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Introduction 
 
A number of unsustainable trends, such as those related to climate change, biological diversity, 
environmental pollution, depleting fish stocks, deforestation, accumulating radioactive waste threaten 
people in different parts of the world and globally. In addition to this we are experiencing a financial 
crisis. Something appears to be seriously wrong with the mental maps of influential actors in different 
parts of the world. In both cases of crisis, the tendency is to blame market actors for their greediness 
and risk behavior or national governments for the lack of relevant regulation, or both.  
 
I will here argue that among potential explanatory factors we also need to include ideas about the role 
of science in society, paradigms in economics, established political ideologies (and other ideologies) 
as well as institutional arrangements. This means that also science and universities are involved. It is 
argued that the monopoly position of neoclassical economics at university departments of economics 
has played a significant role by influencing the mental maps of many actors and making them more 
legitimate. Even the so called Nobel Prize in economics is part of this picture. 
 
 
Economics as a socially constructed language 
 
Traditionally, science has been seen as being separate from politics. Positivism as a theory of science 
has dominated the scene to the exclusion almost of other perspectives. Science is then about searching 
for the truth, and what is thought of as reliable knowledge is provided to colleagues in the scientific 
community, politicians and other actors in society through educational activities, books, articles, 
research reports etc. The positivistic tradition is one where the scholar is standing outside observing 
what goes on in society, formulating and testing hypotheses. The scholar is responsible mainly to the 
scientific community. It is a limited responsibility doctrine. 
 
BXW SRVLWLYLVP LV RQO\ RQe Rf PaQ\ WKeRULeV Rf VcLeQce. BULaQ Fa\ KaV cRLQed WKe WeUP µSeUVSecWLYLVP¶ 
(1996) to counteract the idea that only one theory of science and one disciplinary paradigm at a time 
UeSUeVeQWV WKe µWUXWK¶. NRUPaOO\ WKeUe e[LVWV PRUe WKaQ RQe UeOeYaQW YaQWage SRLQW aQd SeUVSecWLYe LQ 
relation to a specific category of phenomena.  Viewing reality from a second perspective often adds to 
the understanding offered by the first.  
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While objectivity is celebrated as part of positivism, the role of subjectivity and ideology is seriously 
considered as part of some of the alternative or complementary theories of knowledge. In hermeneutics 
(RLcReXU 1981), µLQWeUSUeWaWLRQ¶ LV a Ne\ cRQceSW aQd aV KXPaQ beLQgV Ze OaUgeO\ LQWeUSUeW WKe ZRUOd 
through our languages. And languages can be regarded as objectively existing phenomena but also as 
beLQg µVRcLaOO\ cRQVWUXcWed¶ (BeUger and Luckman 1966). Mainstream neoclassical economics is a 
standardized language that claims to be helpful in understanding the world. Standardized or not; each 
language points in specific directions concerning relevant objects, relationships, processes etc. to focus 
upon. The language is socially constructed for specific purposes, for instance to deal with specific 
SURbOePV LQ VSecLfLc Za\V. NeRcOaVVLcaO ecRQRPLcV, aV aQ e[aPSOe, LV VSecLfLc QRW RQO\ LQ µVcLeQWLfLc¶ bXW 
aOVR LQ µLdeRORgLcaO¶ WeUPV. µIdeRORg\¶ VWaQdV fRU a µPeaQV-eQdV SKLORVRSK\¶ aQd LV QRW OLPLWed WR PRUe RU 
less established political ideologies like socialism, social democracy, social liberalism or neo-liberalism. 
In this sense, neoclassical economics clearly qualifies as an ideology and as such is more specific and 
precise than the political ideologies mentioned. 
 
