
‘Production, consumption patterns and lifestyles in 
all of the three key transformation fields [energy, 
urbanisation, and land use] must be changed in 
such a way that global greenhouse gas emissions 
are reduced to an absolute minimum over the com-
ing decades, and low-carbon societies can devel-
op. The extent of the transformation ahead of us 
can barely be overestimated. In terms of profound 
impact, it is comparable to the two fundamental 

transformations in the world’s history: the Neolith-
ic Revolution, i.e., the invention and spreading of 
farming and animal husbandry, and the Industrial 
Revolution, which Karl Polanyi (1944) called the 
“Great Transformation”, meaning the transition 
from agricultural to industrialised society.’

German Advisory Council on Global Change 
(WBGU) (2011: 5).



This opening quote from the high-level Ger-
man Advisory Council that reports directly to the 
German Chancellor reminds us of the enormous 
transition that faces human society if it is to move 
to a low-carbon or post-carbon society.1 For, as the 
UNDP’s 2011 Human Development Report puts 
it, ‘our development model is bumping up against 
concrete limits’ (UNDP, 2011: 15). Yet, while grow-
ing scientific evidence shows how our patterns of 
development are environmentally unsustainable, 
most recently highlighted in the Fifth Assessment 
report of the Intergovernmental Panel on Climate 
Change (IPCC, 2013), dominant policy paradigms 
in countries around the world are based upon a re-
turn to economic growth within a neo-liberal con-
sumption-driven economy. The stark contradiction 
between what scientific evidence is telling us needs 
to be done and what is actually happening was 
highlighted by some scientific reaction to the pub-
lication of the IPCC report. As Prof. Kevin Anderson 
of the University of Manchester in the UK put it to 
the BBC: ‘Governments, businesses and high-emit-
ting individuals around the world now face a stark 
choice: to reduce emissions in line with the clear 
message of the IPCC report, or continue with their 
carbon-profligate behaviour at the expense of both 
climate-vulnerable communities and future gener-
ations’ (BBC News, 2013).

This stark choice confronts humanity with what 
is perhaps the greatest dilemma it has ever faced in 
its history: can we try to mobilise our resources in 
the most unprecedented ways over a short time span 
of no more than half a century to avoid the worst 
of the devastating scenarios outlined in the IPCC 
report or do we continue to give priority to econom-
ic growth and its principal mechanism, the exten-
sion of a consumer society throughout the world, 
seeking at best to modify or ‘green’ it? At its heart, 

this is a dilemma about the contradictions between 
what our science is telling us and what our deeply 
entrenched belief systems are telling us about how 
we organise our economy and society, about what 
constitutes the good life. Our future rests on which 
of these we choose to follow, the evidence or our 
beliefs? Yet, few see the challenge in these terms. 
Many believe that science and technology will save 
us, finding ways that will permit us maintain our 
current consumer lifestyles while simultaneously 
reducing our greenhouse gas emissions by up to 
95% by 2050 and replacing our dependence on fossil 
fuels by renewable sources of energy. The opening 
quote above from the German Chancellor’s expert 
group draws our attention instead to the funda-
mental changes required to the ways we organise 
our economy and society. But the debate on climate 
change has focused much less on these issues, what 
we can call our models of development. The purpose 
of this article is to use the analytical categories of 
political economy to elucidate the options facing us.

The next section introduces the conceptual cat-
egories and discusses what they can offer, making 
clear the distinction with political ecology. The ex-
amples of Iceland and Chile are briefly discussed 
to illustrate the utility of a political economy ap-
proach. The following section places the environ-
mental challenges into the wider context of the 
crisis of capitalism, through the thought of Karl 
Polanyi. This focuses attention on the key role of 
the market in the generation of the current crisis 
and opens a discussion in the subsequent section 
about the need to move beyond a climate capi-
talism, introducing the concept of an ecological 
socialism and some of its constitutive features, 
drawing particularly on traditions of utopian so-
cialism and radical democracy. The final brief sec-
tion draws conclusions.

1 Throughout this article, the term ‘low- and post-carbon society’ is used. The reason for this is not to hedge bets about the extent to 
which it is possible to decarbonise. Rather, the term is used to combine the two senses of the objective being sought: the term low-carbon so-
ciety is the scientific term for the fact that we must move to a society that emits low levels of carbon and other GHGs. Science tells us that we 
cannot hope to eliminate all emissions as a certain level occurs naturally. However, the term post-carbon society is added to express that what 
we are moving towards is a new type of economy and society in which the issue of carbon and other GHG emissions no longer is a cause for 
concern; to that extent it will be very different from the carbon-based economic model that began with the Industrial Revolution in Britain 
in the late eighteenth century and has now been globalised.



