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Background Note for the Session: “The Way Ahead:  Decoupling” 

“Decoupling – A Response to Limits to Growth” 

A Project Proposed by the Club of Rome 

“Decoupling: the separation of previously linked systems so that they may operate independently” 

(Webster, Collins). 

Background 

The Club of Rome, under the leadership of Ernst Ulrich von Weizsäcker1 is proposing a major 

new initiative that builds upon “Limits to Growth”
2 and subsequent research on resource 

development and economic growth. 

The term “decoupling” is a recent one to the sustainability literature and refers typically to 

the ability of breaking the long held causal relationship between economic growth and the growth in 

the consumption of natural resources. It goes beyond simple price adjustments or marginal policy 

shifts but strikes a blow at the heart of the fundamental yet mistaken belief that economic growth 

and natural resource use are the two sides of the same coin, joined forever in a mutually reinforcing 

bind. Those who advocate decoupling believe that the binding knot can, and must, be broken.  

The ideas that underpin the concept of decoupling of natural resource use and economic 

growth have, recently become topical3. The essence of the debate is much along the lines of 

Meadows et al, although times have changed and knowledge and understanding have increased: (i) 

We better understand the economic costs of resource depletion and, following the oil price shocks of 

the past few decades and the food commodity shocks of the last few years, we are beginning to 

understand that such impacts do indeed provide a binding constraint on economic growth and 

welfare; (ii) We better understand the inter-dependency of natural resources, for example, 

deforestation, agricultural productivity, water use, climate change etc; and (iii) We are cognizant that 

the depletion of the planet’s stock of natural capital has continued unabated at historic and 

unprecedented rates and, depending upon definitions, we are  at or close to the point of 

unsustainable consumption levels.4 

As noted, the antecedents of decoupling are represented in “Limits to Growth” which 

outlined a series of scenarios within which the planet’s stock of natural capital, being finite, would, if 

degraded and depleted, eventually have an impact on economic growth and economic well being.  

The logic is impeccable but many argued that (i) it was so far into the future that we need not be too 

                                                           
1
  Professor von Weizsäcker is co-president of the Club of Rome and lead author of a recent report to the Club 

of Rome: Ernst von Weizsäcker, Karlson Hargroves, Michael Smith, Cheryl Desha, Peter Stasinopoulos” Factor 

Five: Transforming the Global Economy through 80% improvements in resource Productivity: A Report to the 

Club of Rome.” Earthscan. 2009  
2
 Donella H. Meadows, Dennis L. Meadows, Jorgen Randers, William Behrens III: “The Limits to Growth: A report 

of the Club of Rome’s Project on the Predicament of Mankind” Potomac Associated Press, 1972. And also 

Donella Meadows, Jorgen Randers, Dennis Meadows:” Limits to Growth: The 30 year update”, Chelsea Green 

Publishers, 2004. 
3
 See, for example, the recent United Nations Environment Programme report “Decoupling: Natural Resource 

Use and the Environmental Impacts form Economic Growth” UNEP panel co-chaired by Ashok Khosla and Ernst 

Ulrich von Weizsäcker. 
4
 See for example the literature on global ecological footprint which suggests that the planet is already 

consuming resources at unsustainable rates 
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concerned; (ii) technological progress would find answers to improving the efficiency of utilization; 

and (iii) as prices of natural resources rise new substitutes would be developed. 

 While these arguments have resonance it is nevertheless becoming increasingly clear that (i) 

the long term is getting shorter all the time as the drawdown of natural resources rises at 

exponential rates; (ii) rising global GDP per capita places increased pressure on the resource base, 

especially if the historic relationship between the two is maintained; and (iii) unforeseen externalities 

are now imposing potentially massive economic and ecological costs on our planetary system 

especially, but not only limited, to climate change5.  

  Indeed, decoupling aims to challenge the three precepts of economics and natural resource 

use: the linear relationship between growth and increasing incomes (as embodied to some extent in 

“Limits to Growth”; the “positivist’s” view that rising incomes increase pressure on prudent 

management of ecology; and the “Kuznet’s view that turning points in per capita income shift from 

negative to positive impacts6. Decoupling provides a fourth way forward by dismantling the 

relationship and attempting to “tunnel” through the well known Kuznet’s curve which can be 

interpreted as “a wait and don’t worry” curve as countries will eventually peak in their use of natural 

resources and then, as per capita rises, will become more environmentally conscious and reduce 

their environmental footprint. By tunneling through the curve many developing countries can move 

quickly to a “decoupled” pathway. 

