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Learning Objectives

After this lecture students should be able to:

* Explain and distinguish business economics and behavioral economics

 Name and explain various sustainable economic models, including Economy for
the Common Good (ECG), Post-Growth Economy, A New Societal Contract, Green
Growth, Moral Economics (Moralékonomie) and Integrative Business Ethics
(Integrative Wirtschaftsethik)

* Explain the Growth Dilemma and its hierarchy

* Describe the basic assumptions of Rational Collective Economy, as well as
challenges this theory faces
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Content

1. Basic Knowledge

2. Sustainable Economic Models
3. Growth Dilemma

4. Rational Collective Economy
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- Chapter 1 can be skipped if the previous knowledge already exists or is acquired through other courses.

- If there is not enough time to work through the entire course material, Chapter 2 can be skipped.


Structure

The chapters are structured as follows:

1. Theoretical basics

2. Tasks for understanding & deepening the contents
3. Recap

4. References
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1. Basic Knowledge L,

1.1 Economics

1.1.1 Economics & Market Economy

1.1.2 Homo Economicus

1.2 Business Administration

1.2.1 Business administration based on economic theory
1.2.2 Business administration based on behavioral science
1.3 Sustainability

1.3.1 Brundtland Report

1.3.2 Triple Bottom Line

1.3.3 Human Ecology
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If necessary, Chapter 1 (or parts of it) may be skipped if prior knowledge already exists or if the content is covered in other courses.


1.1 Economics

* Founder of economic theory is Adam Smith with his work
"Wealth of Nations" (1776)

* Topics: Allocation, distribution and coordination of factors of
production and goods

* Factors of production: Labor, capital, land
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1.1.1 Economy & Market Economy

Economy:
* Oikonomia: oikos=house, nomos=law/norm

* Factors: people, business, home & agriculture

* Goal: Satisfying the needs of various actors with scarce
resources

* Principles: Rationality, optimization, efficiency
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1.1.1 Economy & Market Economy L.

Market economy:

* Contrasts with Planned Economy

* Free competition = competitive economy

* The production of goods is demand-driven
 Actors always strive for the greatest possible profit

* Freedom of contract, private property, free pricing & free
production quantities
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1.1.1 Economy & Market Economy L.

Market economy:

* Results from the sum of the decisions of individual actors

 Actors: Private households, companies, state & foreign
countries

* Open economies: Both import and export occur
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1.1.1 Economy & Market Economy L.

Criticism of the market economy:

* Asymmetry of market economy: usually only monetary
aspects are taken into account in market economy decisions

* Market failure: Non-paying people cannot be excluded from
the use of a good or could be excluded but are not (free-
riders)
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Asymmetry of the market economy:
Decisions that appear to be the most profitable are preferred
Non-market arguments against this decision are ignored
 Whole areas of impact of a decision, e.g. public welfare, fair distribution of goods or environmental protection are not taken into account

Market failure:
Non-paying people cannot be excluded from the use of a good (for example, from the light of a street lamp)
It doesn’t make sense for businesses to offer these goods on the market, since there is no benefit to them
Non-paying people could be excluded from the use of a good, but they are not: free-riders
- E. G. Checking all people in every public transport vehicle would be so costly that it would not be implemented


1.1.2 Homo Economicus

* Model for explaining human decisions in economic contexts

* Goal: Maximization of individual utility independent of the
utility of others

* Acts according to the economic principle: Achieving the
highest possible benefit while incurring the lowest possible
costs

* Evaluation of actions arises from his personal understanding
of costs and benefits
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1.1.2 Homo Economicus

 Acts rationally

 Acts according to the economic principle

* Has consistent preferences

* Responds to environmental constraints

* Is fully informed about all possible actions and their effects
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Acts rationally:
His utility is independent of his peers and every transaction is an exchange transaction from his perspective
He can assign a personal utility to each decision as well as the costs incurred
Thus, he can make every decision under the rational consideration of costs and benefits
Feels no compassion; he is neutral towards his fellow human beings
But as soon as he enters into an economic relationship with another person, his disinterest decreases 
The welfare of the other party influences his own utility and is thus of interest to him.

Consistent preferences:
His preferences are derived from his value system and don’t change

Responds to environmental constraints:
Behavior in comparable situations needs not always to be the same
His preferences are constant, but he must react to changes in his environmental conditions
The restrictions consist of various factors such as his disposable income, legal requirements as well as market conditions 

Complete information about possible courses of action:
He does not have to expend any information effort
He already has all the relevant information
This means that he does not incur any transaction or learning costs
Takes into account the possible consequences of his action in order to be able to make a rational decision


1.1.2 Homo Economicus o

Free-riders

* The actions of others have an impact on the Homo
Economicus

* For him it is logical to profit from the commitment of others

* Problem: "If many or all act rationally in this sense, i.e.
behave as free-riders, then the collective good is not or only
insufficiently provided" (Dehling & Schubert, 2011)
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Public goods:
1. Non-excludability
2. Non-rivalry
This means that nobody can be excluded from the benefit of the good and the benefit does not decrease with increasing number of beneficiaries; as for example with the light of a street lamp.
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1.1.2 Homo Economicus

Criticism of the Homo Economicus:
* Economic decisions are not always made rationally

* Disregards factors such as morals, habits & the social
environment

* Humans do not usually have all the information relevant to
decision making

* Human preferences do not remain stable, changes in values
can occur
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1.1.2 Homo Economicus

Extension 1: Kant's Categorical Imperative

* "Act only according to that maxim whereby you can at the
same time will that it should become an universal law"

(Immanuel Kant, 1791)

e Each individual should act as he or she wants the collective
to act

* Every individual decision is part of a collective result
* Parallel to methodological individualism
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1.1.2 Homo Economicus

Extension 2: Adam Smith’s Theory of Moral Sentiments
* Emotions are the most important human impetus

e Striving for wealth is a consequence of the social need for
prestige and attention

- Maximization of utility is subordinated to the social need
for attention

L Co-funded by

Fashion DIET 16 BN the European Union




——t

NChS
1.2 Business administration z),
* Management of businesses
* Examines entrepreneurial activity within a market economy
* Based on the economic principle
* Two major currents:
1. Business administration based on economic theory

2. Business administration based on behavioral science
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1.2.1 Business administration based on

economic theory

* Prevailing economic theory

* Image of man: individualism

* Goal: long-term profit maximization
* Action paradigm: rational

* Basic principle: economic principle
* Definition of wealth: monetary

Fashion DIET
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Individualism:
Methodological individualism (collective action results from the sum of individual decisions)
Justifies the consideration of the individual as a representative of a collective
Fable of the Bees by Bernard de Mandeville (1670-1733): Each individual bee acts for its own benefit out of selfish motives and contributes with these actions to the preservation of the entire colony