POLITICAL ECONOMY

In essence, political economy focuses atten-
tion on the interrelationship between political and 
economic power, the state and the market. While 
in the 19th century the field encompassed the study 
of the broad processes of social change undertak-
en by Smith, Ricardo, Mill and Marx, by the ear-
ly 20th century with the emergence of the distinct 
disciplines of economics and political science, the 
field of political economy became more restricted to 
studying the interaction of state and market. Three 
broad approaches can be distinguished mirroring 
the broad theoretical traditions of the western social 
sciences: a statist approach which prioritises the role 
of the state in governing or guiding the market; a 
liberal approach which examines how institutions 
can enhance the competitive operation of the mar-
ket; and a critical or radical tradition which focuses 
on questions of economic, gender or environmen-
tal equity. While political economy limited itself to 
the national sphere over much of the 20th century, 
the field has become strongly internationalised over 
recent decades, mirroring the internationalisation 
(some would say globalisation) of economic and 
political relations since the 1970s (O’Brien and 
Williams, 2010; Ravenhill, 2011). The focus on the 
organised power of civil society in some branches 
of the social sciences over recent decades has en-
riched the field by introducing a focus on agency 
and resistance, examining how these can modify 
the ways in which state and market power interact 
(Gill, 2003; Castells, 1997).

A recent application of these categories to the 
task of transforming capitalism comes in the work 
of US sociologist, Erik Olin Wright. His project of 
on transforming capitalism through real utopias 
offers a framework for different configurations of 
capitalist and socialist empowerment based upon 
the interrelationships of state, economic and social 
power (Wright, 2013). Thus, where economic power 
predominates, one has a configuration of capitalist 
empowerment, and where state power predominates 
one has a configuration of authoritarian statism. 
However, the more interesting configurations in-
volve different balances of the three forms of power 

constituting, for example, a social democratic statist 
regulation (state power governs the market but is 
held in check by social power), a capitalist statist 
regulation (economic power dominates state pow-
er with social power being very weak) or a social 
democratic associational democracy (social power 
is predominant). While these are ideal types, they 
offer practical guidance as to how different polit-
ical economy configurations (different models of 
development as they are often called) can and do 
emerge. Among the predominant examples today 
are the neo-liberal models of Anglo-American cap-
italism (including such models as the Chilean and 
the Irish models), the developmental statist mod-
els of East Asia, the statist models of China and Vi-
etnam and the social democratic Nordic models. 
One might argue that in Latin America today a 
new model is beginning to emerge in those coun-
tries ruled by ‘new left’ governments, what Wylde 
calls a neo-developmentalist regime (Wylde, 2012).

These approaches to examining power configu-
rations have largely been missing from those forms 
of social and political thought that seek to include 
environmental issues as essential components, what 
is often called Green political and social theory. As 
outlined by Barry, this has concentrated on a num-
ber of themes, namely overcoming the separation of 
‘human’ from ‘nature, viewing humans as a spe-
cies with specific characteristics and needs, exam-
ining how the relationship with the environment 
is both constitutive of human society but also lays 
down limits to its development, and giving moral 
value to forms of life beyond the human species 
(Barry, 2007: 295-98). A particular debate concerns 
whether Green political thought marks a new ide-
ology overcoming the traditional Right-Left divi-
sion (Dobson, 2007) or is better seen as a variety of 
political positions, mirroring the main Right-Left 
positions, but emphasising the importance of en-
vironmental concerns within these. As such, it has 
been criticised for an overconcentration on these 
concerns at the expense of such issues as equity, ef-
ficiency or democracy (Connolly and Smith, 1999: 
62). Where political economy issues emerge is in 
the eco-socialist debates about the compatibility 
of Marxist and ecological thought, though these 



have remained peripheral within Green social and 
political thought.

Where political economy issues have been use-
fully integrated into environmental thinking is in 
the academic discipline of political ecology which 
focuses on asymmetries of power in the ways in 
which the social and the natural relate and con-
stitute one another. However, as the field has devel-
oped it has broadened to encompass a wide range of 
concerns, from degradation of ecosystems, through 
a focus on local, indigenous knowledge, to the pol-
itics of social action about the environment (Ad-
ams, 2009: 196-99). While this field has added to 
understandings of how power helps constitute both 
environmental outcomes and the ways we think 
about the environment, it has been less success-
ful in developing political economy approaches to 
theorising the transition to a low or post-carbon 
society. While political ecology seeks to be trans-
disciplinary and to integrate the social and the 
natural sciences, it is less successful in addressing 
some of the other key challenges to Green social 
and political theory as identified by Barry. These 
are the need for a future-oriented intergenerational 
focus, moving beyond national boundaries to an 
explicitly global, transnational focus, and the ur-
gency of linking theory to practice in order to im-
pact on what is happening in the world. Adopting 
a more explicit international political economy 
(IPE) focus offers the possibility addressing these 
challenges (Barry, 2007: 300-13) though IPE itself 
needs to be challenged to integrate environmental 
issues and limits more centrally within its theoret-
ical toolkit (Kirby, 2013).