Neoclassical economics tells us about the relevant actors in the economy (consumers, firms and 
government); about how to understand markets (supply and demand of commodities and of factors of 
production); about decision-making (optimization) and efficiency (usually a monetary concept or at best 
cost-efficiency). This way of understanding economics is clearly not neutral but specific in ideological 
terms. Gunnar Myrdal has argued WKaW ³YaOXeV aUe aOZa\V ZLWK XV´ (1978 S.778) LQ VRcLaO VcLeQce 
UeVeaUcK aQd LQ P\ XQdeUVWaQdLQg ³ecRQRPLcV LV aOZa\V SROLWLcaO ecRQRPLcV´. TKLV VXggeVWV WKaW WKe 
QeRcOaVVLcaO aWWePSW WR deYeORS a µSXUe¶ ecRQRPLcV fURP abRXW 1870 RQZaUdV aV RSSRVed WR µSROitical 
ecRQRPLcV¶ (ZKLcK ZaV WKe OaQgXage XVed b\ cOaVVLcaO ecRQRPLVWV) ZaV a PLVWaNe. AW LVVXe LV QRZ 
whether neoclassical theory as a conceptual framework and ideological orientation is useful in dealing 
with the ecological crisis and/or the financial crisis. 
 
The ideological features of neoclassical economics also suggest that it becomes relevant to inquire into 
the similarities between neoclassical economics as ideology and the established political ideologies 
referred to. Has neoclassical economics contributed, for example, to make neo-liberalism more 
legitimate? Alternatives to the neoclassical conceptual framework and paradigm, such as some version 
of institutional economics, feminist economics or ecological economics are equally specific in 
ideological terms but may perform better in relation to the ecological crisis and/or the financial crisis. 
This is ± again ± a matter of subjective judgment. The important thing now in economics is to open the 
door for pluralism and competing (or complementary) theoretical perspectives and approaches. 
 
 
Normal imperatives of democracy are applicable 
 
Understanding that economics is socially constructed and specific in ideological/political terms suggests 
that economics can be manipulated for specific purposes. Economists and departments of economics 
are part of society and specific actors and interest groups within the academia and outside it may use 
WKeLU SRZeU WR cKaQge ecRQRPLcV LQ VSecLfLc dLUecWLRQV RU WR VXSSRUW a VWaWXV TXR µbXVLQeVV-as-XVXaO¶ 
position for the discipline. Such pressures in different directions cannot be avoided but since ideology 
and politics are involved, it follows that actors both within and outside universities should observe 
normal imperatives of democracy. If economics is political economics then democracy will inform us 
about the rules of the game. In a democratic society, there are normally more political parties than one 
and many more ideological orientations are represented among citizens than those internalized into 
political parties. This suggests that the conceptual and ideological pluralism that exists in society should 
to some extent be reflected in our ways of doing research and teaching economics. 
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It appears fair to argue that the present situation at university departments of economics in Western 
countries (and other countries as well) is far from such a desired state of affairs. Education and research 
is limited to one paradigm ± the neoclassical one. Rather than democracy, one may speak of 
dictatorship where only one theoretical perspective with connected ideology is permitted. Neoclassical 
ecRQRPLVWV ceOebUaWe fUeedRP Rf cKRLce aQd aUe agaLQVW µSURWecWLRQLVP¶ bXW SURWecW WKeLU RZQ WKeRUeWLcaO 
perspective vigorously. They point in the direction of competition as good for society but paradoxically 
defeQd WKe QeRcOaVVLcaO PRQRSRO\; WKe\ Vee WKe µRSSRUWXQLW\ cRVW SULQcLSOe¶ aV ceQWUaO WR WKeLU PeVVage 
but do not want to apply this principle at the level of paradigms; When discussing portfolio investments, 
they repeatedly tell us thaW LW Pa\ be XQZLVe WR SXW ³aOO eggV LQ RQe baVNeW´ bXW KaYe WKePVeOYeV 
neglected this wisdom. A more pluralistic economics might have saved us from some of the problems 
that we now experience. 
 
Democracy is also about the responsibilities and accountability of each actor in society. The limited 
liability doctrine (of positivism) where economics is only about science and truth is comforting, but no 
longer valid. As economists we should instead be ready to admit and discuss our ideological 
orientations and how we can deal with them while working systematically in research and education. It 
turns out that the rules of democracy will supply some of the criteria for good research. A department 
of economics that has taken important steps in a pluralistic direction will be a stronger and more 
legitimate department. 
 
