
DOI: 10.4018/IJPPPHCE.2020010102

International Journal of Public and Private Perspectives on Healthcare, Culture, and the Environment
Volume 4 • Issue 1 • January-June 2020


Copyright©2020,IGIGlobal.CopyingordistributinginprintorelectronicformswithoutwrittenpermissionofIGIGlobalisprohibited.



10

Economics Like a Living:
A Bio-Ecological Model for the 21st Century
Torben Larsen, University of Southern Denmark, Odense, Denmark

 https://orcid.org/0000-0002-5704-7753

ABSTRACT

AnintroductorySWOT-analysisofeconomicgrowthbyneoliberalisteconomicsconcludesthat
withinafewdecenniathesuccessofneoliberalismhasturnedupside-downwithmoresevere
threatstohumanitywhereofthatofthegreenhouseeffecthastop-priority.Thebioecological
approach—approachingeconomicsasanencapsulateddisciplinebetweenecologyandbrain
science—identifies a Pigovian carbon emission tax (CET) as most effective towards the
top-priority threat to humanity that of the green-house effect. However, in the short-term,
thedemocraticcentercoalitionsaretooweaktoimplementCET,dueasymmetriclevelsof
economicknowledgebetween theprofessionof economists and thepublic.Anaccelerated
publicdisseminationofbioecologicaleconomicsiscrucialtoprovidetheoptionofpolitical
implementationofCET.
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1. INTRodUCTIoN

Thediscoveryofthe“InvisibleMarketHand”(IMH)asorganizerofeconomicdevelopmentisan
unprecedentedsuccessinhumandevelopmenthistory(Smith,1776).Lately,theunequivocalsuccess
storyofIMHisturnedupside-downbythe“Green-houseeffect”.Thisstudyexploresoptionsto
correctsuchdocumentedmarketfailures.

2. SwoT-ANALySIS oF MARKET ECoNoMy (IMH)

The SWOT-analysis is based on the economic tools of demand and supply as applied to the
industrializationofG7in2.1.G7includesUSA,Canada,Germany,France,UK,ItalyandJapanwith
10%ofworldpopulationaccountingfornearlyhalfoftheglobalgrossdomesticproduction(GDP).
IndustrializationoriginatedinUKabout1750andspreadtoContinentalEuropeandNorthAmerica
andafterWWIItoJapan.TheSWOT-analysisisconcludedin2.2.
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2.1. The Basic Function of Market Economy (IMH)
2.1.1. What is Economic Growth?
Accordingtoclassicalbehavioraleconomicsarehumanneedsinfinite,howeverwithadecreasing
marginalutilityofconsumption.Thismeansthatthehigherincomethehighertotalsatisfactionof
consumers.Thepriceofgoodsandserviceslimitsthelevelofsatisfactionthatgiventheincomeand
therelativepricesdeterminewhichofalternativebuyingoptionsischosen.In-summary, income
andrelativepricesarethemostimportantdeterminantsofconsumptionasconfirmedbyempirical
investigation.Thismeansthatingeneral,consumeroptionsrisewheneverthepricesdecline,orthe
incomeraises.Foracertainperiodinaspecificregione.g.ayearinaspecificcountry,theaggregate
value of foods and services is accounted as the gross domestic product (GDP) representing the
consumeroptionof thatspecificcountry in thatperiod.Economicgrowth is thecaseof relative
growthinGDPcomparedtoprices,thegrowthinconsumeroptions.Thisgrowththesisisinthe
simplecase-withouteitherforeigntrade,financialtransactionsorchangesinstocks-operatedat
thelevelofnationsaschangesinGDPcorrectedforeventualchangesinthelevelofbaselineprices.

GDPstartedtogrowinUKabout1800.ThequantitativecomparisonofthePre-industrial,Feudal
Village–economywiththePost-industrial,digitalizedeconomyisnotstraight-outduesubstantial
changesinthecompositionofconsumption.Asimpleindicatorofover-alleconomicgrowthinG7is
employmentinagriculture.InthePre-industrialeconomy,about80%oftheworkingpopulationwas
poorcopyholdersinagriculture.InPost-industrialdigitalizedeconomieswithadvancedagriculture,
<5%oftheworkingforceisrequireddirectlyinagricultureandindirectlyintheagriculturalrefinery
industriestofeedthepopulation.Thisindicatesagross15-foldincreaseinlaborproductivitywhich
correspondstoanaverageeconomicgrowthduringupsanddownsaswellaspeaceandwarofabout
1.2%proannosince1800.

2.1.2. Economic Growth by Market Economy is Profit-Driven
Atthesociallevel,profitservesasarisk-premiumforanextraefforttoovercomeinitialobstacles
and insecurity which is termed “Return on Investment”. The thriven for profit, affects that
production factors are applied to anextent,where theproportionbetweenall production factors
andthecorrespondingpriceisthesameandminimal(Pareto,1906).ThetrickofPareto-optimal
allocationisthatsimultaneouslywithoptimalallocationofresourcesforsocietyisproductioncosts
forenterprisesminimized,whereforecollectiveandprivateinterestsprogresseshandbyhandinthis
lineofdevelopment.

2.2. optimization of Technology to Minimize Unit Production Costs
Theoptimalcombinationofmultiplefactorsofproductione.g.land,labor,capitalandenterprise,is
thatofequalmarginalcostperutilityunit:

ParetoOptimalAllocation:
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Xi=ProductionFactoriPi=Priceofi

MinimalVariableProductionCosts:Vc=ΣXiPi

ThePareto-optimalcombinationofproductionfactorsrepresentsthetechnical aspect of economic 
effectiveness.So,economicsisbasicallyamultidisciplinaryprocess,presupposingfreeandinformed
communicationbetweeneconomistsandadiversityofproductionspecialists.
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