One of the dominant figures in today’s IPE, 
Robert W. Cox distinguishes the approach of polit-
ical economy from that of ‘problem-solving’ theo-
ry embodied in disciplines such as economics and 
political science:

Political science and economics are actor-oriented 
studies. They take off from some rather fixed as-
sumptions about the framework or parameters within 
which action takes place –the institutional frame-
work of politics, or the concept of the market. Within 
these parameters, they can often give quite precise 
answers to specific questions. …

Political economy, by contrast, is concerned with 
the historically constituted frameworks or structures 
within with political and economic activity takes 
place. It stands back from the apparent fixity of the 
present to ask how the existing structures came into 
being and how they may be changing, or how they 
may be induced to change. In this sense, political 
economy is critical theory (Cox, 1995: 32).

Cox makes clear that environmental destruction 
is a central aspect of the challenge of global change 
in today’s world. This includes not only the ‘trade-
off between environment and development’ which 
is central to dominant theories and practices of in-
ternational development but also ‘the relationship 
of human organization to nature’. ‘The relatively 
affluent are challenged to rethink their patterns of 
consumption and behaviour, in relation to the bio-
sphere and to the models they project to less affluent 
peoples’ (ibid. 42, 42). Taking a political economy 
approach to the challenges of transitioning to a low 
or post-carbon society therefore places the limits 
posed by the biosphere to our dominant models of 
development within a wider critique of these mod-
els, refusing to treat the environmental challenges 
apart from the social and economic challenges. A 
brief look at the challenges posed by climate change 
to Iceland and Chile helps illustrate the analytical 
value of such an approach (see Boxes 1 and 2). A 
theoretical framework which helps integrate the 
environmental with the social and economic is of-
fered by the work of Karl Polanyi.

POLANYI’S ‘FICTITIOUS COMMODITIES’

Polanyi helps to overcome some major difficul-
ties that Marx’s thought has posed for the attempt to 
draw on the socialist tradition to address the chal-
lenge of transitioning to a low or post-carbon socie-
ty. These difficulties centre on what is seen as Marx’s 
Promethean view of the human person’s domina-
tion of nature as well as his valuing of human la-
bour rather than nature as the key source of value. 
The dismal record of communist governments to-
wards the environment enhances the skepticism of 
some environmentalists towards Marxism. While 
defenders of Marx are able to draw on quotes that 



show Marx’s appreciation that the human person 
is part of nature and that the environment poses 
limits to capital accumulation (Foster, 2010), the 
attempt to integrate environmental concerns within 
Marxism founders on the differences between the 
early and more humanist Marx and the later and 
more scientific thinker he became (Connolly and 
Smith, 1999: 50). Drawing on the work of Polanyi, 
however, offers a more coherent way of integrat-
ing environmental concerns within a critique of 
industrial society.

A major motivation of Polanyi’s work was to con-
test the claim by Adam Smith that economic activity 
derives from some natural tendency to ‘barter, truck 
and exchange one thing for another’ on which he 
based the view that markets had always played a 
central role in the ways societies provisioned them-
selves. Polanyi saw this as a dangerous ‘misreading 
of the past’ since it was only with the British indus-
trial revolution that an industrial system was put in 
place ‘which, practically and theoretically, implied 
that the human race was swayed in all its econom-
ic activities, if not also in its political, intellectual, 
and spiritual pursuits, by that one particular pro-
pensity’ (Polanyi, 2001: 46). Thus, for Polanyi, the 
central revolutionary innovation of the industrial 
revolution was the emergence of a ‘self-regulating 
system of markets’. As he wrote, ‘the most startling 
peculiarity of the system lies in the fact that, once it 
is established, it must be allowed to function with-
out outside interference’ (ibid. 44). This system is 
based on the three ‘fictitious commodities’ –the 
commodification of land, labour and money. In 
identifying precise commodities that are offered for 
sale through market mechanisms within industrial 
capitalism, Polanyi was pointing to the wider and 
essential dimensions of society that each of these 
represents, each of which accurately describes the 
source and origin of the fundamental crises of con-
temporary capitalism.

The commodification of land stands for the 
commodification of the whole of nature and the 
natural world, a process that has extended in our 
day to an extent that would have been impossi-
ble for Polanyi to imagine (the ‘water wars’ that 
have broken out in some parts of the world being a 

good illustration). The commodification of labour 
stands for the commodification of the human per-
son (note that markets exist in some parts of the 
world for living body parts while the trafficking of 
women and children for the commercial sex trade 
is seen as a form of modern slavery). And the com-
modification of money identifies how a medium 
of exchange becomes a commodity to be bought 
and sold in its own right; this has now reached the 
extremes of the complex financial instruments of 
today’s hyper-financialised capitalism. As Polanyi 
saw so presciently in his classic work The Great 
Transformation, allowing these fictitious com-
modities through the market mechanism ‘to be the 
sole director of the fate of human beings and their 
natural environment indeed, even of the amount 
and use of purchasing power, would result in the 
demolition of society’ (Polanyi, 2001: 76).

