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Windmills being installed in the North Sea by a specialized boat-crane. 

 

How to Afford to Invest in a Green Shift 
An urgent question raised in many quarters after the serious economic dislocation caused by 
the Covid-19 crisis is: is the recovery going to be green and socially just, or a return to the 
same old dysfunctional normal? 

People concerned about the climate want a green recovery that also attacks and mends many 
of the social inequities that the crisis has laid bare, including that many with precarious jobs in 
the rising ‘gig’ economy not only lost their jobs but also—due to the nature of this new 
economic segment—had no social security safety net under them and therefore were left with 
only uncertain programs of government crisis support. 

On the other side we find the neoliberal establishment, including Canadian conservatives. Here 
the howl is that now, due to the cost of the Covid-19 crisis, we can absolutely not afford a 
Green Shift. 

But is this really true? To answer this question, one has to dig into how the current political 
economic system works, and in particular, how its financial and monetary components interact. 
In this regard, an interesting fact is that in the midst of the corona crisis—when all governments 
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supposedly were severely cash-strapped—two governments in April announced large 
expansions of offshore wind power.1 

 

Wind Power Competitive 
A reason for this surprising development is that generating electricity from offshore wind 
power has become competitive with fossil fuel-based electricity generation. This implies that 
incomes from selling electricity over the assumed project life of a wind farm will be able to 
amortize both original investment as well as pay for the period’s maintenance costs.  

When that’s the case, such projects can be financed ‘off-budget’, that is to say that a given 
government needs not invest in the project from its ordinary tax-based income streams but can 
establish a limited liability company, with shares either fully or in a controlling amount in the 
hands of the government.  

The established company can now issue debt. The government’s only—but important—direct 
economic participation is that it underwrites the debt, in other words assumes project risks. 
Besides that, the project will not affect ordinary government revenue and expenditures. 

Since government debt of advanced economies are considered risk-free, such a construction 
will ensure that interest rates will be the lowest possible and financing costs kept to a minimum. 
This financing model worked well for the construction of the Great Belt Link, an 18 kilometre 
combined bridge and tunnel link over the Great Belt, at a capital cost approximately equivalent 
to C$8 billion in current prices.2 

In particular, the model ensured that toll rates and collection was kept under public control and 
consequently not rising in real terms (compare to Ontario toll highway 407, originally built for 
public money but privatized for 99 years by the Harris government for a give-away price. 
Moreover, since Harris didn’t put any limitations on price setting, tolls have risen steeply, way 
above consumer inflation, in the process creating stupendous profit for owners3). 

 
The Great Belt Link, here the East Bridge with its 1600m span over the main shipping channel out of the Baltic. 

 
1 “Virginia’s Governor Ralph Northam has signed the Clean Economy Act which requires at least 5.2 GW of 
offshore wind power to be developed in this U.S. state by 2034.” 
https://www.offshorewind.biz/2020/04/13/virginia-governor-signs-off-on-5-2-gw-by-2034-offshore-wind-target/ 

“Denmark plans to create energy islands in Baltic and North Sea.”https://www.reuters.com/article/us-climate-
change-denmark/denmark-plans-to-create-energy-islands-in-baltic-and-north-sea-idUSKBN22W1NC 
2 https://sundogbaelt.dk/en/construction-costs-and-debt/ 
3 See my Keynote for Occupy Economics Toronto, Feb 10th 2015, “Competition and Politics in the Digital Age” 
especially frame #4 that details how the 407 profit machine works. Pdf: http://attac-ontario.org/pdf/150210.pdf 
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Another possibility 
But when projects promise to generate future income streams that over time can amortize 
investments, countries with their own currency and central bank will have another possibility 
for financing large and socially important infrastructure projects. Instead of borrowing the 
money by issuing bonds to private financial markets at interest costs, the government can ‘sell’ 
the bonds to its own central bank, which will pay for the bonds by expanding its balance sheet, 
i.e. by creating new money. 

Understanding this possibility requires that one first discards a lot of the neoliberal and market 
fundamentalist obfuscation about money and finance, which has taken hold among large part of 
the general population where it serves as a barrier against attacks on the current inequitable 
economic distributions. 

A key plank of the obfuscation is the oft-heard claim that all money is debt. The background is 
the fact that, indeed, a lot of modern money is debt. For instance, if someone obtains a loan in a 
bank, that money becomes ‘bank account’ money that one can use to buy stuff by transferring it 
to other peoples’ bank accounts, perhaps by using a debit card or facing as cell phone towards 
some payment terminal in a shop. 