The debate has continued. “Limits to Growth” made the rather obvious statement that the 

planet has a fixed stock of natural capital and that its drawdown would eventually impede economic 

growth. Sporadic evidence already exists. The rapidly rising cost of water in some countries has 

indeed imposed a growth penalty on countries (Cyprus7, Libya for example). The rapid rise in oil 

prices during the past two decades has had a profound “knock-on” effect in causing economic 

dislocation, dampening growth and increasing debt8. The recent spikes in food commodity prices 

depressed growth and pushed an estimated 75 million additional people into absolute poverty9. As 

scarcity takes hold and prices rise, the effects, especially on emerging economies, can be dramatic. If 

                                                           
5
 See: Anders Wijkman and Johan Rockström: “Bankrupting Nature: Denying our Planetary Boundaries: A 

Report to the Club of Rome.” Earthscan Publishers.  Second Edition, 2012. The authors present a new view of 

limits through the establishment of planetary boundaries beyond which humanity is exposed to unsafe 

consequences. In some sense an even greater clarion call to action as the safe limits are reached well before 

full exploitation of natural capital is achieved.  
6
 See for example, Chapter Three of the United Nations Economic and Social Commission for Asia and the 

Pacific (ESCAP) “ State of the Environment in Asia and the Pacific 2005”.UN Publication, 2005. 
7
  Following the island’s division Cypriots needed to re-engineer their water resource systems. Estimates at the 

time were in the order of 2% to 3% of GDP in terms of redirected investment resources. 
8
 Many studies have been undertaken that have analyzed the effects of the oil price changes on economic 

performance and growth. More recently the World Bank has modeled estimates to show how rapid changes to 

oil prices affect growth. Modeled on the assumptions of a $25 per barrel increase in 2012 and 21013 

respectively global GDP would be reduced by around 0.5 and 0.6 percent in each year but for emerging 

economies (oil importers) this would rise to 0.9 and 1.3 percentage points over the two years. It should also be 

noted that the analysis also concluded that such a rise could result in food price rises of 9.1 and 4.6 

respectively. A clear demonstration of why it is important to understand the impacts through-out the economic 

system. 
9
 see “Price Volatility in Food and Agricultural Markets: Policy response” : A Policy report with contributions 

from FAO,IFAD, IMF,OECD,UNCTAD,WFP, the World Bank, WTO,IFPRI, and the UN High Level Task Force, 2 June 

2011. 
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Limits to Growth have not yet been realized in an absolute sense, limitations to economic growth10 as 

a result of increasing scarcity and rising prices of natural resources unequivocally have arrived. 

Yet the arguments for decoupling go beyond the economic. There are moral arguments 

related to sustainability and the ability of our current generation to leave intact a stock of natural 

capital for future generations. Those who believe in the sanctity of life on earth wish to also leave as 

much biodiversity and natural habitat as is possible for current and future generations to enjoy in 

order that they can realize it enduring amenity value. Biologists inform us that diversity is at the 

heart of biological stability and that the drawdown of our natural stock de facto reduces our 

biological diversity and the potential for unstable outcomes. Environmentalists worry that the loss of 

natural habitat decreases our respect for nature and the beauty it offers. Social scientists have long 

warned that the search for natural resources has given rise to civil strife, war and imposed huge 

social and health costs on humanity, especially the poor. The evidence is widespread and historical. 

European colonialism was driven largely by the search for natural resources in Asia and Africa; the 

Middle East conflicts have, at least partially, centered on the securitization of oil resources; local 

conflicts in Africa have often been driven by diamond mining, tropical forest resources and oil. 

Resources have, in many instances, been perceived more as a curse than a benefit. As scarcity 

increases around the world should we now prepare measures to mitigate even more civil strife and 

social dislocation? More recently climate scientists are concerned that potential non-linear impacts 

of a changing climate will impose huge dislocations to economies, societies and lifestyles. Slowing 

down or reversing the trends of natural capital depletion also provides the time and possibility for 

reducing risks.  The additional time can provide space for new Research and Development into 

substitutes and new options. The case for decoupling, on so many fronts from economic to social to 

political destabilization, is powerful and convincing. 

The Essence of Decoupling 

Two sets of issues require understanding. 