 
Neoclassical economics and the sustainability crisis 
 
As mentioned in the introduction, a number of unsustainable trends concerning the state of the 
environment can be observed and have been widely reported. The status of individuals in terms of 
health and poverty is another concern of sustainable development. Inequality in terms of monetary 
income and financial position appears to be increasing. At issue is whether or not neoclassical 
economics is helpful in dealing with the sustainability crisis. Hopefully some ideas from neoclassical 
economics are useful but what about other theoretical perspectives in economics? How can they 
contribute? Is the present monopoly for neoclassical economics justified?  
 
OQe µK\SRWKeVLV¶ LV WKaW  QeRcOaVVLcaO ecRQRPLcV LV cORVeO\ cRQQecWed ZLWK a µbXVLQeVV-as- XVXaO¶ 
attitude to development, and that present unsustainable trends are largely explained by this business-
as-XVXaO VWUaWeg\ aQd LdeRORg\. NeRcOaVVLcaO µeQYLURQPeQWaO ecRQRPLcV¶, aQ e[WeQVLRQ Rf QeRcOaVVLcaO 
theory, attempts to deal with sustainability issues by merely modifying the present political-economic 
system. But it seems unlikely that this is enough. In my understanding, the UN, the EU, Sweden as a 
nation,  various regions and cities, etc. have adopted sustainable development as something new with 
openings for more radical changes and I will now try to point to my understanding of this newness. A 
number of questions that I believe are relevant for a dialogue about sustainable development will be 
formulated. I will point to how these issues are dealt with within the scope of neoclassical economics 
aQd WKeQ LQdLcaWe a SROLWLcaO ecRQRPLcV aSSURacK WR VXVWaLQabLOLW\, VR caOOed µVXVWaLQabLOLW\ ecRQRPLcV¶ 
(Söderbaum 2008) that I believe is more useful.27 
 

 
27 I caPe acURVV WKe WeUP ¶VXVWaLQabLOLW\ ecRQRPLcV¶ fRU WKe fLUVW WLPe aV SaUW Rf a SURMecW aW WKe Deutsches Institut 

für Wirtschaftsforschung, DIW, (www.sustainabilityeconomics.de) in 2003. The German Ministry of Education 
and Research had turned to DIW, Berlin, a neoclassical economics research institute, arguing that neoclassical 
economics is inadequate for sustainable development.  DIW was urged to respond to this challenge and 
arranged a number of workshops with ecological economists and others. It is not clear whether this project had 
any lasting impacts on the research work of  the institute. 
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:KDW DUH WKH UHODWLRQVKLSV EHWZHHQ µHFRQRPLFV¶ DQG µSROLWLFV¶? 
 
Neoclassical response: Economics and politics can and should be separated. A value-QeXWUaO, µSXUe¶ 
economics is possible 
 
Sustainability economics perspective: Economics is always political economics. It is an illusion that 
economics can be separated from politics and ideology. Each theoretical perspective in economics is 
specific not only in scientific but also in ideological terms. Limiting economics to one paradigm, for 
example the neoclassical one, is contrary to normal ideas of democracy. Since there is a diversity of 
ideological orientations in society, some part of this diversity should be reflected in research and 
education at universities. Limiting education to one paradigm at university departments of economics 
means that these departments acquire a role as political propaganda centres. This is essentially the 
situation we are facing today. 
 
 
Who are the relevant actors in the economy? 
 
Neoclassical response: µCRQVXPeUV¶ aQd µfLUPV¶ aUe WKe UeOeYaQW acWRUV aQd WKe\ aUe cRQQecWed b\ 
markets for commodities and factors of production. In addition, the national government is an important 
actor regulating markets, raising taxes etc. 
 
Sustainability economics perspective: The sustainability crisis concerns individuals in all their roles and 
not just in their role as consumer and other market-related roles. The individual is also a parent, a 
professional and a citizen. Firms or business organizations participate in the development dialogue but 
so do actors connected with universities, environmental organizations, churches. Individuals and 
organizations are regarded as actors participating in the economy and society where the primacy of 
democracy over market is observed. 
 
 
What is the role of the national government in the economy and in society? 
 
Neoclassical response: Politics and policy-making is essentially in the hands of the national 
gRYeUQPeQW. TZR caWegRULeV Rf SROLc\ LQVWUXPeQWV aUe aYaLOabOe, VR caOOed µcRPPaQd-and-cRQWURO¶ 
instruments and market instruments. Market instruments are generally preferred by neoclassical 
economists as being more flexible. 
 