Utilitarianism: 
Actions leading to an increase in the common good is considered purposeful and meaningful
Each individual is concerned only with his*her own benefit
He*She unwittingly increases the benefit to a society
 An increase in the benefit of a society also leads to an improvement in the prosperity of the individual


s
1.2.1 Business administration based on 77

economic theory on
Benefit definition: rational benefit

* Results from the action by which a maximum of profit can be
achieved by a minimum of cost

 Result of a systematic decision between all available
alternatives for action

* Type of benefit results from the value system of the
individual

e Rational benefit = individual benefit
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1.2.1 Business administration based on 77

economic theory
Benefit definition: rational benefit

* Goal in business economics: long-term profit maximization

* benefit = profit

* Wealth = material resp. monetary

* greatest possible benefit is achieved through division of
labor

* Closely linked to methodological individualism
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Division of labor:
An activity can be learned and performed by one person with little effort
Rationally nonsensical to have it performed by another person who could achieve the same result only with a significantly higher effort

Methodological Individualism:
Each individual has an interest in the national economy increasing in value
The greater the yield of the national economy, the higher the profit of a company


s
1.2.1 Business administration based on 77

economic theory
* Problems in the pursuit of the individual benefit
* Individual benefit is maximized at the expense of all other
actors
- Destruction or exploitation of public goods
* Public goods have no assighed monetary value

- Investments in the preservation of these goods are
therefore irrational

— In such cases, the state intervenes in a regulatory
manner
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1.2.2 Business administration based on 77

behavioral science aron ot
 Subdiscipline of the social sciences

* Image of man: Collectivism

* Goal: Hedonistic goals

* Action paradimga: emotional

* Basic principle: group orientation
* Definition of wealth: emotional
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Collectivism:
Instead of the rationally acting Homo Economicus, the focus is on the emotionally acting person who acts morally
Not driven by self-interest but by the common good
Tries to achieve compromises between all stakeholders so that all parties are taken into account

Economic policy collectivism:
Well-known forms of economic political collectivism: socialism and communism
Economic models that are not compatible with the principle of a market economy


s
1.2.2 Business administration based on 77

behavioral science e
Benefit definition: emotional benefit

* Many different approaches and different behavioral science
theories

e Benefit = emotional
e Wealth = inner values

e Utility can be dependent on reactions & emotions of others
as well as one's own emotions

Co-funded by
LN the European Union

Fashion DIET 23


Presenter-Notizen
Präsentationsnotizen
A few different approaches:
Field theory: utility is exclusively dependent on other people
Political theory: People should act exclusively according to emotional motives
Business marketing: emotional benefit is composed of "pleasure - recognition - innovation" (Menthe & Sieg, 2013, p. 64)
Combination of the perception of other people and one's own emotions
Psychology: goals are divided into two categories: "Hedonistic goals" (Hamann et al., 2016, p. 56) and "profit-oriented goals" (Hamann et al., 2016, p. 56)



1.3 Sustainability L

* Necessary to prevent overshoot and collapse

* Can only be achieved if technology & social policy
fundamentally realign themselves

* Term originates from forestry

— Sustainability is the condition that must be met for an
ecosystem to persist over the long term

* Understanding of the term very diverse
— Brundtlandt Report, Triple Bottom Line, Human Ecology
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Realignment of Technology & Social Policy:
If human social behavior does not change significantly and technological progress does not occur before major environmental and resource problems, it is assumed that the economy and human population will still collapse in the 21st century. Sustainability can only be achieved if the "Stabilized World" scenario (Turner, 2012, p. 3) occurs.


s
1.3.1 Definition according to the Brundtlandt 7/’-’\/
Report

* Ensuring long-term ecological sustainability
* Satisfying basic human needs

* Promoting intragenerational equity

* Promoting intergenerational equity

"Development that meets the needs of the present without
compromising the ability of future generations to meet their
own needs." (Report of the World Commission on
Environment & Development, 1987)
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1.3.1 Definition according to the Brundtlandt 7/’-’\/
Report

* Economic growth as a mean of achieving sustainability goals

e Sustainability requires a shift in institutional arrangements’
goals

—> Every decision should be based on economic & ecological
factors

— Protection of the environment is our "obligation to other
living beings & future generations" (Report of the World
Commission on Environment & Development, 1987)
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1.3.2 Triple Bottom Line L

i
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e Balance of the economic, environmental and social factors
* Basis: social & environmental performance are measurable

 Factors can be compared

* Problem: measuring the social impact of a company is
virtually impossible

* Common good & happiness are strongly subjective and
difficult to measure

Co-funded by

Fashion DIET 27 Il the European Union




1.3.3 Sustainability in Human Ecology L

* "Modes of action & behavior [that] are not self-destructive
over a long period of time [...]" (Sieferle, 2004).

* Factors: culture, society, economy, ecology
* The areas must be considered hierarchically
— Ecology must be considered above all

"We can only arrive at true sustainability by recognizing a
primacy of ecology, for after all, it is ecology that guarantees
our livelihoods." (Steiner, 2003)
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Dualistic hierarchical system of two food chains
Spiritual food chain
Material food chains
In the spiritual food chain, the primacy of ecology manifests itself in the form of emotionally associated impressions of the senses, while in the material food chain it expresses itself via scientific and empirical findings. (Steiner, 2003)
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Tasks: Chapter 1 “Basics” s

i
\

1. Which other models could be used to counter the criticism of Homo
Economicus?

2. Discuss what rational utility could be if the value system of long-term profit
maximization is not taken as a basis.

3. Itis debatable whether behavioral science-based business management can
actually be associated with collectivism. Research arguments for and against
this linkage.

4. Discuss whether in our society emotional benefits are more dependent on
one's own emotions or the emotions of others and why this might be so.

5. Discuss the advantages and disadvantages of the different definitions of
sustainability.
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Recap: Chapter 1 “Basics”

Economics

Homo

Economicus

Immanuel Kant:

Categorical
Imperative
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Adam Smith:

Theory of Moral
Sentiments

LM Co-funded by

30 BRI the European Union




Recap: Chapter 1 “Basics”

Business
administration
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Based on economic theory

Based on behavioral

sciences

Individualism
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Recap: Chapter 1 “Basics”

Business administration based on economic theory

Basic principle

Individualism or

methodological individualism
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Motivation
Utilitarianism

(actions have a purpose)

Homo Economicus
(maximization of utility)

Actor

e —

Rational utility
(long-term profit maximization)
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Recap: Chapter 1 “Basics”

Business administration based on behavioral sciences

Ao

——t
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Basic principle Motivation
Collectivism Moral action
(group orientated values) (building a consensus)

Actor

Emotionally acting person
(maximizing the common

good)

i

Emotional benefit
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Recap: Chapter 1 “Basics”

