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Praise for
The Alternative

‘TINA (There is no alternative) has been the most powerful weapon deployed against its critics by neoliberal free-market economists in the last few decades. In this informative and courageous book, Nick Romeo shows there is an alternative—or, rather, many alternatives—to the currently dominant neoliberal economic system. In doing so, he liberates our economic imagination and puts a backbone into economics as a moral science. This is a very valuable field manual for those who want to change our economies for the better’

Ha-Joon Chang, professor of economics, University of London, and author of Edible Economics

‘Romeo’s The Alternative got my emotions boiling. After reading the history of how we’ve come to blindly accept poverty and massive inequality are immutable fixtures of capitalism, I was left angry and disgusted. And yet I felt a strong rush of hope in seeing, through Romeo’s deep research and vivid storytelling, that there are plenty of great solutions out there, and they’re already being put into practice. As this important book makes clear, we just need the moral courage and political imagination to make them mainstream’

Rick Wartzman, author of Still Broke

‘Carefully researched, beautifully written, engaging stories, filled with wisdom about building economic justice. Easy reading that results in hard thinking about how economics can be a force for good’

Joseph R. Blasi, professor and director, Institute for the Study of Employee Ownership and Profit Sharing, Rutgers University

‘There is an alternative to capitalism as we know it. Romeo vividly describes the options, giving reason for optimism about a more just and democratic economy beyond the bleak prison of shareholder capitalism. The Alternative reports from the front lines on bold experiments going on around the world: providing consumers information on the true costs of what they buy; enterprises that pay a sustainable living wage; job guarantees for all workers; gig-employment platforms operated as a public utility; large-scale, worker-owned cooperatives; perpetual purpose trusts; participatory government budgeting; expansive employee ownership’

Jerry Davis, professor of business administration, University of Michigan

‘Profound and engaging, a terrific book that deserves to be widely read. Romeo zeroes in on the actual solutions undertaken by communities and businesses to end the crises of global warming and wealth inequality and provide good jobs for all with genuine living wages. The Alternative gives us the ways and means for creating a just economy’

Clair Brown, professor of economics emerita, University of California, Berkeley

‘Romeo’s The Alternative breathes with hope and urgency about building a more equitable economy and society. The hope, however, rests not on fanciful dreams but is grounded in living examples of people and organizations that are already demonstrating their viability. Whether these are cooperatives, perpetual purpose or employee-owned enterprises, land trusts, job guarantees, or companies with livable wages—these efforts are signals of what is possible. I hope that by bringing these ‘alternatives’ to the attention of wider audiences, Romeo’s book will inspire many more such efforts, helping to move them from the margins of our economy to the mainstream’

Marina Gorbis, executive director, Institute for the Future




A city-state comes to be for the sake of life, but it continues to be for the sake of living well.

Aristotle, Politics, Book One.

Though the majority of people in our world do not know the details of these tranquilizing scientific explanations, any more than they formerly knew the details of the theological explanations which justified their position, yet they all know that an explanation exists; that scientific men, wise men, have proved convincingly, and continue to prove, that the existing order of things is what it ought to be, and that therefore we may live quietly in this order of things without ourselves trying to alter it.

Leo Tolstoy, The Slavery of Our Times
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Introduction

The Novelist and the Economist
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In 1886, the Russian novelist Leo Tolstoy wrote a short story called “How Much Land Does a Man Need?” The protagonist is a poor farmer named Pahóm who dreams of becoming a wealthy landowner. “If I had plenty of land,” he muses early in the story, “I shouldn’t fear the Devil himself!”1

The Devil, however, is listening. Seeing in Pahóm’s craving a chance to gain power over another soul, the Devil orchestrates a series of events. At first, everything seems to go well. Pahóm borrows money to buy more land. He raises cattle and grows corn and becomes prosperous. He sells his lands at a profit and moves to a new area where he can buy vast tracts for low prices.

He’s briefly content with the bustle of building and settling down, but as he grows accustomed to this new prosperity—he’s ten times richer than before—Pahóm becomes dissatisfied. He still must rent land to grow wheat, and there are quarrels with poorer people who want to use the land or leave it fallow to regenerate. Owning more himself would make everything easier.

He soon hears of a distant tribe called the Bashkirs, who live on a fertile plain by a river and will sell huge parcels of land for almost nothing. He buys tea and wine and other gifts and travels to meet them. They welcome him warmly, giving him kumiss to drink and killing a sheep to share the meat with him.