The principle of assuming debt is that one supposedly earns money from other sources to 
repay the loan. If that doesn’t seem probable, the likelihood is that commercial banks will not 
extend the loans in the first place. Referring to this, the neoliberal mythology now claims that 
governments are like private households; they also must be assured future—indeed in many 
versions near-future—incomes that can repay the debts before they can assume them. 

This overlooks the little detail that in contrast to households—the repayment of whose debt 
are contractually committed to the given bank with serious and direct consequences to follow if 
missed (like house repossession in case of failed mortgage payments)—nothing prevents a 
government with its own central bank to ask it to keep the liabilities that matches the issued 
money on its balance sheets forever or at least for so long that growth and inflation have 
whittled the amounts down to insignificance. 

One reason is that debt is nominal, and a country’s output is inflation indexed. Consequently, 
debt’s weight relative to output will fall over time. An example of this is how Britain at the end 
of the Napoleonic Wars had a debt to GDP ratio of 250% (mostly in the form of consols that 
are perpetual bonds). When the First World War broke out this debt had been reduced to a 
ratio of 25% to GDP. While some repayments might have been in play, output growth and 
inflation had big roles in this development. 

Britain’s nineteenth century debt still existed in the framework of the gold standard, where 
fractional reserves of hard money were required to undergird the monetary system. Today 
modern state money is only backed by the state’s ability to collect taxes and its legal 
framework—including rules for banks and contracts. However, there must also be included a 
promise to uphold trust in the monetary system. The consequence of this is that a government 
can in fact, at will, have its central bank create new money and send it into circulation by 
spending the money, but it will be constrained by the ‘trust’ factor that requires that price 
stability is not challenged by the followed monetary policies.  
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When trust is broken: German banknotes in 1923, so worthless that children use them as toys. 

 

Limits of the Real Economy 
If we disregard the political bias perpetuated by conservatives, who maintain that “states are 
like households”, the real limiting factor to the money creating power of governments is to be 
found in the real economy. This was expressed by the then Bank of Canada governor, Graham 
Towers, when he at the start of the Second World War was asked if he could finance the war, 
answered “The limiting factor is men and materials”.  

This is key to understanding some of the challenges that we face in connection with a Green 
Shift. For projects that can generate returns, money is not the problem, the problem is 
productive men and materials, the latter including infrastructures and men and women with 
appropriate skills. But Canada, during the neoliberal economy, has let these factors slip away by 
allowing the corporations to outsource much of their production to low wage countries.  

Moreover, the production, both the outsourced part and the part still remaining in Canada, has 
been developed in according to laissez-faire principles where corporate profit motives 
constantly have been allowed to override social and environmental considerations. One of the 
avenues, through which profit boosting have been achieved, is by developing an advertising-
entertainment complex that constantly inculcate people to engage in high consumption and 
peer competitive lifestyles, often causing people to accept considerable debt financing of the 
said lifestyles in order to ‘keeping up with the Joneses”.4 

On the side of governments, by and large the acceptance of corporate laissez-faire means that 
there have been few attempts to rein in the corporations’ domination over neither economy 
nor culture. In Canada, part of the problem is that the institutions meant to provide the 
planning and coordinating activities that are essential for a rapid Green Shift (for instance 
Canada Infrastructure Bank) are infiltrated by mindsets and lobbyist influence serving the 
financial sector’s interests. This means that the preferred business model for Green Shift 
initiatives is public – private partnerships (PPPs).  

 
4 For a further exploration of this phenomenon see my 2014 paper “A Short Ontology of the Spectacle”. 
http://attac-ontario.org/a-short-ontology.pdf 
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However, there are many problems with PPPs. First, they are often simply not needed if 
governments understand how to unleash the money-creating powers of their own central 
banks. Second, they make projects unnecessarily expensive both during construction as well as 
later during use, the latter mainly because of large infrastructure and energy projects often have 
monopolistic characteristics that favour profit extraction, which during use can lead to 
reduction of social benefits. Third, private partners will see participation from the lens of 
localized profit motives, which can lead to poor coordination with other elements of a Green 
Shift.  

If projects are of a nature where governments believe that they cannot implement them 
without money from financial markets, the Great Belt bond model—where governments retain 
full project and pricing control—should be chosen, even if projects don’t promise enough 
future income streams to amortize all debt, and some repayments must come from the future 
tax base or debt roll over.   

With regards to offshore wind power, as indicated above, it has recently reached break-even 
with fossil fuel generated electricity in areas such as Northwest Europe, where today 
production capacities and supporting infrastructures are well developed.  However, in the case 
of Canada the needed infrastructures and support industries are still not sufficiently developed. 
With respect to offshore development, for instance in the Great Lakes, this probably means 
that project rentability will be influenced by higher infrastructure costs during an initial period 
and therefore require some support from general government budgets. 