Sustainability

Brundtlandt
Report

Triple Bottom Line
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Human Ecology
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Recap: Chapter 1 “Basics”

Sustainability
according to the
Brundtlandt Report

Long-term economic
sustainability

Satisfaction
of basic
uman needs

Inter-
generational
equity

Intragenerational justice
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Recap: Chapter 1 “Basics”

Sustainability
according to the
Triple Bottom Line

Environ-
mental

Fashion DIET
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Recap: Chapter 1 “Basics”

Spiritual food chain

Sustainability
according to the
theory of
Human Ecology

Culture

Society

Ecology

( )

Economy
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Material food chain

Ecology

r

N

Economy

Society

Culture
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2. Sustainable Economic Models 2

2.1 Economy for the Common Good (ECG)

2.2 Post-Growth Economy (Post-Wachstumsokonomie)

2.3 A New Societal Contract

2.4 Green Growth

2.5 Moral Economy (Moralokonomie)

2.6 Integrative Economic Ethics (Integrative Wirtschaftsethik)
2.7 Economic theoretical classification of the models

L Co-funded by

Fashion DIET 45 BRI the European Union




2. Sustainable Economic Models 2

Two approaches:
1. Appeal to morality
2. Technological solutions

- According to Turner (2012), technological solutions and
social policy must go hand in hand
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Appeal to morality:
Appeal to the morality of the actors to make sustainable economic decisions
also used in legislation: government guidelines concerning environmental sustainability, not laws

Technological solutions:
Swiss climate policy focuses on "instruments of innovation and technology promotion" (Federal Decree on Climate Policy, 2020, p. 1)
"limiting the risks and impacts of climate change [...] is technically possible [and] economically viable" (Federal Decree on Climate Policy, 2020, p. 1).


2. Sustainable Economic Models

Appeal to morality:

* Economy for the Common Good

e Post-Growth Economy (Post-Wachstumsdkonomie)
* New Societal Contract

Technological solutions:

* Green Growth

Other models:

* Moral economy (Moralokonomie)

* Integrative Business Ethics (Integrative Wirtschaftsethik)

Fashion DIET
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2.1 Economy for the Common Good (ECG) A

« "fully ethical market economy" (Leschke, 2015).

e Calls for an "ethical transformaition of the market economy" (Doéring,
2019)

* Pursues the interests of the community = Collectivism

* Assumes that individual profit maximization does not lead to an increase
in the common good

e Goal: increasing the common good instead of profit maximization

* Value change: common good orientation should be intrinsically
motivated
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Implementation of the change in values:
1. Appropriate economic incentives
2. New legal framework
3. Reform of the education system

Collectivism:
Economic activity should aim at maximizing the common good instead of individual profit maximization
Ethics overshadow the Economics in decisions, individuals tend to act in an emotional and collectively oriented manner
ECG is therefore based on an emotional view of human beings and can be classified under the theory of collectivism.


2.1 Economy for the Common Good (ECG) A

Criticism of the ECG:

* Preparation of the ECG balance sheet is very costly for
companies

* Restriction of profits for innovations leads to a decline in
innovation potential

* Assumes an emotional view of human beings
- Is hardly implemented in reality
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2.2 Post-Growth Economy (Post-
Wachstumsdkonomie)
* Growth is not compatible with environmental protection

* Paradigm of Growth will make sustainable development
impossible

e Reasons: Rebound effect, resource-intensive transformation
processes, innovations to "immunize immoderate lifestyles"
(Paech, 2013)

* Economic growth must be eliminated to ensure
environmental protection
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Rebound effect:
If resources and energy can be used more efficiently, the demand for them is also likely to increase, so that the savings are cancelled out (Döring, 2019; Paech, 2012)

Resource-intensive transformation processes:
old as well as new production processes will run in parallel during transformation processes
resulting in higher goods output and thus higher emissions (Paech, 2012)
 
Immunization of immoderate lifestyles:
Innovations ensure that the lifestyle of the consumer society does not change
only individual consumption acts cause lower CO2 emissions



2.2 Post-Growth Economy (Post-
Wachstumsdkonomie)
Implementation (Doéring, 2019):

Fashion DIET

 "decluttering and deceleration”

 "balanced ratio of self-supply and external supply"
* "regional economy"”

* Prolonging the use of goods

* Money and financial market reform

— Sufficiency (emotionally motivated)
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Sufficiency:
individual actors drive sustainable economic activity through their behavior or their renunciation
sufficiency calls for enjoying a few things intensively instead of surrounding oneself with so many things (Paech, 2013)
Consumers should orient themselves to the sufficiency principle
emotional motivational approach that is intended to be "meaningful" and "comforting" (Paech, 2013, p. 22), i.e. it fulfills hedonistic goals


2.2 Post-Growth Economy (Post-
Wachstumsdkonomie)
Critique:

* Behavior change through "subjective enlightenment &
individual insight" (D6ring, 2019).

* Attitude-Behavior Gap
* Politics must proactively create framework conditions

- In reality, only implemented in critical situations (energy
crisis in Germany 2022)
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Attitude-Behavior Gap:
Educational activities mainly reach people with a high level of education (Döring, 2019a)
But: These strata show significantly higher consumption levels than social strata with lower levels of education and income (Döring, 2019a)
This phenomenon is referred to as the "attitude-behavior gap" (Döring, 2019a, p. 22)
Disproves the sufficiency strategy of the post-growth economy, as behavioral routines override "existing environmental awareness" (Döring, 2019a, p. 23)

Real-world implementation:
Due to energy shortages, thoughts from post-growth economics are gaining popularity
For example, politicians calling for energy conservation (Tagesschau, 2022a)
At the same time, there is a focus on technology expansion, so the idea of Green Growth is still prevalent (Tagesschau, 2022a)
The sufficiency idea is a feasible one as soon as there is a broad social consensus about its necessity
Calls for sufficiency are only applicable as stop-gap measures.



2.3 New Societal Contract o

* Dennis Snower in 2019

* Behind every economic model is a social contract
* Market economies = materialistic social contract
e Materialistic: utility = profit

* Materialistic social contract fails: inequality becomes ever
greater

- Fundamental change through a New Societal Contract
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- Social contract:
Beliefs, norms, and values that govern people's economic behavior.