Sustainability economics perspective: The national government has a specific and important role in the 
economy but is only one among policy-makers. All actors in the economy are regarded as policy-
makers. TKe LQdLYLdXaO LV gXLded b\ KeU µLdeRORgLcaO RULeQWaWLRQ¶ aQd XQdeUVWRRd aV a µSROLWLcaO-economic 
SeUVRQ¶ (PEP) ZKeUeaV aQ RUgaQL]aWLRQ (WKe µfLUP¶ LQcOXded) LV aVVXPed WR be gXLded b\ a µPLVVLRQ¶ aQd 
XQdeUVWRRd aV a µSROLWLcaO ecRQRPLc RUgaQL]aWLRQ¶ (PEO). To reflect this multiple-actor and also a 
multiple-level perspective (the latter referring to organizational as well as territorial aspects), the term 
µgRYeUQaQce¶ LV XVed (Vee aOVR BacKe aQd FOLQdeUV 2004). ReOaWLRQVKLSV beWZeeQ acWRUV LQ WKe ecRQRP\ 
and internationally have to reflect the principles of democracy. Participation, responsibility and 
accountability are among these ideas of a functioning democracy. 
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How do we understand the objectives and values of actors in the economy? 
 
Neoclassical response: The individual as consumer is assumed to choose that combination of 
commodities (within her monetary budget constraint) that maximizes her utility. Consumer preferences 
are assumed to be given and are in no way questioned by the economist who claims neutrality in this 
and other respects. A larger income means that the budget will allow more commodities to be bought 
and a higher level of utility. The organization (which is assumed to be a firm) maximizes monetary 
profits. The possibility of non-monetary objectives is not discussed. At the macro level, focus is on 
QaWLRQaO accRXQWLQg aQd µecRQRPLc gURZWK¶ LQ GDP-terms and economic growth tends to be seen as the 
main idea of progress in society. Neoclassical economists themselves sometimes warn against the use 
of GDP as an indicator of welfare but have little to say about other ideas of progress.  
 
Sustainability economics perspective: As already indicated, it is assumed that the individual is guided 
by her ideological orientation and the organization by its mission. Neither ideological orientation, nor 
mission should be understood as a mathematical objective function to be optimized. The ideological 
orientation is fragmented, uncertain and consists of qualitative, quantitative as well as visual elements 
and something similar holds for the mission of an organization. 
 
The ideological orientation of individuals as actors and the mission of organizations cannot be dictated 
by science but is a matter for each actor. Ideological orientation and mission can be modified or change 
radically over time. The individual may for example more or less internalize the ideas of sustainable 
deYeORSPeQW aQd a bXVLQeVV cRPSaQ\ Pa\ fRcXV RQ QaUURZ LQWeUeVWV LQ WeUPV Rf SURfLWV RU µVKaUeKROdeU 
YaOXe¶ RU LQWeUQaOL]e VRPe Ldea Rf ZKaW LV QRZ UefeUUed WR aV CRUSRUaWe SRcLaO ReVSRQVLbLOLW\ (CSR). 
Similarly, a university may consider its University Social Responsibility (USR) in relation to the challenge 
of sustainable development or other demands from the larger society. 
 
AQ LQdLYLdXaO LV SaUW Rf PaQ\ µZe-caWegRULeV¶ (Cf. µI & We PaUadLgP¶ LQ EW]ioni 1988) including 
cRPPXQLWLeV aQd QeWZRUNV. ReOaWLQg RQe¶V RZQ SRVLWLRQ WR WKaW Rf OaUgeU gURXSV becRPeV aQ LPSRUWaQW 
part of ethical and ideological considerations. An actor may as part of her ideological orientation 
consider GDP-growth as more or less important in relation to other ideas of progress in society. This is 
something to be investigated by the scholar rather than assumed to be given. 
 
 
What is the role of the monetary dimension in the economy? 
 
