darkness.


The Water Master explained that this was the main water storage tank of the city and at this time of the year was about half full. She talked about how the water level was measured and monitored throughout the year and how decisions were made about use of water. It was quite complicated and the family were glad the Water Master knew her job so well.


Consequences


One day Anne asked Teacher ‘You have said that every child is taught the philosophy of Oras but what about people who fail to consider others as they are taught? In Dinas, life was so different and I can't believe everyone lives up to the expectations of Oras.’ Teacher nodded and said ‘Yes, some find it hard. If someone fails to give the required consideration then they must return to lessons and relearn. The lessons are about what they have done wrong and they must continue taking lessons until they pass a test.’


(Note: A modern UK example of this idea is the ‘Speed Awareness Course’ offered to drivers caught driving slightly too fast. It reinforces ideas now taught to new drivers. Relatives of mine who have attended the course found it interesting.)


‘But does anyone reject this teaching?’ asked Otac. Teacher explained: ‘Sometimes, but that is rare. The consequences we teach can be seen or inferred by anyone. They are facts. It would be harder for Teachers if we had to convince people of the existence of supernatural beings or places. Sometimes the people of Oras have made a decision to live in a particular way that only works if we all agree, but our agreement is a fact.’


Teacher continued ‘We insist that people show they have thoroughly learned the consequences of their actions for others and themselves, as we understand them. They must do that to become adults in Oras. However, we want people to think for themselves so they do not have to agree with our current analysis. Sometimes our favoured behaviours change as we learn more. Anyone can help us reach a new level of understanding.’


‘We are open to new thinking but if someone persistently chooses to behave selfishly despite knowing the impact of their actions then we are certain they do not wish to participate in the Oras way of life. They may be asked to leave because our resources are limited.’


‘But what if they refuse to leave?’ asked Otac. ‘Then we make them leave and ensure they reach safety somewhere else.’ replied Teacher. ‘Our resources are limited and sometimes we have to impose a fair outcome. I am sorry when this happens but our society is more important.’


This was a reminder of the serious reality that was behind the seemingly gentle ways of Oras. However, Otac and Anne had noticed already that they and their children felt safe for the first time in their lives and that the tidiness and fresh air of Oras brought calmness and joy.


Meetings


The family learned that Oras was divided into 21 districts and each district held a weekly meeting that every adult in the district was expected to attend. Otac and Anne were not allowed to attend because they had not completed their lessons but one day Teacher surprised them with an invitation.


‘Come to the next meeting tomorrow afternoon. You are not allowed to speak but you can listen and observe. I think it would help you understand how our city survives. You see, when children have mastered all 124 of the basic lessons they are ready to be full citizens of Oras. But, everyone forgets from time to time so one reason we have meetings is to remind people of the consequences of particular actions. We also talk about new discoveries and changes that should be made to the lessons.’


The next afternoon Otac and Anne sat down with others in the district in a shady canyon and listened as a citizen they did not know reminded everyone of the consequences of spending too much time in direct sunlight. This they recognized as lesson 13 but the speaker had some interesting personal examples and some suggestions for avoiding sun when there was much work to be done. As they expected, he went beyond the obvious pain and scarring to discuss the reduced productivity and the burden on others from becoming sunburned.


Next a woman from another district talked about an incident where an insulting picture was painted on the outside wall of a home in her district. The perpetrator had not been identified. When she said that removing the paint had taken two hours and a jar and a half of water there was a murmur of disapproval from the listeners. Nobody seemed concerned by the insult though the woman pointed out that the people of her district had agreed that the insult had no basis in fact and should not have been given in any way. It was another transgression but, being rare, was not a great concern. Someone said everyone should talk to their children and refugee neighbours and, at that, there was a loud murmur of agreement.


The next day, Otac told Teacher that the meeting had been interesting and asked if he and Anne could go every week. Teacher agreed that they could, then said ‘I know that in Dinas you were worshippers of the Three Gods and you have mentioned that this involved frequent meetings. Were they like our meetings?’


Otac thought for a moment before replying. ‘Not really. The Three Gods meetings were based on stories about the Three Gods and their powers and preferences. We were reminded of the teachings of the religion, as with Oras meetings, but the religious teachings were mostly about the importance of remaining devout, following the rules about food, dress, prayer, and so on. This was supposed to be a moral education but it was mostly about devotion to the faith.’


Difficult discussions


Another aspect of the Oras philosophy that Otac and Anne found surprising and pleasing was the approach to discussing difficult decisions.


Teacher was also a Governor of the city, involved in decisions about policy matters and the ongoing building and maintenance works needed for holding and distributing water. One day they went to see Teacher for their lesson and found him with several other Governors talking about a plan to make a new tunnel between two valleys.


One of the Governors strongly felt that the tunnel should be built without delay but the others were talking about things that should be checked and considered before work started. It seemed that some already had concerns about it.


The proponent said, ‘This tunnel is one of the most desired routes in the city and more delay is foolish.’ At these words there was silence. The proponent froze, closed his eyes, and bowed his head. He took a deep breath and said ‘I apologize. Of course there are good reasons to study the flow of storm water and the other factors you have mentioned. Doing so is not foolish and no Governor is foolish, as I very well know. Again, I apologize.’


This was so different to arguments in Dinas, where people often insulted each other, lied, used tricks, and used threats to get their way. Anne asked Teacher later why logic, honesty, and respect were so important in Oras. He explained that poor decisions on important matters could have serious, even devastating consequences. Anne finished the lesson for him by saying ‘And our resources are limited.’ Teacher smiled and replied ‘They are.’