 

Politics of Private Money Creation 
To return to the financing question and the general constrains imposed on society by the 
current economic and monetary systems, agreements under the auspices of the Bank for 
International Settlements (BIS, a council of central bankers) have essentially advised against the 
ability of central banks to create money that governments can use for investments or general 
government purposes. Instead, it advocates to cover such expenditures by lending from private 
capital markets. However, the agreements are not enforceable and any country that wants to 
deviate from BIS’ rules can do so. 

In the more general case, the norms that currently govern the relations between the 
governments of most of the advanced economies and their central banks must be seen in light 
of the shift from the post-war social liberal economy to the neoliberal economy around 1980.5 
The resultant rise in incomes inequalities, which the neoliberal economic model spurred, has 
caused growing percentages high incomes to concentrate at the top where they accumulate as 
excess capital. 

This process requires a matching growth in asset categories that in profitable ways can absorb 
the excess accumulations. In this respect, the neoliberal economy has seen a number of trends 
develop accomplishing that goal: rapid growth in household debts, growth in government 
deficits, growth in corporate debts and growth in real estate asset values (as well as many other 
sundry fixed assets, for instance van Gogh paintings, etc.). Most of these measures have risen 
with growth rates well above price indices for both ordinary consumption goods and wages. 

 
5 The so-called ‘revolt of the wealthy’, politically spearheaded by Thatcher in the U.K. and Reagan in the U.S. 
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After the postwar trend of slowly falling income inequalities, the trend changed around 1980. The U.S. followed roughly 
the same pattern although the 1% share has reached higher levels. Moreover, undocumented incomes accruing in tax 
havens also grew rapidly during the post-1980 period, further accentuating inequalities and capital accumulations. 

As French economist Thomas Piketty has documented in “Capital in the 21st Century”6, the 
post-1980 development has caused return to capital to grow at considerably higher rates than 
the real economy. In other words, capital cannot earn sufficient returns by only investing in the 
real economy—in machines, factories, etc. Therefore, owners of capital have been forced to 
seek most of their returns through other avenues. 

Since all incomes and subsequent additions to capital accumulation start out in the money 
form, it’s important to shift them into ownership to profit or interest earning assets in order to 
avoid the value loss that inflation inflicts on pure money holdings. One of the asset classes that 
can avoid such value losses is buying interest bearing debt. In general, supply of debt comes 
from households, businesses and governments with operating deficits or unfunded investment 
plans, forced to issue interest bearing debt to cover their problems. In this connection, 
government debt might yield lower interests than other debt forms but has the distinction of 
being considered risk free. 
Of course, modern credit is, as most monetary phenomena are, operated on a fractional basis. 
That is to say that debt is not a one-to-one relation to accumulations; much money flows are 
leveraged (geared up) through the financial system, where the rewards to the earnings from 
issuing credit goes to bank stockholders and, not to forget, the upper tier of management 
where top Canadian bank CEOs now routinely takes home double-digit remuneration 
packages.7 

The upshot from these observations is that if governments stop issuing debts and finance over 
its own central bank, one important source from which wealth owners and high 
incomes earners can reinvest their proceeds will fall away. This means that excess 
capital and profits will try to flood into the other areas that already experience substantial 
problems with asset inflation. The consequence of further acceleration of asset inflation in areas 

 
6 This is the main theme in Piketty’s book, “Capital in the 21st Century” (2013, Eng. ed. 2014) in which he captures 
this development in the formula: r > g, expressing that return to capital is greater than real economy growth. 
7 From CBC, March 13, 2019: Canada's Big 5 bank CEOs pay rises 6.5% to $54M in 2018 
https://www.cbc.ca/news/business/banks-ceo-pay-1.5055184 
The article also mentions “the Big Five banks delivered a collective $43.2 billion in net income for the 2018 
financial year, up nearly 7.2 per cent from the prior year.” That’s a profit of more than $1,000 per Canadian. 
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such as stocks and real estate will without doubt lead to growing instability in these markets 
and incur boom-bust cycles at shorter and shorter intervals. 

 
Credit growth in the real economy, a mirror of capital accumulation, 2001-2017. 

 

The Macroeconomic Requirements for a Green Shift 
Understanding the financial mechanisms of the neoliberal economy, as outlined above, one will 
realize that if governments shift from financing investments and deficits over private financial 
markets to using governments’ own money creating power, it requires being part of a broader 
reorientation of fiscal and social policies in order to accomplish stable and socially just 
outcomes. 