2.3 New Societal Contract

Characteristics of a New Societal Contract:

* Reassessment the importance of material well-being

* Reassessment of the importance of social solidarity

e Reassessment of the importance of self-determination
* Reassessment of the role of competition & cooperation
* Broader understanding of inequality

— Recoupling economic prosperity with social prosperity
through cooperation
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Cooperation:
Snower (2019b) describes that groups in which more people cooperate with each other have a competitive advantage
He compares groups to groups of cells that either cooperate with each other and form a functioning organism, or groups of cells that cannot
He calls for economic, social, and political organs to cooperate more with each other to meet the basic needs of people (Snower, 2019b)


2.3 New Societal Contract o

Critique:
Incoherent concept, because according to Snower:
* Cooperation is necessary to achieve goals

e Concept of goals is based on non-cooperation (man is selfish
and concerned with the disadvantage of others)

— Cooperation is impossible if an egoistic conception of man
is assumed
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Problems in implementation:
If individuals are selfish and intent on the disadvantage of others, it is impossible to bring about cooperation
If this were the case, every voter would always be careful not to vote for a political party that wants to prevent people from pursuing their selfish goals


2.4 Green Growth o

* Collection of many concepts and initiatives
* Economic growth has to be subordinated to sustainability
* Infinity of resources

* "Decoupling thesis" (Doring, 2019) made possible by
technological innovations

— Decline resource-intensive & emissions-generating
industries

—> Establish resource & environmentally friendly technologies
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Infinity of resources:
Basic assumption for Green Growth
Raw material supplies are not finite, but will continue to be usable through the discovery and use of "product and process innovations" (Döring, 2019a, p. 33)

Decoupling thesis:
Economic growth is not fundamentally excluded 
Growth is decoupled from resource consumption and environmental impacts (Döring, 2019a)
With the help of new technologies, economic growth can happen without additional resources and will not cause any additional emissions



——t

2.4 Green Growth o

Implementation:

i
\

* Political & economic framework to promote environmental
Innovation

* Higher taxation of environmentally harmful businesses

* Higher investments in research & innovations

* Introduction of "social-ecological minimum standards"
(Doring 2019).

- Market economy to promote conservation of
environmental goods & resources
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2.4 Green Growth o

Critique:
* Resources are finite
* Social aspects are not taken into account

* Rebound effect: higher efficiency does not necessarily mean
higher effectiveness

— Club of Rome (2012) refutes that Green Growth can enable
sustainable economic activity
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Resources are finite:
This assumption is refuted, for example, by modeling by the Club of Rome (Turner, 2012)
New technologies could increase per capita industrial output until around 2060 but food and non-renewable resources would decline steadily
Accordingly, contrary to the Green Growth assumption, some resources are finite (Bak, 2014)

Digression into mathematics (for further explanation of the concept of infinity): 
Theoretically, it is possible that resources are infinite
Especially in the application field of fractal mathematics this topic would be described
The Cantor set helps to illustrate this: No matter how often the division and extraction process is iterated, there is always something left over
Practically, it is very likely that after a certain number of withdrawals the amount of resources is so small that it is no longer sufficient


17
2.5 Moral Economy (Moralékonomie) o,

* Ethics at the center
* Ethics = "doctrine of morally right action" (Homann, 1997)

* No contradiction between ethics and economic activity
(utilitarian ethics)

* Appeal to the Categorical Imperative (Kant)

e Extension to include "calculation of
advantage/disadvantage" (Homann, 1997)
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Utilitarian ethics:
Actions aiming at the greatest possible benefit can be classified as morally good (Homann & Lütge, 2013)
Moral economy is structured according to the economic principle

Advantage/disadvantage calculation:
Moral action should be worthwhile for individuals, i.e., maximize their personal benefit
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2.5 Moral Economy (Moralékonomie) o,

Implementation:

* Political Framework: Desired moral behavior should be
rewarded, undesired behavior should be sanctioned

—> Utilitarian individuals (according to the economic principle)
act morally because it is worthwhile to do so

— Moral action is made rationally desirable by rules (Homo
Economicus as central model)
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Moral action is made rationally desirable by rules:
Here, economic thought refers to the rules surrounding actions (Homann, 1997)
For example: It may make economic sense for a person who is pressed for time to run a red light. However, due to the sanctions that this person experiences as a result of their action, the cost/benefit calculation changes and the action is no longer worthwhile.
Thanks to rules, actors always have a reliable expectation of effect (Homann, 1997)
Frameworks action help to make moral action competitively neutral or non-exploitable: If the person running a red light were not sanctioned, they would gain no advantage from stopping at the light (Homann & Lütge, 2013). Even more: They would even suffer a disadvantage, since all other drivers would simply drive on and thus need less time while they (morally correct) wait for the traffic light to turn green
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2.5 Moral Economy (Moralékonomie) o,

Critique:
* Moral action is regulated by frameworks
- Unclear, according to which principles the framework

should be set (framework-creating authority has no utilitarian
benefit from its action)

— Unrealistic in a democracy: according to the economic
principle, it is not desirable for the population to create rules
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Principles for the framework:
According to which moral standards should the state set the framework?
For it, no rule-utilitarian benefit arises from the creation of the framework (unless it is subject to rules by an authority delegated to it, for example a community of states itself, in which case the question is directed to the higher authority)? 
What should decision-makers of a state be guided by? 

Dilemma of democracy:
If a state wants to create such framework conditions, it will be hindered by all those who profit from immoral action, however this is defined
They have no interest in having framework conditions established that force them to change their ways of acting
In a democratic state actors have to justify their decision to the voting population the population would probably mainly see what change and thus what effort the change would mean for them
Thus, according to the economic principle, it is not desirable for the population to support a government that wants to create such conditions




2.6 Integrative Business Ethics
(Integrative Wirtschaftsethik)

* Goal of economic activity: Increasing the quality of life &
enabling a good life

Fashion DIET

* Economic action must be embedded in ethical action
- "Primacy of ethics" (Bak, 2014)

- Enabled by legitimacy

— Rationality of Homo Economicus is ethical
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Primacy of ethics: 
Ethics are understood as a as a basic prerequisite for every rational decision
The individual actors must not strive for the greatest material gain, but always take into account what is "socially responsible from a social and ecological perspective" (Ulrich in: Bak, 2014, p. 38)
Integrative Business Ethics do not focus on monetary wealth, but on ethical action

Legitimacy: 
Economic activity creates value for those who make economic decisions
The profiteers must find a consensus that is fair for all involved (Bak, 2014; Ulrich, 2016)
For example: sustainability: according to Ulrich (in: Bak, 2014), it provides the framework for a "truly efficient [...] or life-practically reasonable [...] economic development" (Bak, 2014, p. 38).



2.6 Integrative Business Ethics
(Integrative Wirtschaftsethik)

Implementation:
* Ethically sound management (Ulrich, 2016)

* Legitimizing one's goals: Consideration of the moral rights of
each person involved

* Efficient use of scarce resources & consensus building.