The first relates to what Jackson11 has termed relative and absolute decoupling. The former refers to 

the progressive decline in environmental use per unit of GDP. In such cases, efficiency gains are 

certainly made but the overall level of resource use may still rise, obviously at a lower rate than 

previously12. A good example of this is the case of so called unconventional fossil fuels which may 

well be consumed in an increasingly efficient manner yet the absolute outcome would be a rise in 

greenhouse gases. On the other hand absolute decoupling implies that resource efficiency rises at a 

rate faster than GDP and hence produces, in total, an absolute decline. Jackson notes that absolute 

decoupling is rare. Nevertheless, it has occurred perhaps more than Jackson would admit. Dirigiste 

policies have been enacted throughout the world to delink economy from natural resource 

extraction: natural parks protected by law exist in almost all countries; bans on tropical forest 

destruction have been introduced in some regions of the world; the use of asbestos, a natural 

resource of considerable value, is widely banned; uranium mining and deployment is controlled; 

naturally grown opiates are banned; and protected green space is a common feature of many cities. 

                                                           
10

 It has also been argued that there may be limits of growth in the sense that conventional economic growth 

does not always result in real wealth creation. 
11

  Jackson Tim: “Prosperity without Growth: Economics for a Finite Planet“ London. Earthscan. 2009. 
12

 Unless blighted by the “Jevons Paradox” in which efficiency gains are offset by increased demand and 

consumption: a phenomena observed more frequently than many realize. 
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In all these cases, policies have been introduced to create a barrier between economic growth and 

the use of natural resources. To introduce such policies requires strong political will and even 

stronger institutions, impervious to political pressures, short run thinking and corruption. 

The second set of issues is to understand that scarcity is measured in two ways. The first is through 

its bio-physical character and the second is through its monetary price. In an ideal world the two 

would be closely correlated. A major part of the problem is that they are not, with the result that the 

financial price of many natural resources is well below the real scarcity value or economic price. This 

gap is often further compounded by governments seeking short term rent and profitability and 

therefore willing to provide subsidies to the extractive industries. The size of these subsidies can be 

enormous and can act as a major deterrent to any policies aimed at aligning scarcity with price.13 The 

transformation of physical goods into financial assets (such as has occurred with food commodities) 

can also lead to harmful excessive speculation. The relationship between the physical nature of 

natural resources and their price is central to future policy formulation. The physical scarcity of 

natural resources can also result in regional and site specific dislocations imposing high social and 

economic costs (especially water scarcity) and may, over time, result in transforming what have long 

been considered local and national non-traded goods into globally traded assets.14 

Why Now? 

We appear to be entering a new and dangerous period of global history as we continue an 

exponential drawdown of the planet’s natural resources and embedded life support systems. The 

consequences, as have been pointed out, lie well beyond the economic or the ecological but at the 

heart of what a safe and sustainable global society must strive for. 

The recent upsurge, in some quarters15, in optimism at new technological breakthroughs in 

“non-conventional oil and natural gas”16  which, even if local environmental impacts can be managed 

successfully, the issue of raw methane leakage and new oil pumped into the economy provides a 

concern that GHG emissions will rise and climate targets will need to be reset. Technological “lock 

ins” and increased path dependency could mean that we are moving into a new “carbon age.”17 If 

decoupling economic growth from energy-related GHGs can be achieved to relative or absolute 

levels it will buy time to consider the implications for the global climate. If it can be achieved in other 

natural resource sectors it will place the world on a less pressured economic and ecological pathway. 

 

                                                           
13

 Ian Johnson: forthcoming chapter in: “Is the Earth Full”? (Oxford University Press, 2013 forthcoming). The 

size of economic subsidies in the fossil fuel and water sectors are of considerable magnitudes. 
14

 Oil and water are examples. Oil was, for many years, a local good until the advent of the turbine engine and 

the demand for oil as a pillar of economic growth in almost all countries. Water is, to a very large extent, 

perceived as a local or regional good and is rarely traded. As scarcity values rise and the exploration, extraction 

and processing of water reaches the levels of oil it is entirely possible that water will become priced at a level 

that could result in it becoming a fully traded global commodity.  
15

  Sadly those quarters include the political leadership of many important countries! 
16

  A “catch all” term for new technologies such as fracking, tar sand exploration, and oil exploration in hitherto 

unexplored territories such as the Arctic, deep-drilled sea offshore fields. 
17

 See Michael Klare:” The Third Carbon Age: Don’t for a second imagine were heading for an era of renewable 

energy.” Huffington Post, 8 August 2013. Klare’s excellent article is a provocative editorial which indicates that 

the oil industry is abandoning next generation non carbon technologies for new age unconventional oil and gas. 