Neoclassical response: The consumer is limited by her monetary budget constraint and chooses among 
commodities characterized by their price (in monetary terms). Firms are assumed to maximize their 
profits in monetary terms or shareholder value, i.e. the price of company shares. Progress of the 
national economy is measured in monetary terms (as GDP-growth) and decision-making at the societal 
level is a matter of monetary calculation in the form of cost-benefit analysis (CBA). This focus on money 
and monetary analysis has made many individuals as actors tKLQN WKaW ³ecRQRPLcV LV abRXW PRQe\´ aQd 
little else. 
 
Sustainability economics perspective: When looked upon from the vantage point of sustainable 
development, the neoclassical emphasis on the monetary dimension becomes questionable and can 
be referred to aV µPRQeWaU\ UedXcWLRQLVP¶. IQVWead a PXOWLdLPeQVLRQaO SeUVSecWLYe LV SUefeUUed ZKeUe 
the monetary dimension is only a part. The idea that all impacts can be traded against each other is 
abandoned. Monetary and non-monetary impacts are kept separate and analysis is carried out in profile 
terms rather than as one-dimensional calculation. 
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Shifting to a sustainability economics perspective means that non-monetary factors such as 
ecRV\VWePV, QaWXUaO UeVRXUceV aQd KXPaQ UeVRXUceV aUe aV µecRQRPLc¶ aV fLQaQcLaO or monetary 
resources. Impacts on ecosystems, land-use, water resources and fish stocks are economic impacts 
as such (and not only through their implications in the monetary domain). Reference can be made to 
changes in non-monetary resource positions. 
 
On the non-monetary side, the issues of inertia, path-dependence, irreversibility and connected 
uncertainties come to the fore and have to be discussed and analysed separately from monetary 
analysis. House construction on agricultural land is a largely irreversible process that has to be 
illuminated in non-monetary positional terms (Söderbaum 2008 pp. 106-107) and the same holds for 
depletion of fish stocks or degradation of water quality. 
 
 
How is decision-making and efficiency understood? 
 
Neoclassical response: In neoclassical economics, an assumption is made about a specific 
mathematical objective function to be optimized. The consumer maximizes utility in some sense; the 
firm maximizes its profits. Cost-benefit analysis is similarly an attempt to maximize in monetary terms 
at the level of society. Efficiency in neoclassical economics is closely connected with optimality in the 
mentioned sense. Profits in business, for example, is regarded as an indicator of efficiency. 
 
Sustainability economics perspective: Looking for optimal solutions is a possibility (if all actors 
concerned agree about an objective function) but is regarded as a special case. The main idea of 
decision-PaNLQg LV RQe Rf µPaWcKLQg¶, µaSSURSULaWeQeVV¶ RU µVXLWabLOLW\¶. TKe decLVLon-maker is guided by 
KeU LdeRORgLcaO RULeQWaWLRQ aQd WKLV LdeRORgLcaO RULeQWaWLRQ LV µPaWcKed¶ agaLQVW WKe e[SecWed LPSacW 
profile of each alternative considered. In relation to a specific decision situation, the ideological 
orientation of an actor as decision-maker may be sharp or vague and the expected impacts of choosing 
one specific alternative may be certain or uncertain. This suggests that search activities to further 
aUWLcXOaWe RQe¶V LdeRORgLcaO RULeQWaWLRQ, RU WR UedXce XQceUWaLQW\ abRXW LPSacWV, Ls always an option. 
 
In a decision situation with more than one decision-maker, for example a political assembly, the analyst 
has to consider those ideological orientations that appear relevant among decision-makers and suggest 
conditional conclusions based on each of the ideological orientations considered. This information is 
then supposed to be useful for each decision-maker, for instance as part of voting in a political 
assembly. The politician will then be responsible for her voting behaviour and other actions. 
 
Science can no longer dictate correct ideas of efficiency for purposes of resource allocation. There may 
still be some standardized ideas of efficiency such as profits in business but there are always potentially 
competing ideas. Efficiency within the scope of neoclassical economics is one thing and efficiency in 
relation to sustainable development another. Eco-efficiency, for example, may refer exclusively to non-
monetary variables as in ecological footprints (Wackernagel & Rees 1996). To conclude, efficiency is a 
PaWWeU Rf WKe RbVeUYeU¶V LdeRORgLcaO RULeQWaWLRQ. 
 