— Socio-economic rationality is not a decision criterion, but a
business ethical orientation
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2.6 Integrative Business Ethics
(Integrative Wirtschaftsethik)

Critique:

* Economic actors are subject to the "profit principle" (Ulrich
2016)

* The profit principle can only be followed to a limited extent
in integrative business ethics

- How can the moral aspect be integrated into rational
action if rational action cannot be fully lived out?
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Limited pursuit of the profit principle: 
Ulrich describes that the profit principle cannot be fully pursued if everything must be subject to an ethically legitimized goal (Ulrich, 2016, p. 450)
Accordingly, in socioeconomic rationality, he excludes strict profit-seeking


2.7 Classification in economic theory L

* Differentiation of economic models according to their
conception of man: Emotional or Rational

* Majority of sustainable economic models are based on an
emotional view of human beings

- "Environmental consumerism" is associated with
collectivism or an emotional image of man (Schmitt &
Bamberg, 2018)

- Emotional image of man hardly relevant in western market
economies
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Environmental consumer behavior and emotional view of humanity:
"Sustainable consumption behavior is thus also determined to a certain extent by social values and norms and is often conceptualized as a form of prosocial behavior" (Schmitt & Bamberg, 2018, p. 139).



2.7 Economic theoretical classification

Rational view of man

Emotional view of man

Green Growth

Economy of the Common Good

Post-Growth Economy

New Societal Contract

Moral Economy

Integrative Economic Ethics
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2.7 Economic theoretical classification o,
Presence of economic models in public discourse

* Green Growth is currently the most relevant sustainable economic
model

* Moral economy is also a recurring topic of discussion

* Energy scarcity means that ideas from post-growth economics are
becoming more popular

— Theories with a rational view of man (Green Growth) prevail

- Green Growth is not suitable to cope with sustainability challenges and
the climate crisis
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Green Growth:
The main sustainable economic method used
New technologies are always sought to make individual industrial sectors more sustainable
Examples: "E-fuels" (tagesschau24, 2022b), "electric cars" (tagesschau24, 2022a), "climate-friendly heat pumps" (Inforadio, 2022), the "expansion of green electricity" (Tagesschau, 2022b) are the order of the day in political discussions and are advocated and subsidized
Companies themselves also rely on this economic model: for example, waste recyclers and manufacturers of electric cars benefit from an increasing demand for more sustainable products (Frankfurter Allgemeine Zeitung, 2022; tagesschau24, 2022a)
Strongly criticized: WWF proclaims in the report of 2022 that the expansion of renewable energy technologies is insufficient to achieve climate protection goals (Kartschall, 2022)
This criticism is also found in the 2012 report by Graham M. Turner (2012), which shows that preventing societal collapse purely through technological progress will not be possible
This year's IPCC report also shows that purely technology-driven change is not sufficient, but that system change must take place (Pörtner et al., 2022, p. 35)

Moral economy:
Approaches of moral economy can be found in the current discourse
Framework conditions are created that subsidize sustainable action
State Secretary Branter announced, for example, in 2022 (in: Vieweger, 2022): "If countries do not participate in climate protection, tariff concessions could also be eliminated." 
The problem of moral economy becomes apparent: According to which moral standards does the entity that creates the framework for moral action act? 
The implementation of moral economy is extremely difficult


Post-growth economy:
Due to the threat of energy shortages, thoughts from the post-growth economy are gaining popularity
For example: Just a few months ago it would have been unthinkable for a politician to call for energy conservation (Tagesschau, 2022a)
The fact that a call for "energy saving" (ZEIT ONLINE, 2022b) and the admission of high energy prices by rejecting a so-called "gas price cap" (MDR aktuell, 2022) are enforceable at all is made possible on the one hand by the emotional factor of fear as well as rational considerations, according to which economic losses due to energy shortages could be expected
The sufficiency idea is feasible as soon as there is a broad social consensus about its necessity



Tasks: Chapter 2 Nt

“Sustainable Economic Models”
1.

J
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Which of the sustainable economic models is realistically
implementable in your opinion?

Where do you see further challenges in the implementation of
sustainable economic models?

Discuss what a sustainable economic model would have to look like to
meet sustainability challenges and is implementable.

Collect the results of Task 3 within your class.

Evaluate the results of the collection from task 4.
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Recap: Chapter 2

“Sustainable Economic Models”

Rational view of man

Emotional view of man

Green Growth

Economy of the Common Good

Post-Growth Economy

New Societal Contract

Moral Economy

Integrative Economic Ethics

Fashion DIET 69
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Economy of the Common Good:
A change in values must take place in order to achieve sustainability
People should act sustainably out of an intrinsic motivation and orientation toward the common good
Economic activity should aim at maximizing the common good
Individuals tend to act in an emotional and collectively oriented rather than rationally driven manner
The ECG is therefore based on an emotional view of human beings and can be classified as part of the theory of collectivism

Post-growth economy:
Individual actors enhance sustainable economic activity through their behavior or their renunciation
Concept of sufficiency: Enjoying a few things intensively instead of surrounding oneself with so many things "that enjoyment is no longer possible" (Paech, 2013, p. 21)
Emotional approach that fulfilling hedonistic goals

A New Societal Contract:
The economic principle rationally oriented toward profit maximization is no longer functional
Basic principles of goal-oriented economic activity are cooperation and solidarity (Snower, 2019b)
Based on behavioral science-based business administration

Green Growth:
Maximizing monetary profits by applying the economic principle
Through technologization, economic activity is to become increasingly efficient and sustainable
A common good orientation is mainly recognizable in the sense of methodological individualism
This theory can clearly be assigned to the economic theory-based business administration

Moral economy:
Rule-utilitarian actors and the actors who set and enforce the rules
Rule-utilitarian acting persons act purpose-rationally according to their own advantage
They act according to the economic principle
This part of moral economics is to be classified in the economic theory-based business administration
Framework creating actors act according to moral principles and norms
Strongly socially and emotionally influenced
They do not act according to the economic principle
This part of the model is to be classified in the behavioral science-based business administration

Integrative Economic Ethics:
Combination of economic and behavioral science-based business studies
Actors always act rationally according to the economic principle in order to maximize their own profit
Actors should always legitimize their own goals in a group-oriented way
Legitimation requires an emotional evaluation
Actors always act rationally and emotionally at the same time


Recap: Chapter 2
“Sustainable Economic Models”

* Theories with a rational view of man (Green Growth) prevail

* Green Growth is not suitable to cope with sustainability
challenges and the climate crisis

— We need a new sustainable economic model on the basis
of a rational view of man

- We have to change our perspective towards sustainability
not as an emotional goal but a rational necessity
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3. Growth Dilemma o

"On the one hand we want to continue to grow economically
as before, on the other hand we do not want to consume
resources as before, poison the environment [...] and thus
make the earth successively uninhabitable" (Pietsch, 2021)

* Profit maximization is more important than emotional
arguments

* Fundamental change requires an economic model based on
a rational view of human beings

- Fundamental change of perspective of economic actors
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Emotional arguments:
As shown in the chapter before, sustainable actions are normally connected with an emotional view of man. Therefore, sustainability is often enhanced using emotional arguments.