His view is one of extreme pessimism about where the energy industry is heading: it sadly may be also very 

realistic! 
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What will it take? 

Reversing hundreds of years of financially profitable natural resource exploitation; 

challenging conventional economics and the shibboleths of the relationship between economic 

growth and natural resource consumption; while simultaneously convincing politicians to consider 

the long term effects of policy change are not for the faint hearted. Actions required must be part of 

a package: for complex problems, such as decoupling, are rarely fixed with single solutions. It is the 

internal consistency of a package of solutions that provides the answer.  

The section below provides some insights into the actions that must be considered. 

The valuation and pricing of natural resources is a starting point 

Almost all economic text books point to the fact that natural resources are often 

undervalued and priced accordingly. For many years economists viewed the natural resource base as 

a free good, able to extract resources at low cost and with little or no consequence. The last few 

decades have been instructive in dismantling this view and yet paradoxically it has not resonated 

amongst many policymakers. 

It is important to distinguish financial costs from economic costs. The former represent the 

prices faced by the market and the producer or consumer; the latter are the real resource costs that 

are faced by society as a whole, today and into the future. At one time, the economic costs were 

treated as ephemeral: the work of academics. What mattered was the financial cost only. The 

environmental movement and their academic supporters were the first to make the strong case that 

destruction of natural resources came at a high and real cost to society. The “externality” costs of 

natural resource extraction and use can often be larger than the internal financial costs. 

Furthermore, there is sufficient evidence to suggest that these costs are rising and rising rapidly18.  

One way of ensuring that the full societal costs are embedded within the price is through 

fiscal reform: taxes. This is necessary especially when some of the externalities are non-monetized. 

Enlightened fiscal policy would require that prices faced by producers and consumers were 

equivalent to the real resource cost to society. In such circumstances demand and supply would be 

optimized. The truth, of course, is that many governments subsidize natural resource extraction, 

often to a high degree. Taxation policy is also often obfuscated by a myriad of uncoordinated taxes 

and subsidies; all too often taxes (such as energy and water) are additional to financial prices which 

are too low to begin with; and the net result is that prices remain well below economic values. 

Nevertheless, a starting point for any decoupling must be a deep understanding of the real 

resource costs of natural resources. While non-trivial, a great body of economics literature exists. 

Hotelling’s19 work in the 1930s provided a mapping for how to calculate depletion of non-traded 

                                                           
18

 A good example is water resources. Most countries are facing a rapidly upward sloping long run marginal 

cost curve that, in some circumstances, may be discontinuous. For many years this was of little concern as 

financial prices (with or without subsidies) were well below economic costs. However, as new investment is 

required in many countries and this, in turn, requires higher cost exploration the financial cost curve is rising 

towards the economic cost curve: a major investment and funding headache for many countries. 
19

 See many articles from or on Hotelling’s work including his now well established pricing rule. See, for 

example: Harold Hotelling:“The Economics of Exhaustible Resources”, published in the Journal of Political 

Economy, 1931. One useful advantage of applying Hotelling’s rule is that it forces the analyst to understand not 
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natural resources by tracing out over the long term what backstop technologies would be required as 

demand increased. Dasgupta and Heal’s20 work identified applied ways in which economic estimates 

could be calibrated. For traded goods, world prices have typically been utilized as the economic 

benchmark. However, such benchmarks do not internalize the global costs. Fossil fuels perhaps 

represent the most glaring example: no external value is calculated for the damage to the 

atmosphere. A global shadow price (to reflect this defect) would probably raise the cost of traded oil 

by upwards of $15 a barrel21 which, in turn, would almost certainly induce a relative decoupling.22 

Intelligent pathways can be sought  

While the case for immediately moving to full cost pricing as soon as possible might be 

advocated by some economists (although not many) most would agree that carefully designed 

economic pricing paths are essential. The lessons of structural adjustment policies of the 1980s still 

haunt those who advocated strong and rapid actions on prices. So what steps are required? 