In normal times (i.e. non-crisis years) general government and social spending should not be 
financed over the central bank nor commercial debt but rather from levying adequate tax 
income by having everybody paying their fair share, including through international cooperation 
closing the tax havens. However, paying for general government programs over central bank 
balance sheet expansion in line with the rate of growth is possible without adverse effects.  

Only during economic crisis (as the one we face now due to the Covid-19 pandemic) should 
social spending in larger measures over the central bank’s balance sheet be contemplated, since 
during such times the multiplier effect of keeping and restoring demand among lower to middle 
incomes groups is very high, which means that inflationary risks will be low and the ‘trust’ 
factor in government money not affected.8 

But, as indicated above, another problem that must be corrected as part of a palette of Green 
Shift policies is the neoliberal economy’s growth in incomes inequities and wealth 
accumulations, which has been accelerated by the reduction in taxes that high incomes and 

 
8 This is the central tenet of Keynesian economics. 
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capital increasingly are subjected to. This is what has led to the aforementioned widespread 
government budget deficits which today in many countries have acquired a structural, or long-
term, nature. 

If one thinks a little about what is actually meant by a society, the anti-tax stance as it is crafted 
by conservatives is non-sensical and can only be interpreted as class-interest policies. 
Nevertheless, it is taken to an almost pathological level by some neoliberal politicians, for 
instance former Canadian Prime Minister Stephen Harper, who in an interview in 2009 declared 
his opposition to all taxes.9 

What complicates matters is that politicians who work for the interests of the economic elite 
have successfully spread the anti-tax narrative. It has become a powerful meme that has been 
inculcated into large segments of middle and lower incomes group, causing them to vote against 
their own interests by voting for the no-tax politicians. 

 

Unblocking the Blocking of the Green Shift 
In the nature of things, the anti-tax stance is often linked to climate denial. This is caused by the 
fact that one often finds a subconscious connection between the anti-tax view and a belief in 
freedom to mean an unbridled freedom to consume and to pay as little taxes as possible in 
order to achieve the consumption goal.10  

However, as we saw, the consequence of low taxation of high incomes and wealth creates 
structural mismatches between government revenues and expenditures which under BIS rules 
must be financed at interests in private capital markets. The profit from loaning the government 
money then in the next step further accelerate accumulations. Quite simply, in the neoliberal 
economic model the economic elite loans the money they have saved in taxes back to 
government at interests, in an endless cycle that is among the drivers of the growing economic 
inequities. 

It is well known that propensities to consume out of marginally earned money falls with income. 
Be as it may, the current large and growing economic inequities mean that the tilt of aggregate 
consumption towards higher incomes is very large and continuing to grow. In this reality, the 
growing riches of the economic elite has caused competitive trophy consumption at the top to 

 
9 Interview with Globe & Mail, July 8, 2009. L’Aquila, Italy: Do you regret cutting the GST now? Harper: “No, not 
at all. G&M: No? Harper: No, it's ... First of all, I believe cutting all taxes is good policy, okay? I... I'm of the school 
that... You know, there's two schools in economics on this, one is that there are some good taxes and the other is 
that no taxes are good taxes. I'm in the latter category. I don't believe any taxes are good taxes.” 
http://www.theglobeandmail.com/news/politics/what-harper-told-the-globe/article4278789/  
10 ‘Freedom’ is one of the most misused concepts. One of the few attempts to bring clarity to its use is Isaiah 
Berlin’s 1954 essay “Two Concepts of Liberty”. Berlin distinguishes between positive and negative freedom 
(liberty): ‘freedom to’ and ‘freedom from’. ‘Freedom to’ is freedom to self-actualize, express oneself; ‘freedom 
from’ is freedom from, for instance, the constraints of an authoritarian state, an excessive bureaucracy 
micromanaging everything, etc. However, if both forms of freedoms are taken to their extremes they turn around and 
becomes their own social negations. This is what we see with laissez-faire capitalism and those who deny both health 
and climate science with reference to ‘their individual freedom’ to choose and disregard whatever they want. As 
Berlin clarifies in the preface to the 1969 edition: “Freedom for the wolves means death for the sheep”. 
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proliferate, which hog resources at high levels and create large greenhouse gas (GHG) 
footprints. 