3.1 Definition of the Growth Dilemma L

Problems:

e Growth is inherent in the economic system system

* Production of goods depends on available resources
* Economic Growth exploits resources

- Economic Growth causes further limitation of resources
and therefore restricts and damages itself (Pietsch, 2021)
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3.1 Definition of the Growth Dilemma L

Four dimensions:
* Resource constraints make growth inevitably impossible

* Growth does not necessarily help with equitable distribution
of goods

* Growth does not help increase satisfaction above a certain
level of prosperity

* Growth causes ecological damage
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3.1 Definition of the Growth Dilemma L

Economic growth causes environmental damage & social
inequality

* "The generation of material growth almost inevitably causes
an intensification and aggravation of ecological crises”
(Dorre, 2013)

* Economic growth is often achieved through an "expansion of
insecure employment" (Dorre, 2013)
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Aggravation of ecological crises:
Adam Smith assumed that individuals always have a surplus of resources enabling them to buy their "remaining wants" (Smith, 2018, p. 300)
Every enterprise requires a profit
Pursuit of profit is a basic prerequisite for capitalist activity and economic growth (Dörre, 2013)
Growth is intrinsic to capitalist economic activity, but "almost inevitably causes ecological crises to intensify and worsen" (Dörre, 2013, p. 150)

Social inequality:
While economic growth contributes to higher profits within economies, it is often achieved through an "expansion of insecure employment" (Dörre, 2013, p. 150)
Economic growth thus does not necessarily lead to "social welfare" (Dörre, 2013, p. 149), but rather to a polarization in the distribution of wealth and prosperity


3.2 Hierarchical Structure in the
Growth Dilemma

Environmental damage & social challenges affect economic growth
Direct effects of environmental damage:

* High emissions & resource scarcity

* Environmental disasters & resulting costs

* Indirect impacts of environmental damage:

* Economies of the Global South are more exposed to environmental
damage

» Supply shortages, inability to meet basic needs

- Negative impacts on the global economy
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Problem with the paradigm of growth: For fulfilling it, resources are needed
Dilemma: Economic growth itself is the cause of resource scarcity and environmental damage, which in turn is harmful for growth
"short-term weather shocks" (Waldinger & Wintersteller, 2022, p. 43) and "long-term temperature changes" (Waldinger & Wintersteller, 2022, p. 43) have economic consequences
According to Buchholz and Heindl (2015), the costs caused by climate damage will continue to increase as climate change progresses
Environmental damages directly affect economic growth
Indirect impairments: Especially economies of the Global South are exposed to the problems caused by environmental damage (Waldinger & Wintersteller, 2022)
Environmental damage and climate risks, especially in countries of the Global South, can have negative impacts on the global economy (Scheffran, 2018)
Social problems become challenges for a globalized market economy
Many social problems are caused by environmental damage
A sustainable economic theory must start with the avoidance, prevention and compensation of environmental damage


3.2 Hierarchical Structure in the

Growth Dilemma

4 N
Economic Growth
\_ J
harms
Causes
Causes
)
( Environmental
Damage C [ )
auses .
L ) Social
Inequality
\_ J
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Tasks: Chapter 3 “Growth dilemma“ L

Find a current example illustrating the growth dilemma.

2. Find examples of (a) environmental damage that harms economic
growth, (b) social problems that harm economic growth, and (c) social
problems that cause environmental damage that in turn harms
economic growth.

3. Discuss the hierarchical structure in the growth dilemma. Find
arguments for and against such a hierarchy.
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Recap: Chapter 3 “Growth Dilemma“ Lo
1. Economic growth causes environmental damage and
social inequality
2. Environmental damage and social inequality harm
economic growth
3. Environmental damage has a direct negative impact on
economic growth
4. Environmental damage causes social problems and thus

has an indirect negative impact on economic growth
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Recap: Chapter 3 “Growth Dilemma“

harms

4 N
Economic Growth
\_ J
Causes
Causes
)
( Environmental
Damage C :
auses .
L ) Social
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4.2 Basic assumptions

4.3 Challenges
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4.1 Derivation - Change of perspective L

1. Environmental protection as a basic prerequisite for
economic decisions

- Hierarchy in the growth dilemma

2. Individual profit maximization

- Homo Economicus as a decision model

3. Congruence of individual and collective interests

- Individualistic-rational goals correspond to collective goals
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4.1.1 Environmental protection as N At
prerequisite for economic decisions

e Growth dilemma shows: From the perspective of economic
growth, sustainability is impossible

* Fundamental change is not possible as long as economic
growth is the main goal of a society

* Economic growth must be subordinated to sustainability

e Sustainability = environmental protection as a basic
prerequisite for social and economic sustainability
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Growth dilemma shows incompatibility of economic growth and sustainability
Sustainability is therefore not possible from the perspective of economic growth
Positive economic development is necessary to maintain social sustainability (Bak, 2014). However, it should be kept in mind that economic growth usually leads to a worse environmental balance. This also endangers the ecological livelihood of many people and thus social peace
Change of perspective: Environmental protection must become the most important goal of our society in order to ensure social and economic sustainability


4.1.1 Environmental protection as N At
prerequisite for economic decisions

"In the future, economy and ecology must always form a
unity" (Pietsch, 2021)

* Basis of many sustainable economic models
* However, they are based on moral guidelines for action

* Primacy of ecology can also be derived from the rational
principle of the Homo Economicus

* Egoistic (rational) action can only contribute to the common
good if the basis of life is secured (Fable of the Bees)
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Fable of the Bees:
"Selfishness as the central driving force of the individual [also] benefits the common good" (Fischer et al., 2019, p. 23)
The selfish actions of each individual bee in a colony contribute to the maintenance of the community
However, if the selfish actions result in a scarce resource, such as food, being unequally distributed, individual bees will starve and the colony will decimate
As a result of the decimation, the maximization of the common good declines, since the productivity of the remaining bees would have to increase significantly with each dying bee
Accordingly, this fable is missing a fundamental premise: selfish action can only contribute to the common good if the livelihood of all actors is secured. Therefore, egoistic action, if it is to contribute to the preservation of the system, must always take into account the welfare of others.