 
How are decisions prepared at the societal level? 
 
Neoclassical response: A distinction is made between welfare theory and applied welfare economics. 
Welfare theory suggests that welfare is increased if at least one person is made better off as a result of 
choosing an alternative while no one is losing. Applied welfare theory on the other hand claims to be 
more useful in practice and is connected with cost-benefit analysis in monetary terms (CBA). Some 
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individuals may then be losing in monetary terms if only the aggregated impacts are estimated to be 
positive. Neoclassical economists dictate that current market prices should be used to estimate a so 
caOOed µSUeVeQW YaOXe¶ fRU eacK aOWeUQative considered, thereby excluding other ethical or ideological 
standpoints. A specific market ideology is applied. 
 
Sustainability economics perspective: A distinction can be made between approaches to societal 
decisions with respect to degree of aggregation and ideological closed/openness. This leaves us with 
four categories of approaches: 
 

I. Highly aggregated, ideologically closed 
II. Highly aggregated, ideologically open 
III. Highly disaggregated, ideologically closed 
IV. Highly disaggregated, ideologically open 

 
Neoclassical economics clearly belongs to the first category. Impacts of different kinds and expected 
for different periods of time are summarized in monetary terms at correct market prices. Category II 
refers to an approach where impacts are aggregated in one-dimensional terms but prices or other 
values are open to the judgment of each decision-maker while category III may stand for a 
multidimensional approach where acceptable performance in each dimension is decided beforehand. 
 
From the point of view of sustainability economics, category IV, highly disaggregated and ideologically 
open, is judged to be the most relevant and compatible with normal ideas of democracy. Although 
limited in scope to environmental impacts and often used late in the decision process, Environmental 
Impact Assessment (EIA) essentially belongs to this fourth category. A more holistic approach (in terms 
Rf VcRSe) LV µSRVLWLRQaO aQaO\VLV¶ (PA) ZKLcK LV SUefeUUed b\ WKe SUeVeQW aXWKRU (S|deUbaXP 2008, BURZQ 
2008). The purpose is to illuminate an issue for decision-makers, for example politicians, who differ 
among themselves with respect to ideological orientation. Actors or interested parties in relation to the 
issue or decision situation are identified and approached by the analyst to learn about their 
understanding of the problems faced and how it can be dealt with. Potentially relevant ideological 
orientations are articulated and alternatives systematically compared with respect to impacts in 
multidimensional terms. Inertia in the form of, for example irreversible impacts, are illuminated in 
positional terms. Also conflicts of interest are illuminated. Conclusions (in the sense of ranking 
alternatives) are conditional in relation to each ideological orientation articulated. As part of 
sustainability economics, it becomes natural to include an interpretation of sustainable development 
among ideological orientations. 
 
 
How is the market and international trade understood? 
 
Neoclassical perspective: A market is understood in terms of supply and demand of single commodities. 
Monetary costs of producing are related to the price consumers are willing to pay. The market analyst 
is standing outside watching what goes on. Prices and commodities exchanged are seen as objective 
phenomena and are never or seldom questioned from ethical points of view. According to this 
SeUVSecWLYe, LW dReV QRW PaWWeU Lf RQe PaUNeW acWRU LV µVXcceVVfXO¶ LQ PRQeWaU\ WeUPV b\ e[SORLWLQg aQRWKeU 
actor or if two market actors attempt to be fair in relation to each other in their market interactions. 
International trade is similarly understood in reductionist terms where one commodity is discussed at a 
time and where its price is the main consideration. International trade theory furthermore arrives at a 
conclusion thaW fUee WUade LV gRRd ZKLOe µSURWecWLRQLVP¶ (L.e. aWWePSWV WR SURWecW KRPe LQdXVWU\ WKURXgK 
tariffs and quotas) is bad. 
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Sustainability economics perspective: From this point of view, market actors are understood as political 
economic persons and political economic organizations in their specific social, institutional and 
ecological context. A market transaction takes place within a social context where the ideological 
orientation of each market actor plays a role. Emphasis on self-interest, even greediness, is a possibility 
but so is also fairness or a wish to contribute to sustainability or the common good in some sense. The 
impacts of a market transaction is understood in multi-dimensional terms and related to activities of 
different groups of individuals. 
 