After he presents them with gifts, they ask which of their possessions he likes best, so they can reciprocate his generosity. “What pleases me best here,” he says, “is your land. Our land is crowded, and the soil is exhausted; but you have plenty of land and it is good land. I never saw the like of it.” Their chief explains that they sell land by the day. For the minuscule price of a thousand rubles, he can have as much land as he can cover in a day of walking. Starting at sunrise from the top of a small hill, he can walk the perimeter of the land he wants, marking boundaries by digging small holes and piling up the dirt. If he returns to the starting point before sunset, the land is his. If he does not, he forfeits the thousand rubles.

After a sleepless night on a bed of feathers in a Bashkir tent, Pahóm sets out the next morning through the high grass of the steppes. In the cool of the morning he makes good time, pausing periodically to dig holes and look back at the tribe on the hilltop. The farther he goes, the better the land seems. He slips off his uncomfortable boots to walk even faster. By noon, he is hot and tired, but after a brief rest for some bread and water, he continues. If he can just suffer through one day of pain, he thinks, he will have the rest of his life to enjoy the benefits.

He pushes through the afternoon heat and his growing fatigue to trace another side of an envisioned square. He’s about to return when he sees an especially appealing hollow of lush land. He marks it and starts back to the hilltop shimmering in the distant haze. The sun is already sinking toward the horizon, and he’s still miles away.

Just when he needs to quicken his pace, his fatigue is mounting. His bare feet are cut and bruised, he’s exhausted from the heat, and the muscles in his legs are faltering. He starts to realize he should have returned sooner. But he manages to quicken his pace, tossing aside his boots and water flask and coat.

Soon he is struggling to breathe. His shirt and trousers are soaked with sweat, his heart is hammering in his chest, and his lungs are heaving like the bellows of a blacksmith. He is near enough now to hear the Bashkirs shouting encouragement. The sun, huge and blood red in the evening mist, is almost completely below the horizon. From where he stands, it appears to have vanished, but on the hilltop he sees the Bashkirs still illuminated by light. With a final ferocious push he charges up the hill, reaching the point from which he started just as the sun dips below the edge of the sky. “He has gained much land!” the chief exclaims with admiration.

Pahóm collapses with hands outstretched. When his servant comes forward to help him rise, a stream of blood flows from his master’s mouth. The Bashkirs click their tongues in pity. His servant takes the spade and digs a simple grave six feet long. With Pahóm’s death and humble burial, the question in the story’s title is answered: that’s all the land a man needs.
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It might seem odd to begin a book about the shape of a just economy in the twenty-first century with a fictional story about peasant life in the nineteenth century. A book that aspires to illuminate the structure of a more fair and sustainable economy today must explore plausible solutions to wealth inequality, environmental collapse, the evaporation of good middle-class jobs, the casualization of a growing number of workers, the outsized influence of investment capital, the erosion of democratic governance in the private and public sectors, and more. The following chapters explore these subjects in detail.

Yet Tolstoy’s short story strikes directly at the economic dogmas that have contributed to all of these contemporary problems. He shows the dangers of rationality divorced from moral purposes. He grasps the psychological mechanisms of acquisitive mania and shows how it causes suffering. He hints at the ecological effects when such behavior permeates society: Pahóm alone is not responsible for the “exhausted” soil, and the story’s description of individuals pursuing private gain and depleting a vital resource anticipates game theorists’ collective action problems. He depicts an arrogant disregard for traditional ways of life and a brazen attempt to profit by their destruction.

Tolstoy was not an economist, yet in one story he illuminated more about wealth, psychology, and ethics than most professional economists do in a lifetime. Pursuing growth at all costs, Pahóm behaves with the profit-maximizing rationality of orthodox economic models, expanding into new regions of perceived opportunity and ignoring negative externalities like the exhausted soil and his damaged relationships. For a time, this cycle of expansion looks like success. But the idea that an externality—indirect costs or benefits of economic transactions—can remain external is soon exposed as a beguiling myth. He’s ultimately unable to escape the consequences of his own greed.

At a subtler level, Tolstoy shows just how seductive flawed choices can be. At every stage, Pahóm has apparently good reasons for expanding: his neighbors are obnoxious, not renting is more efficient, the land’s prices are low, its quality is high. In a narrow sense of the term, he’s behaving rationally. Yet a series of seemingly rational decisions somehow culminates in catastrophe.