The first is to understand the distortions between current prices and economic costs. How 

large is the distortion and what do the price elasticities of demand and supply in the short, medium 

and long term look like?  One lesson of the recent spikes in food commodities was an understanding 

of just how inelastic both demand and supply was, especially for the poor. Poor consumers, who 

spend typically 70% or more of their disposable income on food) had little choice but to spend more 

or go hungry. Most farmers are highly price inelastic and could not benefit from rising prices. 

Understanding the impacts especially on the poor is essential. Indeed, more generally, any dramatic 

changes to the economy that changes the fundamentals of supply and demand of natural resources 

must continue to recognize that distributional impacts may ensue. Managing new pathways requires 

deft and progressive policies to ensure that those most vulnerable to change are protected and 

helped through the transition. Recognizing scarcity of natural resources, the under-pricing of key 

factors of production such as energy and water, and recognizing that water and carbon footprint 

costs should be made transparent inevitably raises issues of consumer prices and the potential for 

them to rise. If food is too cheap, energy too subsidized and water given away free the consequences 

of a new efficient pathways is fraught with pricing and distributional issues. These must be 

addressed. 

Second, understanding economic costs does not automatically mean setting prices at those 

costs. Setting standards, efficiency targets, regulations that reflect the scarcity value and establishing 

                                                                                                                                                                                     
only the price trajectories but the extent to which substitution is possible through “backstop” technologies. It 

helps place a price on scarcity. 
20

  See P.S Dasgupta and G.M Heal: “Economic Theory and Exhaustible Resources”. Cambridge University Press, 

March 1980:  The Das Gupta and Heal book remains essential reading for a clear analysis of the economics of 

depletion. But also see several articles by J.E Stiglitz including, for example, an excellent article on monopoly 

pricing in the energy sector: .Joseph E. Stiglitz ”Monopoly and the Rate of Extraction of Exhaustible Resources”. 

The American Economic Review: Volume 66, Issue 4, 1976.   
21

 Calculation is on the basis of one tone of Co2 equivalent to 3.15 barrels of crude oil or around $50 per tonne 

of Co2.  Obviously, the calculations would be refined once distillates are estimated and not crude oil which 

requires refinery cracking.  
22

 The strong elasticity of demand for oil products is such that even at such levels it is not clear that fuel 

switching to any great level would take place. Carbon taxes are required as a signal but direct policy action 

would be required. Oil companies including those that proudly re-branded themselves as energy companies 

(BP for example) have become extraordinarily resilient to moving away from oil and increasing energy prices 

have simply moved these companies up the marginal cost curve to new and “unconventional” oil.  
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lifeline tariffs as well as offsetting subsidies and tax breaks for those negatively impacted can be 

introduced. 

Third, introducing policies that require an absolute decoupling would require strong political 

leadership. And yet sensibly planned and introduced in a stable and predictable manner there is no 

reason why the progressive realization of a policy of absolute (or close to absolute) decoupling could 

not be managed in a prudent and politically acceptable manner. Seeking out and designing such 

pathways that provide robust analysis of impacts, feedback loops, mitigation of negative 

distributional impacts is central to any strategy of decoupling. 

Fourth, is to build strong policies against path dependency.  The corollary of inelastic demand 

and supply is that it can encourage long-term technological “lock in” and path dependency. This is 

particularly the case with the energy sector given its long term investment profile and consumer’s 

high inelasticity of demand. The costs of inter-fuel substitution, say away from fossil fuels, is not only 

a function of energy pricing but also the added externality cost of switching to new or modified 

infrastructure, lifestyle behavior and the cost of new consumer goods. One of the great dangers of 

the current mood swing towards new and unconventional oil is that short term gains in availability 

may come at a cost of locking out long term no-carbon options. As the marginal cost of oil 

exploration and delivers rises it can, through its effects on path dependency, simply drive further up 

or to the next discontinuous cost curve instead of inducing the development of new sources. 

Devoting attention to technological path dependency is a critical (and often overlooked) issue in a 

decoupling strategy.  

Natural Resources and Markets can be developed 

Two phenomena have combined over the past few decades to give rise to concerns on how 

natural resources and markets interact. The first is the increasing prices of natural resources and the 

ability to secure very high rents; and the second has been the observed expansion of relatively 

unregulated markets in all commodity classes. Many goods and services dependent upon natural 

resources have become commoditized. Agricultural products have been physically traded for 

millennia but only recently have they become financial assets; traded by hedge funds and other 

financial speculators and, as noted by President Hernandez of the Dominican Republic…. “in this 

modern casino economy, someone sells a product he does not have, to a buyer, who in turn, does 

not expect to receive the product he has bought.”23 Financial traders care little for the goods they 

trade: there is little commitment to securing a stable and predictable market place. 