Polanyi’s three fictitious commodities accurately 
identify the three core elements that make today’s 
capitalism so unsustainable, showing how the en-
vironmental crisis stands alongside other core cri-
ses of the system. The commodification of labour 
lies at the heart of the crisis of the social reproduc-
tion of capitalism as the gap between higher earn-
ers, average earners and lower earners has grown 
exponentially, while security of employment has 
virtually disappeared in many sectors of the glob-
al economy. This has resulted in the growing de-
pression of the purchasing power of the income of 
large sectors of the population even in countries 
at the core of the capitalist system, and has been a 
major contributing factor to the high levels of per-
sonal debt built up as people seek to participate as 
active consumers in a society where participation is 
more and more defined by the ability to engage in 
practices of consumption rather than through an 
active practice of citizenship. The commodification 
of money lies at the heart of the transformation of 
the financial system of today’s capitalism into an 
almost entirely speculative system that has become 
to a great extent disengaged from the productive 
economy. It was this speculative financial system 
that lay at the heart of the economic collapse of 
2008-9. Following that collapse, many citizens of 
our societies have experienced ‘the demolition of 



society’ which was what Polanyi predicted would be 
the result of allowing society be organised through 
the mechanisms of these fictitious commodities.

The damage results from the disembedding of 
the economy from society so that society ends up 
serving the needs of the market which ‘required 
that the individual respect economic law even if it 
happened to destroy him’ (Polanyi, 2001: 89). The 
key impact on human wellbeing therefore lies not 
primarily in reduced income but, rather, in ‘the 
lethal injury to the institutions in which his [the 
human person’s] social existence is embodied’ in-
cluding a stable and sustaining relationship to the 
ecosystem: ‘The result is loss of self-respect and 
standards, whether the unit is a people or a class, 
whether the process springs from so-called culture 
conflict or from a change in the position of a class 
within the confines of a society’ (ibid.: 164-5). This 
approach focusingon the relationship between the 
economy on the one hand, and society and the 
ecosystem on the other, provides the basis for iden-
tifying the fundamental problems to be addressed, 
problems that lie at the heart of the model of an 
industrial economy and society the foundations of 
which were laid at the time of the industrial revolu-
tion. For the central mechanism that has driven the 
development of industrial capitalism has been the 
self-regulating market which Polanyi’s own work 
showed to be an innovation of the industrial revo-
lution and not to have existed in societies around 
the world before the mid-eighteenth century (Dal-
ton, 1968; Pearson, 1977). The big question to be 
faced, therefore, is whether we can move to a low 
or post-carbon society without also moving beyond 
this innovation which underpinned the emergence 
of industrial society.

TOWARDS AN ECOLOGICAL SOCIALISM

Using a political economy lens allows us identify 
the mixes of state, market and society that underpin 
approaches to transitioning to a low or post-carbon 
society. As Strachan and Foxon put it in discussing 
options for low-carbon energy futures, these can 
be based on Market Rules, on Central Co-ordina-
tion or on Thousand Flowers; each of these offer 

very different transition pathways (Strachan and 
Foxon, 2012: 86-88). What applies to low-carbon 
energy applies more widely to a low-carbon socie-
ty and economy: will it be built on the rules of the 
market, on the central co-ordination of the state or 
on the creative endeavours of the countless groups 
and individuals engaged in a myriad of different 
forms of civil society activism?

It is not surprising that, within the hyperfinan-
cialised form of neoliberalism that has dominat-
ed the global political economy for the past two 
decades, the dominant attempts to reduce carbon 
emissions have entailed using the rules of the mar-
ket to create incentives for producers and consum-
ers to move to activities that emit less carbon. This 
has been described as climate capitalism, ‘a model 
which squares capitalism’s need for continual eco-
nomic growth with substantial shifts away from 
carbon-based industrial development’ (Newell and 
Paterson, 2010: 1). Essentially, this entails creating 
different types of carbon markets which put a price 
on carbon, such as emissions trading like the EU’s 
Emissions Trading Scheme (ETS) and the Clean 
Development Mechanism (CDM) which allows in-
vestment in developing countries to offset carbon 
emissions, as well as expanding markets for renew-
able energy technologies which offer opportunities 
for investors (see Newell and Paterson, 2010 for a 
comprehensive discussion). The emergence of these 
market-based mechanisms has helped shift the view 
of some sectors of business and finance from seeing 
climate change as a threat to seeing it as an oppor-
tunity to be embraced. For example, one can today 
visit the permanent Crystal exhibition in London’s 
docklands dedicated to showing how urban living 
can become low-carbon and sustainable. Not only 
is this housed in a sustainable building which itself 
is part of the demonstration of what can be done 
with cutting-edge technologies but it has been en-
tirely developed by a private company Siemens as 
a showcase for its technological innovation. There 
is evidence therefore that some of the innovative fi-
nancial and technological potentials of capitalism 
are being harnessed to help society make the tran-
sition to a low or post-carbon society. And this has 
been achieved not just through the endeavours of 