4.1.2 Individual profit maximization s

* Assumption: Every human being acts rationally for his or her
own benefit (individual profit maximization)

* Long-term growth/profit maximization is only possible under
the condition of environmental protection

Explanation for growing environmental awareness:
* Change of action restrictions

* Target realigns itself

—> Sustainability as the basic principle of action
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Long-term vs. short-term growth:
Short-term profit maximization may be possible even if environmental protection is not taken into account, but long-term growth is not
A consideration of economic theory-based business administration reveals that the Homo Economicus pursues "long-term profit maximization" (Wöhe et al., 2020, p. 4)
The consideration of log-term effects of his actions is inherent in the system
Homo Economicus cannot ignore long-term effects on his individual utility and must increasingly focus his attention on the environment

Change in action constraints:
"Increasing pollution of natural resources has increased the scarcity of environmental goods (clean air, clean water, peace and quiet). These scarcities have led to changes in prices, thus making it "imperative" for many economic agents to rationally manage these environmental goods. This increased environmental awareness via higher prices [...] has subsequently been reflected in the political process as well" (Franz, 2004, p. 8)


4.1.2 Individual profit maximization s

New Goal: Sustainability as the basic principle of action
* This can and must give rise to a new value system

* Value system of Homo Economicus: environmental
protection as the highest good

* He can only rationally maximize his own benefit by taking
the environment into account

- Environmental protection is a rational goal
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Environmental protection is a rational goal from the point of view of the economic principle. Since environmental protection, as already explained, is also the necessary condition for social sustainability as well as the guarantee of economic growth, it must come before all other goals of economic action as a target. Economic decisions must therefore be embedded in this premise if actors are to decide rationally in favor of long-term economic growth. 



4.1.3 Congruence of individual and collective \
interests

* Environment = public or quasi-public good, also called
collective good

* Collective goods: of interest to the collective of mankind
* Environmental protection = collective interest

- Environmental protection is both a rational goal of the
individual and a collective interest
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Environment as a public good:
Public or quasi-public good
Example of air: People generally cannot be excluded from the influence of climate or sunshine (Hasenöhrl, 2005)
Non-excludability (Wildmann, 2014)
Influence of climate and sunshine is not reduced by an increasing number of users, so there is no rivalry (Hasenöhrl, 2005)



4.1.3 Congruence of individual and collective \
interests

Individuals, in pursuit of their own benefit, do not
consciously promote the common good. However, since they
are compelled by external circumstances to pursue
environmental protection, they promote the common good
in this sense. They contribute to increasing the common
good in the pursuit of their own interests.
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Individual actors pursue the collective interest of environmental protection if they want to rationally maximize their utility. But not only that: They can only maximize their own benefit if they pursue the collective interest of environmental protection. If they do not do so, their own utility is at risk and cannot be maximized in the long run. The collective interest of environmental protection thus becomes an individual interest under current circumstances.



4.2 Basic assumptions s

1. Integration of sustainability into the market economy
— Rational Collective Economy

2. The new concept of sustainability

- Synthesis of existing definitions

3. Adaptation of Homo Economicus

- Extension by the Categorical Imperative and the Theory of
Moral Sentiments
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4.2.1 Integration of sustainability into the }\—”\7
market economy

The greatest possible individual benefit can only be achieved
through the pursuit of collective interests

* Contrary to classical economic theory

 Synthesis of basic assumptions of business administration
based on behavioral science (collective utility) & economic
theory (individual utility)

- “Rational Collective Economy”: Individual benefit can only
be achieved by taking into account the effects on the
collective
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4.2.1 Integration of sustainability into the 7%
market economy

Most important collective benefit: Environmental protection

- Without environmental sustainability, it is impossible to
maintain or maximize long-term individual benefits
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4.2.2 The new concept of sustainability L

Sustainability concepts do not match the importance of the
factors

- New concept of sustainability from the three definitions
mentioned above
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4.2.2 The new concept of sustainability L

Modification Triple Bottom Line
* Mapping of a hierarchical structure

* Factors “social” & “economic” are embedded in the concept
of “ecology”

Environmental

Social &

Environ- .
Economic

mental
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4.2.2 The new concept of sustainability L

Integration Definition according to the Brundtlandt Report
* Securing long-term economic sustainability = Economy
e Satisfaction of basic human needs = Social

* Intragenerational and intergenerational justice can only be
achieved if environmental, economic and social aspects are
ensured
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Intragenerational & Intergenerational Equity:
Intragenerational equity refers to the equitable distribution of resources within society
Several facets: Ecology, as resources can only be distributed equitably if they are also available in sufficient quantities. Economics is relevant because resources must be affordable for all actors. The social aspect because securing the basic needs of all people is a necessity to sustain the economic system
For Intergenerational justice resources must be available in sufficient quantities so that subsequent generations have the possibility to produce and distribute goods at all. Resources have to be accessible and affordable for all actors in the future, and the need for the basic needs of future generations must be ensured. 



4.2.2 The new concept of sustainability L

Integration Definition in human ecology
* Ecology is superior to the other topics
* Culture + Society = Social

* Social & economic are interchangeable within the hierarchy
— same hierarchy level
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4.2.2 The new concept of sustainability L

* The various sustainability factors are embedded in the
framework of ecology

* Social and economic factors are on the same hierarchical
level

* Intragenerative and intergenerational justice are at the
center of the concept of sustainability and can only be
achieved if all other factors are ensured
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4.2.2 The new concept of sustainability

Environmental

Social &
Economic

Intragenerative &
intergenerational
justice
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4.2.3 Adaptation of Homo Economicus L

* People do not always act rationally in their decisions

* An extension of Homo Economicus with emotional
components is needed

* Adapted Homo Economicus:

Classical Homo Economicus + Categorical Imperative +
Theory of Moral Sentiments
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4.2.3 Adaptation of Homo Economicus L

Classical Theory

Theory of Moral
Sentiments

Categorical
Imperative
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Classical Theory: 
Rational
Economic Principle
Consistent preferences
Responds to environmental constraints
Is fully informed

Categorical Imperative (Immanuel Kant):
Individual decision is part of a collective outcome
Theory of Moral Sentiments (Adam Smith):
Utility maximization is subordinate to the need for recognition


4.3 Challenges

1. Free riders
2. Dilemma of democracy
3. Attitude-behavior gap
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4.3.1 Free riders o

Why should a rational person make an additional effort if
others can also make the effort? They could also be a
beneficiary without any effort

1. The greatest possible benefit is only attainable if as many
people as possible work towards it

2. As many people as possible = all people

3. Each person, who does not contribute to the general
benefit, diminishes it (and thus also the own benefit)

- It is not rationally worthwhile to be a free rider
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If man starts from the greatest possible benefit, this argumentation no longer works, because the greatest possible benefit can only be achieved if as many people as possible work towards it. As many people as possible always corresponds to all existing people capable of making decisions. Each person who does not act under the condition of sustainability thus reduces the overall benefit. 

This can be illustrated as follows: If all inhabitants of a house at a lake, from which the drinking water for the house inhabitants is obtained, do not dispose of their waste in the lake, the lake water is clean and suitable for drinking. However, if there is one person who avoids the effort of disposal and continues to dispose of their waste in the lake, the lake water is not as polluted as it would be if all the inhabitants of the house disposed of their waste there, but it is still not as clean as it would be if no one disposed of waste there. Thus, it is not safe to drink anymore and the person diminished their own benefit.