And yet the seriously minded private sector engaged in production management of natural 

resources, whether food or minerals, does care about market conditions: speculation is not their 

friend. Stable and predictable market systems coupled with clear rules are required for long term 

investors.  

Ensuring that markets for natural resources can deliver in a sound and sustainable manner 

requires that reasonable rules are in effect that reduce the risk of excessive speculation: defined in 

this note when the economic cost of the negative public good impact of trading is greater than the 

financial price at which the commodity is traded. Such rules will need to operate at the national and 

                                                           
23

 See „Financial Speculation, Food and Oil in Futures Markets: Towards a New International Consensus on 

Price Stability” by Leonel Fernandez, President of the Dominican Republic, Santo Domingo. September 2011. A 

speech delivered to the FAO, Rome, September, 2011. 
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global level. They should not be aimed at unreasonable intrusion into normal market trading where 

price discovery through normal risks and reward structures operate but at preventing excessive 

speculative trade24. 

Excessive speculation of natural resource products may also encourage an additional 

negative outcome, land speculation and land grabs. Evidence is far from clear on the extent of land 

speculation nor what drives it but it is likely to be a central tenant of any efforts to decouple land 

use, natural resources and economic growth. 

The market for global public goods is in its infancy. Actions taken under the Kyoto Protocol 

represented a bold attempt to create a market for a global commons good that, until then, had 

neither a price, a market nor any commercial interest: a market for reducing something not 

producing something: a market for globally polluted air. That the market has survived is remarkable. 

It is clear that for such a market to thrive it must be underwritten by enlightened and stable public 

policy and its implementation and oversight must be carried forward by strong institutional 

frameworks. In particular, either a price floor and cap or a physical target is required to jump start 

such markets and careful nurturing is required to build up a robust market. Current prices, either 

under the Clean Development Mechanism of the Protocol or within the European Trading System 

currently offer incentives for strong action and investment. Nevertheless, such markets and the 

lessons learned from the Protocol provide optimism that markets for carbon and ultimately other 

natural resources could be developed. 

Institutions that manage and protect the public good are needed 

One important characteristic of natural resources is that many of the benefits of their 

protection and sustainable management lie outside of the financial economy. The benefits derived 

are often of a public good nature, both national (for many environmental services) and global (for 

issues such as the commons: climate change, oceans etc.). This implies the need for institutions that 

can mange, protect and direct policies towards the public good at the national and international 

level. New institutional frameworks and institutions are undoubtedly required as a matter of 

urgency. 

For example, there is scope for market based solutions to climate change, through carbon 

markets; for efficient water management through water markets; and for conservation driven 

fisheries policies and market driven solutions for access to fishing grounds. However, all require 

enlightened public policy. This can take the form of incentives; of physical targets (in the case of 

carbon); of assigned quotas, auctions and trading rules; of co-investment between public and private 

sectors; and of underwriting risks that crowd-in private investment. The design of careful forward 

looking public policy and the institutions that must guide a decoupling strategy is non-trivial but as 

essential as technical and economic solutions. 

Consideration should also be given to the creation of public policy boards focused on the 

value and use of natural resources within a country. Natural capital boards that oversee the real 

wealth of a nation and periodically assess its value and use in wealth creation could provide a 

powerful impetus to public policy and general public understanding of the importance of natural 

resources. The United Kingdom has recently created such a board although it is too early to tell 

                                                           
24

 It has been estimated that around 30% to 40 % of the major food commodity spike increases in 2008 and 

2009 were as a result of speculative trading. Op cit 
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whether it will be effective in shaping policies and actions towards the management of the country’s 

natural capital. Creativity and new thinking is required on the development of new transparent and 

accountable institutions that can effectively protect and manage natural resources and natural 

capital. 

 In the final analysis public policy will have to operate on all fronts, mixing market based 

solutions with regulatory measures and aligning efficiency incentives with safety net protection 

measures. The correct balance of instruments will, of course, be site specific although general rules 

can be identified. In addition, a new generation of institutional measures is required at the global 

level for traded commodities or natural resource goods and services that have a cross border impact. 