market actors such as corporations and pensions 
funds but has also involved governments which 
have created many of the rules and incentives for 
these activities, and civil society actors such as NGOs 
which benefit from investments through the CDM.

However, many questions remain about just 
how far climate capitalism can take us towards a 
low- or post-carbon society. Newell and Paterson 
raise questions about the extent of the benefits it is 
delivering, highlighting difficulties of methodolo-
gy in assessing these benefits (such as accounting, 
measurement and regulation problems) and weak 
governance of these markets (targets that are not 
robust enough and rules that are too loose). Based 
on their analysis of the development of climate cap-
italism up to now, they outline four possible future 
scenarios: a climate capitalist utopia where all the 
mechanisms work to achieve the goal of a low and 
post-carbon society; stagnation where markets falter 
and fail to achieve their potential; a ‘decarbonised 
dystopia’ which manages to achieve the objective 
sought but in a highly inegalitarian manner ben-
efiting the privileged and placing the burden of 
adjustment on the poor and vulnerable, and cli-
mate Keynesianism where much stronger govern-
ance ensures markets act to achieve the objective 
sought. All are plausible, they write, but add: ‘In all 
likelihood some messy mix of them all will co-exist 
– some areas of the world stagnating, others going 
ahead with a pure neoliberal version, while others 
still regulate the carbon economy more stringently’ 
(Newell and Paterson, 2010: 178).

As they themselves recognise, what Newell and 
Paterson’s scenarios point to is the need for politics. 
This is how society can influence which scenario 
emerges. However, while they rightly identify prob-
lems with climate capitalism, they tend to empha-
sise the more technical or managerial problems 
while acknowledging but offering little discussion of 
what seem the principal political challenges. These 
can be identified as growth, equity and motivation. 
Each is treated in turn here and their implications 
for political economy models drawn out.

Growth: The economy that emerged from the 
industrial revolution was premised on limit-

less growth. Despite some very far-seeing ad-
vice from John Stuart Mill in Principles of 
Political Economy published in 1848 both 
that ‘the increase of wealth is not boundless’ 
and that ‘the stationary state of capital and 
wealth’ would be far preferable, with attention 
devoted to greater distribution and to ‘mor-
al and social progress’ (Mill, 1970: 111, 113, 
116), belief in economic growth has become 
deeply embedded in modern society. Such 
publications as the Club of Rome’s report on 
the limits to growth in 1972 which sounded 
an early warning about the environmental 
limits to growth failed to dent this almost 
religious belief. Today’s environmental cri-
sis, however, is raising in an ever more ur-
gent way the necessity for recognising these 
limits and finding practical ways of living 
within them. The fundamental question has 
been posed by Jackson: ‘How –and for how 
long– is continued growth possible without 
coming up against the ecological limits of a 
finite planet?’ (Jackson, 2009: 6). There are 
both practical and theoretical answers to this 
question. The first relates to how far we can 
decouple growth from GHG emissions and on 
this the evidence points to the possibility of 
relative decoupling (fewer carbon emissions 
are emitted for each unit of GDP growth) but 
not absolute decoupling (there is no absolute 
cut in emissions) (Urban and Nordensvärd, 
2013: 12-15). This points to the need to limit 
growth if we are to limit emissions in an ab-
solute way. The second answer relates to the 
deeper theoretical and philosophical question 
of finding a balance between the demands of 
human production and consumption and the 
carrying capacity of the biosphere on which 
all our activities depends (Heinberg, 2011). 
The practical implications of this second 
question for the ways we organise our econ-
omy and society are being debated within 
the degrowth literature (Latouche, 2009). 
Since all the capitalist economies we know 
are premised upon growth, we do not know if 
degrowth is possible within capitalism.