The next day Anne was at the market with her children and met someone she knew had come from Dinas. The refugees from Dinas had, naturally, become friends because of their shared history, but had also made many new friends among the people of Oras. Anne told the story of the very polite argument and her friend said she had learned about the strict code of discussion in a different way.


She had been removing weeds from a garden when the owner told her to sort the weeds into separate piles. She had argued with the owner, telling him that they were just weeds and all looked the same, but he kept explaining how to sort the weeds. Eventually she had told the owner that he was a bully in the hope that he would leave but instead he calmly told her to go home.


She had thought that was the end of it but the next day in the lesson with her Teacher the subject of weed sorting was explained at length and she learned how and why to sort even the tiniest shoots so they could be used for different purposes. Her Teacher then raised the subject of discussing problems and explained that accusations of bad faith were a last resort and only to be made when there was clear and persistent evidence.


This was just the start of two weeks of lessons about how to discuss issues during which she had learned why almost everything she habitually said when angry was unacceptable in Oras.


Status


Otac found Teacher relaxed and modest but gradually learned that Teacher was a very important person in Oras. He was the best Teacher – the Teacher most people wanted their children to learn from – and he earned the most from his teaching. He was also one of the three most distinguished Governors and, with no overall ruler, these Governors were the nearest thing to rulers of Oras.


In Dinas he would have had a large house, horses, a carriage, and splendid clothes made from fine silk and threaded with gold. He would also have had servants and soldiers to provide security for his wealth. Here in Oras he wore clothes similar to others and lived in a home only slightly larger than most.


Otac asked Teacher to explain why he did not have and show greater wealth. Teacher replied, ‘My home is in a wonderful location – quiet yet central. That is enough. It was expensive to buy for those reasons. If I had a large home then I would need to do more work to keep it clean and tidy. I am happy to have my meals from the street food cooks like everyone else because it keeps my home smelling fresh and someone else cleans up. I have someone who helps me in my home because I am busy with city matters but there is not much to do. In Oras our resources are limited so I spend my money on buying the skills of the best people. My hair and beard are trimmed by the best barber. My clothes are cut by the finest tailor so they fit perfectly and make me look younger than I am. These things require more skill, not more resources.’


‘But how are people to know you are important if you don’t display your success?’ asked Otac. Teacher replied, ‘There are 1,041 people in Oras, including you and me, and I have spoken to all of them except for the youngest babies. All those people know me and that is enough. If I was not a good Teacher or Governor then people would be able to see that and I would not be important.’


Resources are limited


During their first six months in Oras the family noticed that the days gradually became hotter. Although it was normal to spend almost the whole day in shade, the heat was sometimes unpleasant. Teacher explained that it was the hot season but that it would end with the rains, which were due very soon.


He took them back to the cave with the main water storage tank and when they looked down they could see that the water was almost gone. Part of the lake floor was dry. It was a shock to see it so different from before and this brought back memories of the day they had almost died of thirst. For the first time they truly understood what ‘our resources are limited’ meant in Oras.


When those rains finally arrived, everyone in the city celebrated for a week, staying in their homes most of the time to enjoy each other’s company and some of the remaining food. There was also singing and dancing.


Otac and Anne cuddled up with their children at home and reflected on their lucky escape from Dinas and from death in the mountains. Anne said ‘I miss some of my old friends because they were funny but we have made so many new friends already. This is the first place I have felt safe. Our children can go about the city safely without us.’ Otac agreed and added ‘And I also like the clean, fresh air and the tidiness of the city. We have been lucky. Happy Rainy Season my love. Would you like another cup of our limited resources?’


Observations on this story


Oras already has a mature economy – efficient and sustainable. Their improvement spiral had its most active period long ago so this story is different from those in Chapter 6.


The limits for Oras are exceptionally clear because of their isolation and dependence on water above all. For the UK, imports and exports make the limits less clear and the sheer size of the UK makes it easy to forget the raw resource limits we face. Also, much of our pollution is invisible. Nevertheless, our raw resources are limited sufficiently for real economic ideas to be fully applicable.


This story also emphasizes the importance of society-wide education and reinforcement of good economic citizenship. Without this it is difficult to imagine how Oras could survive and thrive. The UK could do better if its citizens were much more aware of how to behave economically.


Chapter 11: Conclusion


In summary, economies are better understood by thinking mostly about real resources, such as work, land, food, and energy. With real resources in mind it is clear that we face a continuing challenge of over-work and environmental damage whose causes include aging populations, war, and fossil fuel use.


Individuals, governments, and decision-makers in other organizations can make choices that tackle this challenge.


We can each consider how our personal choices affect us and others (mainly through the products we use and what we do for a living). We can also consider how our organizations, as producers or in other roles, can be more efficient with real resources and reduce environmental damage.


Our choices include a myriad of lifestyle choices, many of which have huge implications for us, personally and collectively, that we have not fully understood before. In particular, when we are tempted by advertising, products on display, or the choices of our friends and neighbours, we can think for a moment about the work implications of the choice, and probably choose a simpler, easier life.


Sometimes it can seem that making real economic improvements and moving rapidly towards sustainability would be too tough because we are working so hard just to live as we are. However, the improvement spiral described in Chapter 5 is a way to unlock more resources for change progressively so that what seems impossible or too expensive at first becomes possible and even easy. We can probably achieve sustainability by just making changes so attractive that even a person unconcerned with sustainability would happily make them.


Perhaps most importantly, individuals benefit from understanding and applying real economic ideas even if they are in a tiny minority and major consequences of environmental damage are not avoided. The ideas work better still when most people join in and we collectively enjoy happy, long, secure lives without having to work too hard for them.
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