 Research and Development is critical 

Technology will be a critically important driver of decoupling. Three objectives are likely to be 

desirable: (i) to maximize economic and technical efficiency through a mix of policies and adaptive 

technology; (ii) the development of “backstop” or alternative technologies that can displace current 

“bad” technologies; and (iii) the development of resilience to the likely effects of ecological changes 

that have taken or will take effect, primarily climate change. 

In many respects the first of these sets of technologies have been identified. Factor Five25 

provides considerable evidence that with improvements in technical efficiency and design, energy 

savings of up to 80 % compared with current efficiencies are not only possible but, with relative ease, 

are implementable. That they are not always implemented is due to pricing and non-pricing barriers, 

underlying the need to view technical change within a broad scientific, social and economic 

framework. 

The second issue is perhaps more complex. Finding substitutes is not always easy and may be 

cost ineffective26. While energy efficiency makes sense for all kinds of logical reasons there 

nevertheless remains a major long-term additional demand for new energy27. A strong absolute 

decoupling strategy requires focus on technological substitution and not just efficiency gains. 

Technological choice is clouded with pricing distortions. The nuclear energy industry continues to be 

subsidized to a large degree. Energy subsidies, largely in the fossil fuels domain, operate at around $ 

300 billion per annum. Feed-in tariff incentives for renewable energy are smaller although no less 

important and the lack of a meaningful widely applied carbon tax or carbon penalty distorts the 

ecological picture even further. Decoupling must also paint a picture of an even-handed platform: a 

level playing field for investment where all costs are laid out for assessment and the promotion of 

technological choice.  

Much the same could be said for water resources where pricing barriers make a mockery of 

long-term investment decision-making, and prices, in many instances, do not even cover 

maintenance costs. Is it any wonder that water management is in such dire straits? Ecological taxes 

                                                           
25

 Von Weizssäcker op cit 
26

 See GEA and IASA “Global Energy Assessment: Towards a Sustainable Future”. Cambridge University Press, 

2012. The assessment provides a comprehensive assessment of a wide range of current energy technologies. 
27

 Demand will be driven by low consumption in emerging economics and by demographic change over the 

next fifty years and capital requirements will be larger than demand as vintage plant is replaced and as 

decisions are taken to substitute GHG fueled and nuclear fueled power plants. 
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could easily dampen water demand, provide funds for technological substitution and make water the 

good it should be: a highly valued commodity whose price reflects that value. 

And the largest user (and abuser) of water is agriculture, itself in need of a major 

technological overhaul but where policy distortions at the global and national level must be sorted 

out as a matter of priority. Technological and policy change in the agricultural sector must also lie at 

the heart of a massive increase in efficiency (relative decoupling) especially with regard to water use. 

Finding adequate levels of risk capital and investment into new technologies is an issue that 

has been compounded by the global economic downturn. Finding ways to increase liquidity into new 

technological development that can displace or improve the efficiency of natural capital must be 

given a high priority. Public funding is likely to be required to bridge the so called “Valley of Death”, 

between technology developers and those capable of gaining market access and commercialization. 

Bio-engineering, bio-mimicry and other forms of utilizing natural capital in creative and non 

destructive ways must be encouraged within a broad and consistent policy framework.28 

Third, recognizing that the depletion of the stock of natural capital and the accumulated 

climate GHGs mean that attention will be needed to building resilience to the potential effects of 

ecological damage. Adaptation in agriculture and climate resilient crops; strengthened coastal zone 

management; water resource management under hydrological uncertainty along with many other 

measures will require attention. 

Values may matter to action on the ground 

Much of the debate on decoupling has centered on issues of technological change and 

supportive policy and economic frameworks. The Club of Rome has also made the case that it is 

important to also consider the issues of values and beliefs and that a normative debate on the future 

of our planet is as important as the discussions around economics and technology29. 

Decoupling is an instinctive and intuitive concept: as understandable as “Limits to Growth” 

forty plus years ago. We should never under-estimate that values that embed easily understandable 

concepts can provide traction to the public’s engagement in policy formulation and progressive 

actions on the ground. A question arises as to whether the decoupling project should also devote 

some energy and resources to understanding how values might promote action. 

Information, understandable and easily accessible by the general public, can help create the 

political will for action. For example, how many of us really understand what our food costs? 