Equity: Polanyi recognised that one charac-
teristic of the industrial revolution in Britain 
was ‘the incomprehensible fact that poverty 
seemed to go with plenty’ (Polanyi, 2001: 89). 
In our day the inequalities created by industrial 
society have reached grotesque proportions as 
the gap between the salaries of high-earning 
executives and of factory workers in the Unit-
ed States has grown from 24:1 in 1965, to 71:1 
in 1989, to 262:1 in 2005 and up to 325:1 in 
2011 (Felber, 2012). Only those societies that 
have curbed the free operation of market forces 
(socialist and social democratic societies) have 
succeeded in creating greater equality. Inequal-
ity is driven by the free-market system. For the 
transition to a low or post-carbon society, the 
distributional issue is central as the transition 
must be managed in such a way as to ensure a 
far more just and equitable distribution of the 
costs and benefits than occurs under today’s 
capitalist model. Newell and Paterson’s sce-
nario of a ‘decarbonised dystopia’ recognises 
this challenge.
Motivation: What drives growth and inno-
vation under capitalism is the profit motive. 
Yet, as Wright has recognised, ‘only by cur-
tailing profit-maximisation as the driving 
force allocating capital would it be possible 
to reengineer the economy in the rich regions 
of the world in such a way that increases in 
leisure would be given priority over increas-
es in consumption and most people would 
be able to acquire an adequate standard of 
living without continual economic growth 
in material production’ (Wright, 2013: 8). 
This quote establishes the conditions for 
global equality within a degrowth economy 
and finds them incompatible with the profit 
motive. He concludes: ‘All of this is incon-
sistent with capitalism’ (ibid.).

The essential task in moving decisively and 
quickly from the very weak form of sustainability 
that has been achieved so far within the free mar-
ket capitalist model towards the transformed soci-
ety and economy that are required for a post-car-

bon future requires extensive social and political 
mobilisation. Newell and Paterson conclude their 
study of climate capitalism by stating that ‘strug-
gles around how markets work and how they should 
be governed (and for whom) provide the basis to 
improve upon them or to construct new markets 
or other forms of policy intervention’ (Newell and 
Paterson, 2010: 188). However, as Adaman et al. 
conclude in examining how to re-embed the econ-
omy in society and nature, capitalist solutions ‘seek 
to complete the institution of the very process of 
commodification and marketisation which led to 
his critique of the self-regulating market and the 
disembedded economy in the first place’ (Adaman 
et al., 2007: 101). The crucial issue therefore is how 
far do struggles have to go: can market power be so 
curbed and governed to achieve a low or post-car-
bon society that the resultant model is still a form 
of capitalism or has moved beyond to a form of so-
cialism in which the good of society has replaced 
the profit motive? The central insights of Polanyi 
point decisively to the core of the problem lying in 
the fiction of treating land, labour and money as 
commodities. As his daughter, Kari Polanyi Levitt 
has more recently summarised the implications of 
her father’s thought:

If we cannot set limits to the reach of the market, 
economic forces will destroy the capacity of society 
to resist disintegration and the capacity of the bio-
sphere to renew itself. Public ownership and social 
and economic planning must be rescued from their 
current status as heresies. The vision of socialism as 
a co-operative, democratic and just economic order 
based on the social ownership and control of natural 
and man-made resources, united by the enjoyment 
of a community of culture, embodies the best of the 
legacy of the European enlightenment (Polanyi Lev-
itt, 2013: 53).

This therefore points the way to an ‘ecological 
socialism’ in which markets can again be embed-
ded in society rather than dominating it and in 
which social power is strong enough to curb the 
dominance of both market and state power. It is, as 
Cock puts it, ‘a new kind of socialism which is dem-
ocratic, ethical and ecological’ (Cock, 2011: 240).



Defining the model that is needed to make the 
transition to a low or post-carbon society as so-
cialist opens the richness of socialist thought as a 
resource to be drawn upon, particularly the utopi-
an socialist tradition which for well over a century 
has been eclipsed by so-called scientific socialism. 
However, key themes of the utopian socialist tradi-
tion such as democratic control, workers’ control 
of the workplace, co-operative forms of organising 
production and distribution, and the localisation 
of production and distribution all resonate with the 
requirements of a post-carbon world. Furthermore, 
in the work of Felber, for example, we can see the 
elaboration of how such an economy might oper-
ate. He emphasises the importance of democratic 
deliberation in shaping the direction of the econ-
omy. We need to rediscover a sense that the people 
are sovereign, he writes, meaning that their deci-
sions override all others. This could be given effect 
through a democratic convention to decide on the 
values and goals of the economy, ensuring they ac-
cord with the values of the country’s Constitution 
(which, in many cases, allows the common good 
override the right to private property). Within large 
corporations, Felber argues that decision making 
should be shared not only with their workers but 
also with the wider society through involving rep-
resentatives of consumers, of women and of the 
environment. He argues that the principle of sep-
aration of powers in the democratic political sys-
tem needs to be translated to the economic system 
whereby power should not be concentrated to the 
point where it threatens the freedom of all. Without 
the pressure to compete aggressively, the need for 
economic growth which dominates our current eco-
nomic system would greatly lessen, he writes. The 
urge for limitless growth would be replaced by the 
desire to reach the optimum size to fulfil social and 
ecological goals without overshooting the carrying 
capacity of the ecosystem. The current system based 
on aggressive competition which seeks to damage 
competitor companies will be replaced by collabo-
ration and the common good (Felber, 2012).