A similar analysis is relevant for the international level. Impacts of different kinds can be scrutinized in 
each of the two trading countries as well as impacts on specific activities and thereby groups of 
individuals. Given such estimated impacts, it iV aQ RSeQ LVVXe aQd a PaWWeU Rf WKe RbVeUYeU¶V LdeRORgLcaO 
orientation whether trade is good or bad for specific parties and for the nations involved. In each of the 
trading countries, there may be both winners and losers and general assertions about trade as bad or 
good can seldom be made. Environmental degradation or exploitation of mineral or other natural 
resources in one country are possible implications of trade and a person as actor  may in a specific 
situation find good reasons to argue that protectionism is a reasonable trade strategy. 
 
 
How is institutional change understood? 
 
Neoclassical response: Institutional change is largely regarded as a matter of new laws and regulations. 
Special interest groups may lobby for rules that are favourable for them as suggested by neoclassical 
public choice theory (Mueller 1979). 
 
Sustainability economics perspective: In general terms, a theory of science, the disciplinary paradigm 
in economics and more or less established ideologies may make specific institutions legitimate. 
Neoclassical economics has contributed to make greediness in business and focus on shareholder 
value legitimate. Simplistic neoclassical international trade theory has similarly made exploitation of 
people and natural resources legitimate and is reflected in the rules that guide the World Trade 
Organization (WTO) in their decisions and actions. 
 
At a more specific level, each model used to understand or interpret specific phenomena may be part 
of a process where existing institutions are strengthened or new institutions emerge. At this level: 
 

x interpretation of a phenomenon 
x naming it  
x other manifestations of the phenomenon 
x acceptance among actors of the interpretation and its manifestations are important partial 

processes 
 
The profit maximizing firm as a model in neoclassical microeconomics plays a role in making narrow 
ideas of the purpose of business legitimate. Also existing laws about the joint stock company become 
more legitimate. A stakeholder model of the business firm opens the door for new thinking in some 
respects (for example the admittance of tensions and conflicts of interest between individuals as 
VWaNeKROdeUV aQd VWaNeKROdeU gURXSV) aQd WKe VaPe LV WUXe Rf WKe µSROLWLcaO ecRQRPLc RUgaQL]aWLRQ¶. TKe 
existence of financial management V\VWePV Pa\ PaNe VRPe acWRUV UeaOL]e WKaW µeQYLURQPeQWaO 
PaQagePeQW V\VWePV¶ (EMS) baVed RQ a VLPLOaU ORgLc LV SRVVLbOe. IQ WKLV Za\ WKe LdeRORgLcaO 
orientations of individuals a actors and the models they use play a key role in institutional change 
processes. 
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Conclusions about the ecological and financial crisis 
 
Climate change is perhaps the most threatening aspect of the ecological crisis but not the only one. 
Reduced biological diversity, reduced water availability and deteriorating water quality in some regions 
e[ePSOLf\ RWKeU UeOeYaQW dLPeQVLRQV. OQ WKe fLQaQcLaO VLde, WKe µPaUNeW PecKaQLVP¶ KaV beeQ XQabOe WR 
come up to expectations.  
 
How can these problems be understood? Many factors have certainly contributed but in my judgment 
neoclassical economics as disciplinary paradigm and neo-liberalism as ideology are among the most 
important. If actors in society have failed, this can largely be attributed to the mental maps they have 
used for guidance and these mental maps are largely connected with dominant ideas about economics 
(as conceptual framework and ideology) and neo-liberalism as a dominant ideology in many circles. 
Thousands of students, now in professional positions, have learnt neoclassical micro- and 
macroeconomics over the years and have supported each other and been supported by their professors 
to further strengthen the neoclassical perspective.  
 
Studying neoclassical economics would have been less of a problem if also alternative theoretical 
perspectives had been taught at university departments of economics. But the strategy has instead 
been to strengthen the neoclassical monopoly. It is up to the reader to judge whether neoclassical 
economics by itself and in combination with neo-liberalism explains some parts of the ecological and 
financial crisis that we now experience. Since neoclassical economics emphasizes the monetary 
dimension, one might expect that at least monetary issues are well considered in the paradigm but 
these days we even doubt if this is the case. Something may be missing in terms of interdisciplinary 
openings, including social psychology and also ethical considerations. 
 