4.3.1 Free riders o

* Nevertheless, there will be isolated free riders

* A legal framework must support the implementation and
realization of a Rational Collective Economy

* Laws must be based on rational standards

- In the Rational Collective Economy, decisions, especially
those of leaders, result from rational considerations of long-
term profit and profit maximization
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4.3.2 Dilemma of democracy L
Problems:
1. Political debate is seldom about the common good, but

about asserting one's own interests (of a political
player/party)

Sustainability = long-term, but political debate is usually
oriented to the duration of an election period

Electorate is susceptible to populism

State is inhibited to intervene in economy because it
depends on tax money

Fashion DIET 114 Bl Co-funded by

LN the European Union




4.3.2 Dilemma of democracy L

1. The political debate is rarely about the common good, but
about asserting one's own interests

e Sustainability and especially environmental protection is of
interest to all actors

* Opinions and approaches differ widely, but all act according
to the same objectives
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4.3.2 Dilemma of democracy L

2. Sustainability = long-term, but the political debate is usually
oriented to the duration of an election period

* Due to the sharp increase in environmental disasters, the
time horizon in which action must be taken is becoming
shorter

* Countries in both the Global North and the Global South are
now directly affected by environmental disasters

-2 All of them feel the pressure of suffering caused by
environmental disasters
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4.3.2 Dilemma of democracy L

3. Voters are vulnerable to populism

* Individuals worldwide are also affected by environmental
disasters (e.g., flood in the Ahr Valley in 2021)

* The pressure of suffering makes the need for possibly
politically unpopular decisions apparent

- The greater the pressure of suffering, the greater the
support of the population for environmental protection
measures
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4.3.2 Dilemma of democracy L

4. State is inhibited to intervene in economy because it
depends on tax money

 Environmental disasters cause both direct and indirect
economic losses (e.g. flood in the Ahr valley)

- Not taking any measures harms the economy more than it
helps it
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4.3.3 Attitude-Behavior Gap L

How can sustainable management work if actors do not act
sustainably against better knowing?

* Individuals react to environmental restrictions
e Scarcity of environmental goods increases, prices rise

- Environmental awareness grows through higher prices
(Franz, 2004)

- It becomes more and more inconvenient to act
unsustainably, so that actors gradually adapt their behavior
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4.4 Experimental verification: Game Theory oy
Goal: In strategic decision-making situations, individuals make

the same decision to act within an agreement-oriented and
success-oriented framework

* Proof of congruence of individual and collective utility

* Modeling success-oriented (strategic) action: Non-
cooperative game theory

* Modeling understanding-oriented (communicative) action:
Cooperative game theory
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Presenter-Notizen
Präsentationsnotizen
Strategic action:
Success-oriented and purpose-rational

Communicative action: 
Consensus building is more important than one's own success goals

Noncooperative game theory:
Goal: Representing and analyzing "strategic decision-making situations" (Holler & Illing, 1990, p. 1)
Based on four basic assumptions: The outcome of one person's decision is dependent on the decision of the other person, the two persons know about this dependence and also know that the other person is informed about it and take this dependence into account in their decisions (Holler & Illing, 1990)
Referred to as "non-cooperative game theory" (Wiese, 2015, p. 9)

Cooperative game theory:
Goal: Determining the overall gain for all participants in a game
Decisions of the players are not only about their own benefit or profit, but about an overall outcome
Not strategy-oriented, but payoff-oriented (Wiese, 2015)


T

N
4.4 Experimental verification: Game Theory o3

Two by Two Prisoner's Dilemma: Payoff Matrix

Person 2: Person 2:

Cooperating |Not Cooperating

Person 1: Cooperating 1/1 5/0

Person 1: Not Cooperating |0/5 4/4
Payoff matrix in the two-by-two prisoner's dilemma (Wiese, 2015, p. 401)
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Präsentationsnotizen
Two actors (prisoners), having two options: Cooperation or non-cooperation with the prosecution
They cannot collude, but there is utility interdependence
The payoff is highest when they themselves cooperate and the other person does not cooperate (5)
It is lowest when one does not cooperate and the other cooperates (0)
If they both cooperate, they each receive a payoff worth 1, and if they both do not cooperate, they receive a payoff worth 4
If they each do not cooperate with the prosecution, they are behaving loyally toward the other person, so this is the "cooperative strategy" (Wiese, 2015, p. 401)
If they cooperate with the prosecution, they are disloyal to their counterpart, so this is an "uncooperative strategy" (Wiese, 2015, p. 401)
It can be seen that the overall payoff is highest for the cooperative strategy
It is important to focus on the overall payoff in addition to the payoff for the individual actors



——t

N
4.4 Experimental verification: Game Theory o3

Complex Prisoner's Dilemma: No Payoff Matrix

1. The maximum amount that can be paid out is the amount

that can be earned by all participants in the game (Wiese,
2015).

2. All participants in the game must agree to the distribution
of the payout (Wiese, 2015).

3. The distribution of the payout must be "both individually
and collectively rational" (Wiese, 2015)
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Präsentationsnotizen
Actors have many decision options with different payoff functions
They can only achieve cooperation that is optimal for them if they communicate with their counterparts
Communication has two tasks: First, to help the actors to overview the situation and their own decision options and second, to agree on a solution with the other party
It is recommended to play this game with two people in a complex decision-making situation. (Keck, 1995)

For a fundamental test of the thesis put forward in this paper, both dilemmas have to be played out in different decision-making situations. The decision-makers must be informed that they can only increase their own utility (in the long run) by maximizing the collective utility. There may be short-term losses of benefit for the individuals, but these are compensated for by the long-term benefit. The goal is to find out whether the subjects are able to rationally decide in favor of their greatest benefit in the given situation, even if the collective benefit has to be increased for this purpose. 


e
Tasks: Chapter 4 Al

“Rational Collective Economy”
1.

How can a Rational Collective Economy be implemented in
practice?

What are other challenges to a Rational Collective
Economy?

How might these challenges be addressed?
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Recap: Chapter 4 “Rational Collective s

Fashion DIET

Economy Classic Rational Collective

Economic Theory Economy

{ Individual action } { Individual action }

{ Individual Benefit } [ Collective Benefit }

{ Collective Benefit } [ Individual Benefit }
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Recap: Chapter 4 “Rational Collective
Economy”

Environmental

Social &
Economic

Intragenerative &
intergenerational
justice
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Recap: Chapter 4 “Rational Collective
Economy”

Classical theory

Theory of Moral
Sentiments

Categorical
Imperative
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Recap: Chapter 4 “Rational Collective
Economy”

1. Free riders
In a Rational Collective Economy it is not worthwhile to be a free rider
2. Limitation of the democratic state

The pressure of suffering of the population and the state enables the
implementation of measures

3. Attitude-behavior gap

It becomes more and more inconvenient (expensive) not to act
sustainably, so that actors adapt their behavior
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