Furthermore Felber’s ideas would result in the 
decommodification of labour, land and money. In 
terms of labour, he argues that democratic delibera-

tion should set what differential between the highest 
and the lowest incomes is acceptable to society and 
that this should be ratified by all electors. Democrat-
ic deliberation should also put limits to how much 
private property any one person can own. Workers 
should share in profits by receiving percentages 
fixed by democratic deliberation. These would be 
key means to address the current crisis in the social 
reproduction of the capitalist economy, particularly 
the growing gap between the top and the bottom of 
the income scale. On land, Felber argues that no 
one should be allowed own nature as private prop-
erty and that municipal government should have 
the responsibility of sharing land for productive uses 
and for housing. There should be strict limits on 
the amounts of land given to any one person, ei-
ther for agricultural use or for housing. This would 
help people to see nature as a common good to be 
guarded and protected by all, he argues. On mon-
ey, he proposes a financial system totally different 
from the one we have today with democratic and 
co-operative banks serving the common good rath-
er than profit. Banks should give particular priority 
to stimulating regional economies and making in-
vestments that are sustainable from a social and an 
ecological point of view. Private banks will only exist 
as non-profit co-operatives or community banks. In 
these ways, the financial system will be structured 
in such a way that it serves the long-term good of 
society and the ecosystem.

CONCLUSIONS

The transition to a low or post-carbon society 
will require wrenching transformations of our econ-
omy, society, political systems and culture, akin to 
the transition from feudalism to capitalism accord-
ing to the German Advisory Council whose quote 
opens this article. Yet, despite the overwhelming 
scientific evidence of science that we face devas-
tating and unforeseeable futures, our political and 
economic leaders as well as the publics in our so-
cieties seem unable to break with our carbon-based 
economic and social model. This article has argued 
that what is required to break the stranglehold of 
ideology on the options facing us is to adopt the 



conceptual toolkit of political economy which can 
fill a gap in ‘green’ thinking as to the power con-
figurations that might better serve the transition to 
a low or post-carbon society. The essential features 
of such a political economy approach were outlined 
and their utility illustrated through introducing the 
cases of Iceland and Chile. The insights of one in-
novative and influential thinker, Karl Polanyi, were 
introduced to place the role that the self-governing 
market has come to play in today’s global political 
economy in an historical context, seeing it as an 
innovation of the industrial revolution. His analy-
sis of the three ‘fictitious commodities’ of land, la-
bour and money helped situate the environmental 
crisis as one dimension of a wider crisis of capital-
ism involving social and financial dimensions also. 
This opened a discussion of the political economy 
model most suited to make the transition to a low 
or post-carbon society which argued that climate 
capitalism fails adequately to address essential chal-
lenges related to growth and equity, largely due to 
the centrality of the profit motive. An alternative 
model, labelled ecological socialism was then in-
troduced and some of its features illustrated through 
the thought of Christian Felber based on the radi-
cal decommodification of land, labour and money 
within a deliberative democratic society. In this way, 
the article sought to elaborate an ideology that can 
respond to what science is demanding of society.
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BOX 1: ICELAND: OPTINGFOR HIGH-CARBON DEVELOPMENT

Iceland is one of the few countries in the world for which climate change should offer a major com-
petitive advantage. This is due to the fact that it generates all its energy needs from sources that emit 
low levels of greenhouse gases as 73% of its electricity is produced by hydropower stations and 27% by 
geothermal vapour. Its ability to supply large amounts of energy cheaply and its lack of connections to 
the electricity grid overseas has already given it an advantage in attracting aluminium companies to set 
up in the country and around 80% of the energy produced by domestic sources is sold to heavy industry, 
mostly aluminium smelters. However, despite having a low carbon footprint from its energy sector, over-
all GHG emissions in Iceland rose by 35% between 1990 and 2009, with the largest part coming from 
the ferrous alloys industry and from aluminium smelting. The reliance of transport and of the fishing 
fleet on fossil fuels accounts for much of the remainder of Iceland’s large carbon footprint of around 
14.3 tons per person in 2010 (Institute for Sustainability Studies, 2012).