In any case, neoclassical economists in leading positions should be held responsible and accountable 
for limiting research and education to one paradigm. As I have argued previously, each paradigm is 
specific not only in scientific terms (with respect to conceptual framework and theory) but also in 
ideological terms. Limiting education in economics to one paradigm means that university departments 
of economics are degraded to political propaganda centres. 
A way out of this is to admit that the political aspect is always part of economics and to use a political-
economics approach when attempting to respond to the questions asked earlier in this article. 
Individuals, organizations, markets, decisions, efficiency, assessment of alternatives ± all this can be 
approached in political economic terms. 
 
A political economics approach means a more humble attitude to economics where it is understood and 
admitted from the very beginning that there are more than one approach to economics. Neoclassical 
economists have often used their power to eliminate competition concerning professional positions and 
to reduce choice for students. But outside university departments of economics, the interest in 
heterodox economics is proliferating. There are social economists, socio-economists, feministic 
economists, institutional economists, ecological economists, Green economists, even interdisciplinary 
economists, many of which are openly critical of the neoclassical paradigm.28 For this reason, a 
pluralistic strategy at university departments of economics is the only realistic one. A move from 
neoclassical technocracy to a democratized economics is called for. Since neoclassical economists 
have become accustomed to their monopoly, such a change will not come about easily. 
 

 
28 For an overview, see Fullbrook ed. 2003, 2004, 2007, 2008.  
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Neoclassical economics may be useful for some purposes but in relation to the challenge of sustainable 
development, it is ± as I have tried to show ± probably among the worst possible theoretical 
perspectives. The emphasis on a monetary dimension is contrary to the perspectives needed to deal 
seriously with environmental problems. Also the tendency to emphasize the self-interest of all kinds of 
actors is far from a widening of horizons to also include community interests. The emphasis on markets 
while downplaying other relations and democracy is a third deficiency of neoclassical economics. 
 
The power game will continue and should not only include orthodox and heterodox economists as 
actors. Individuals in all kinds of roles are stakeholders and although neoclassical economists often try 
to hide behind mathematical equations, the language of economics need not be complex. In some 
sense we all have experiences as economists making decisions with impacts on the future state of 
affairs for us and for others. 
 
Some neoclassical economists realize that they are in trouble in relation to the present crisis situation. 
OQe VWUaWeg\ LV WR acW LQ a µSUagPaWLVW¶ RU eYeQ RSSRUWXQLVW Za\. TKe SWeUQ ReSRUW (2006) LV a caVe LQ 
point where the author and his team produce precise figures about the estimated monetary costs as a 
percentage of GDP for counteracting climate change now compared to waiting and acting at a later 
point in time. Most people understand that action is urgent but structuring the problem in terms of 
monetary GDP appears a bit desperate and as much an attempt to save and protect neoclassical theory 
against competing perspectives.29 
 
I will end this article by pointing to an assumption about heterogeneity in each actor category 
(Söderbaum 1991). Although sharing the same paradigm, neoclassical economists are not a completely 
homogenous group. Some participate actively in public debate, such as Joseph Stiglitz (2002) and Paul 
Krugman which is a positive feature. However, very few of the leading neoclassical economists refer to 
WKeLU RZQ ecRQRPLcV aV µQeRcOaVVLcaO¶ (VLQce WKaW ZRXOd be a fLUVW VWeS WRZaUdV adPLWWLQg WKaW WKeUe Pa\ 
be other kinds of economics) or speak of pluralism as a step forward. Control of journals and awards is 
another way of protecting the status quo. The Bank of Sweden (Riksbanken) Prize in Economic 
Sciences in Memory of Alfred Nobel is based on positivism as a theory of science, neoclassical 
economics and has so far not facilitated a move towards a more pluralistic economics. The ideas of 
excellence in social science of those in charge of this prize are still far from the political economics 
perspective advocated here. But this is another story. 
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