Moreover, partly driven on by the infotainment industry’s construction of a widespread 
infatuation with the lives of celebrities and the rich, the influence from the top cascades down 
through lower social ranks as peer competitive consumption where the goal is a pretence to be 
an economic class higher than one really is. This not only max many people into high debt 
financed consumption patterns but also transfixes them into lifestyles with unnecessary large 
GHG footprints.11 

 
Scene from Monaco, an enclave of tax dodgers. No, these yachts are not from Ontario but flying the look-alike 
Cayman Islands’ flag, one of the tax havens where much of the world’s wealth and asset ownership are tucked away. 

The reality is that we technically will have few problems with finding the necessary money to 
invest in a Green Shift. Moreover, during the Covid-19 crisis, investing in a Green Shift will be a 
good way to restore employment. 

But we are facing a number of constraining factors that have to be overcome. First, the lack of 
political will exhibited by a political class more intent of preserving the flow of surprisingly small 
bones that the truly rich and corporate masters throw at them in order to control their votes. 
Second, the proliferation of competitive consumption patterns that cascade down from the top 
means that many social aspects are going in the wrong direction.12  

That means that a rapid and effective Green Shift can only be implemented if a number of 
interlocking reforms are carried out, inclusive a shift in the perception of the value of 
consumption so that the sustainability of consumption is seen as a goal rather peer competition. 

 
11 For an examination of the infotainment driven consumption culture see my 2014 paper: “A Short Ontology of 
the Spectacle”. http://attac-ontario.org/a-short-ontology.pdf 
12 For instance, in 2017 average consumption of gasoline per 100 km in Canada was 8.9 litre, rising slightly over the 
last decade to rank last in the world. https://www.cer-rec.gc.ca/nrg/ntgrtd/mrkt/snpsht/2019/07-05hwdscndrnk-
eng.html. The wrong direction of the number is attributed to rising popularity of SUVs and pick-up trucks, the 
latter often bought for macho-lifestyle aspirations rather than practical needs. 
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In terms of economics, the accumulation and concentration of capital, which at the moment 
occurs at rates well above the growth of the real economy, must be arrested. This is partly in 
order to avoid the macroeconomic instability, which, as showed above, is likely to accelerate if 
governments shift to source investment finance from their own central banks, but also to 
rebalance the economy towards more just and equitable patterns. 

To accomplish this goal, the tax system must be reformed so that high incomes and wealth are 
taxed with economically and socially optimal rates. An added benefit from such a shift is that it 
will reduce the capacity for high-end GHG intensive consumption to continue. 

Further to the end of reducing GHG intensive consumption, rates of consumption taxes must 
be aligned to levels of GHG emissions and general pollution after the principle emitter and 
polluter pays. 

 

Towards a Green Shift and Goodbye to the Neoliberal Economy 
To sum up, we see that the question of finding the money for a Green Shift is mainly a question 
of mobilising the necessary social consensus and political will. If that can be accomplished, the 
technological preconditions are already in the process of being developed. In some cases, it’s 
mainly a question of expanding already successfully established technologies (for instance 
offshore wind power). In other cases, we are still dealing with technologies whose potential 
contain uncertainties and therefore needs upscaled research and development. 

A case in point is that the Danish wind farm energy islands, mentioned in the note above, The 
wind energy generated will surpass the Danish need for electricity and therefore the planning 
also incorporates a pilot project of so-called power-to-X (P2X) conversion, which is 
technologies that can convert renewable but not storable electricity into storable energy forms. 
However, these technologies are still in their infancy, so further R&D and investments are 
needed. 

The climate crisis has been a slowly accumulating threat to society ever since the industrial 
revolution was set in motion based on discovery of the possibility of converting fossilized coal 
into motion by burning it in steam engines. However, for more than a century it was 
unrealized13 that these processes release GHGs (primarily CO2), into the atmosphere where 
they accumulate and thereby create a climate impacting hothouse effect.  

Thus, the neoliberal political economy’s dominance after 1980 is of course not the originator of 
the climate crisis, but the model’s core belief in endless growth of consumption and capital 
accumulation has exacerbated the speed at which the climate crisis is approaching. 

As the saying goes, you cannot solve a problem with the same thinking that created it. It’s 
illusionary to believe that we can solve the climate crisis while keeping the neoliberal economic 
model basically intact. We must say goodbye to the neoliberal economy and develop the new 
structures of a sustainable and socially just economy, of which some ideas are presented here. 

 
13 By the end of the nineteenth century Swedish chemist, Svante Arrhenius, began to realize the possibility that 
CO2 emissions arising from burning coal could induce temperature change at the Earth’s surface. In a bizarre twist 
of history, Arrhenius is a distant relative to Greta Thunberg. https://blog.ucsusa.org/brenda-ekwurzel/im-a-
scientist-greta-thunbergs-speech-to-congress-inspires-me 