Since 2007, Iceland has been committed to a reduction of 50-75% in the net emissions of green-
house gases by 2050 using 1990 levels as a baseline. While the severe economic crash that hit in 2008 
helped reduce demand in the economy and thereby reduce carbon emissions, with recovery since 2012 
the country’s per capita carbon footprint has been rising again. However, it is on target to meet its com-
mitments under the Kyoto Protocol and is putting in place ambitious plans both to reduce emissions 
and to increase its potential for carbon sequestration. Its 10-point plan, agreed in 2010 and revised in 
2012, includes commitments to carbon tax on fuel, to linking road tax to emissions, to environmental-
ly friendly fuels, and to extending public transport and promoting cycling. These measures are already 
helping reduce emissions in the transport sector. Iceland intends to achieve half of its carbon reduction 
through sequestration and has ambitious targets to extent forestation and restore land. It has taken an 
international lead on the issue of restoring to wetlands areas that have been drained since there has 
been a growing recognition that drainage releases carbon while wetlands sequester it. Partly due to Ice-
land’s diplomatic efforts, the issue was agreed at the 2011 Durban conference as part of international 
accounting for land management under the UNFCCC process.

Yet, for all its successes, there is a fundamental contradiction at the heart of the Icelandic model of 
development, highlighted in the book Dreamland: A Self-Help Manual for a Frightened Nation, pub-
lished in Icelandic in 2006 (English translation, 2008) which went on to be a major best seller. Written 
by essayist and writer Andri Snær Magnason, this highlights the nation’s love affair with aluminium 
smelters despite the destruction being wrought to the country’s pristine beauty. The country already has 
three aluminium smelters and there are plans at different stages of development to build four more, 
among them some of the largest in the world. These were shelved due to unfavourable alumina pric-
es and also due to a lack of political enthusiasm when the Social Democrats and the Left Green party 
were in power from 2009 to 2013. But with the right wing coalition re-elected in 2013, the expectation 
is that the political atmosphere will be more favourable for expanding the aluminium sector. Not only 
will this worsen Iceland’s GHG emissions but government officials admit that any substantial reduction 
awaits technological solutions that may be found in the future. Though it has signed up to the exten-
sion of the Kyoto Protocol, Iceland has gained an exemption for emissions from aluminium smelters 
and other heavy industry which are expected to increase by between 115% and 261% by 2020 (Fontaine, 
2012). As Magnason writes: ‘The intention seems to be to turn the land our children will inherit into 
one of the biggest aluminium smelting nations on earth, without any clear idea of what we are letting 
ourselves in for’ (Magnason, 2008: 183).



BOX 2: CHILE: LEGACIES OF DICTATORSHIP

In 1970s and 1980s hydropower dominated Chilean electricity generation, providing 80 per cent of 
capacity with negligible GHG emissions. Yet, between 1990 and 2006 overall emissions grew by 232 per 
cent, most especially from the energy sector which accounted for 57.8 million tons of GHG emissions 
in 2006 out of a total of 78.9 million tons, 19.3 million tons of which was sequestered through land-
use and forestry. Furthermore, predictions contained in Chile’s 2011 report to the UNFCCC show that 
emissions are expected to rise from transport and the copper mining industry, in the latter case largely 
due to the use of energy generated by fossil fuels. No projections are given for reducing emissions from 
the energy sector (Ministerio de Medio Ambiente, 2011). What happened to change a benign trajectory 
of emissions into the high-growth trajectory into which Chile now seems locked?

The answer lies in the extreme free-market model of development put in place by the military dicta-
torship (1973-90) which remains largely in place to the present day. The liberalisation and subsequent 
privatisation of both water and the electricity market began in 1981. This transferred water rights to 
private owners and ‘sharply reduced the government’s role and authority in water resources manage-
ment, regulation, and development’ (Bauer, 2009: 598) instead ‘concentrating power in the hands of 
relatively few owners who have enjoyed significant monopoly powers’ (ibid. 601) which they used to 
speculate in water. Only in 2005 was this law changed but the reform was ‘decidedly modest’ and bare-
ly touched ‘the core principles of private property rights, market forces, and a weak state’ (ibid. 604). 
The liberalisation of the electricity market and the privatisation of generation ‘allowed large private 
electricity companies to appear that wielded great economic power in an otherwise weak regulatory 
and policy context’ (Mundaca, 2013: 241-2). In time, this lead to a major increase in the import of oil 
products and coal to fill gaps in generation capacity with the result that CO2 emissions increased. In-
stalled coal-based capacity increased at a far faster rate than renewable energy capacity and is expected 
to reach 26 per cent by 2020 compared to 17 per cent in 2005 since ‘market price mechanisms were the 
sole explicit instrument used to foster energy efficiency improvements during the period under analy-
sis’ (Mundaca, 2013: 243).

As Mundaca concludes: ‘One explanation for the lack of policy instruments – and consequently 
investment – to support energy efficiency and renewable energy is the lack of regulatory power of the 
Chilean government’ (ibid. 243). The prevailing influence of the private sector and a free-market ide-
ology ‘means that the administration has very limited discretion in directing prices and investments in 
order to positively affect energy efficiency or renewable energy technology investment.’ ‘Furthermore, 
monopoly power and speculation in the water permit market has delayed or stopped hydropower in-
vestment projects’ (ibid. 244).