Certainly we understand the direct financial cost at the counter but what about the hidden subsidies 

that amount to almost 400 billion per annum worldwide? And what if we added the real cost of the 

carbon and water footprint or a depletion allowance to take care of the quality of land depleted by 

excessive fertilizer and pesticide use: a high economic cost and an almost zero financial cost. If we 

could create real values indices that demonstrate the imputed cost of natural capital in the make-up 

                                                           
28

 See Guntar Pauli: “The Blue Economy: 10 years, 100 innovations, 100 million jobs”. Paradigm Publishers, April 

2010. Pauli optimistically estimates that on-the ground solutions involving bio-miicry and utilization of natural 

resources in new and creative means can be achieved in a financially viable manner and creat 100 million new 

jobs over a decade. 
29

 See Martin Palmer and Karl Wagner “Valuesquest: the search for values that will make a world of difference” 

Club of Rome Working Paper, 2013. And also Ariane Hentsch Cisneros and Shanta Premawardhana:“Sharing 

Values: A Hermeneutics for Global Ethics” Globethics.net. 
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of the most mundane things consumers purchase a new movement geared to waste reduction, 

improved efficiency and decoupling could emerge. The value of communicating truthful and 

validated information is a key issue for consumers.  

The Growth Debate is also important 

As has been noted, decoupling is a two sided problem. The problem outlined thus far has 

revolved around how to separate out natural resource consumption from economic growth and then 

set it on its own virtuous path: a path driven by massive efficiency gains; plausible substitutes; and, 

where needed, absolute protection or complete prohibition. Implicit in the concept of “decoupling” 

is a questioning of the validation of the growth model and the metrics by which we measure 

economic and social progress. Decoupling of natural resources from economic growth must also be 

seen in the larger framework of changing growth across a wide range of other parameters, most 

notably social and human capital formation  

This requires us to think more comprehensively about economic growth, its purpose, nature 

and intent. Ultimately the two must come together in a seamless manner. What kind of economy is 

desirable for the future remains to be spelled out. It is one that is likely to be bounded by a clear 

vision of natural resources and their role in sustaining life on earth, and one where efficient 

utilization is apparent but equally it is likely to want strong, stable and permanent social capital, 

happiness, jobs for all and a massive reduction in civil strife. The discourse on decoupling is one 

essential part of the overall debate on the new economy and the new society: a debate to be 

continued in the session on “What should a New Economy Look like”? 

Conclusion 

The Club of Rome intends to develop its ideas on decoupling into a major work program. The 

essential rationale is that, under any plausible assumptions about the limits we face, decoupling is 

required to move us towards a safer and sustainable world. There are cases where absolute 

decoupling will be required at a point in time: our move towards a no-carbon society at some point 

in the future is almost certain. However transitional pathways can be designed in which relative 

efficiency provides a long term stop-gap measure. Building research and development capacity to 

design robust alternative pathways will be essential as will safety nets to protect those whose 

incomes may be at peril during the transitional periods. A re-engineering of fiscal policies including 

taxes and subsidies will be a cornerstone of any pathway but this will almost certainly have to be 

accompanied by a strong institutional response to ensure that progressive and directive policies are 

introduced and sustained.  

Moving towards a decoupled economy as discussed in this note will not be easy. Entrenched 

interests will lobby against it; politicians will rarely wish to stay the course; safety nets will 

occasionally need mending; and investors may remain too focused on short run financials in lieu of 

long run financial sustainability. Pricing pathways will need careful management and fine-tuning. Yet, 

to remain on current pathways with natural resources consumed at projected rates calls into 

question our ability to sustain life on earth. The challenges of assembling palatable pathways that are 

not simply geared towards managing downside risks but maximizing long term opportunities provide 

a platform for a creative and long term work program for the Club. It is risky; it requires creative and 

connected thinking, within and with other dimensions of the economy; and it needs to align science, 
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technology, economics, institutional analysis, and political science into a coherent whole. It is exactly 

what the Club’s trademark is and should be. 

-------------------------------------- 

This note is intended to frame the discussion and debate on the decoupling proposal prepared by 

Ernst Ulrich von Weizsäcker. It should be read in conjunction with that paper. It neither covers all the 

issues and participants at the conference are encouraged to offer their views, opinions and 

suggestions for how a Club of Rome program on “Decoupling” could be developed. 

Ian Johnson 

Club of Rome, September 2013  

 

 

 

 

 

 