At each new level of wealth, instead of enjoying the resources he already has, he quickly becomes dissatisfied, returning to a previous level of happiness in a pattern sometimes called the hedonic treadmill. Even very late in the story, Pahóm still has the option to forfeit the trivial sum of a thousand rubles, rest in the grass, and walk leisurely back to the tribe. Yet by this point, he is in the grips of a deadly sunk cost fallacy. He has already invested so much effort; it would be foolish to stop now! So he continues pouring more energy into a doomed endeavor. Moments before his death, he realizes this. “I have grasped too much and ruined the whole affair,” he thinks. Like the heroes of ancient Greek tragedy, he recognizes a vital truth only when it is too late.

Long before behavioral economics existed, Tolstoy grasped the structure of some of its central concepts, such as the sunk cost fallacy and the hedonic treadmill. Yet he understands these phenomena more as frailties than fallacies, not bugs in our cognitive software so much as risks within a landscape of moral possibilities. The Devil himself uses them to gain power over Pahóm’s soul. Pahóm is not just predictably irrational. His choices have a crucial moral dimension, and the desire to constantly acquire more deforms his beliefs and behavior.

Yet the strength of this desire is not a universal or inevitable feature of human nature. The Bashkirs’ lifestyle reflects a different set of values. Their lives are materially simpler and follow seasonal patterns. In the summer, they don’t do much work at all. Pahóm’s eagerness to exploit them constricts his focus to their lack of financial shrewdness. They are “ignorant,” as “simple as sheep.” He sees the Bashkirs’ sharply limited interest in wealth not as a moral challenge to his own values but as a foolish weakness and a business opportunity. Pahóm’s own previous life, prior to the Devil’s interference, is another disregarded template for a more satisfying existence. As his wife says at the start of the story, “Though a peasant’s life is not a fat one, it is a long one. We shall never grow rich, but we shall always have enough to eat.” A life unencumbered by self-destructive greed was available to him.

The story’s ending dramatizes an inescapable yet easily forgotten truth. As the economist John Maynard Keynes said in a different context, “In the long run we are all dead.” Beneath the sharp irony—by wanting too much land, Pahóm winds up dead in a tiny plot of it—is a broader point. Keynes, reflecting on the philosopher Edmund Burke, put the idea well: “Our power of prediction is so slight, our knowledge of remote consequences so uncertain, that it is seldom wise to sacrifice a present benefit for a doubtful advantage in the future.”2

Ruining your present for a future you may never enjoy is unwise. Yet this does not mean that a good life consists of a consumerist frenzy of immediate pleasures, which, even if one can afford it, merely invites dissatisfaction and exhaustion on the hedonic treadmill. It’s rather a reminder to cultivate more enduring sources of satisfaction, such as family and friendships, ethical conduct, dedication to worthy causes, and the pursuit of excellence in meaningful activities.

Tolstoy, like Keynes, recognized that the major topics of economics are inescapably moral and political. Economics must explore not just how humans produce and consume resources, but also the fairness and desirability of these arrangements for individuals, nations, the natural world, and our descendants. Without these ethical foundations, all technical improvements will simply be what Henry David Thoreau once called “improved means to an unimproved end.”3

Recognizing the moral status of major economic questions, while essential, is not sufficient to resolve them. Scores of books have diagnosed the contemporary crisis of capitalism, emphasizing how it has undermined democracy, concentrated wealth, harmed human health and well-being, and ravaged ecosystems around the planet. Such work is important, but focusing exclusively on the nature of the problems risks suggesting that the only viable options are revolution or resignation to the status quo. This book, based on years of reporting for the New Yorker magazine, examines a portfolio of practical solutions to urgent economic problems, from decreasing wealth inequality to addressing the climate crisis and creating meaningful jobs.
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If you have some knowledge of history and philosophy, the so-called revolution in behavioral economics over the past few decades appears less revolutionary. Many major insights of behavioral economics are rediscoveries of patterns already identified by ancient philosophers. Plato’s dialogues depict and analyze the cognitive-emotional processes that behavioral economics now calls confirmation bias, availability bias, framing effects, loss aversion, representativeness heuristic, and anchoring.4 There is some value in establishing these patterns with the methods of experimental psychology, using double-blind studies and populations from around the world. But it’s striking that some of the more celebrated intellectual achievements of economics are largely a rediscovery of processes depicted by philosophers and novelists.

The insight that economics is in essence a subfield of philosophy was once widespread. At first glance, you might suspect the following passage came from a philosopher rather than from one of the most mathematically gifted and influential economists of the twentieth century: “It seems clearer every day that the moral problem of our age is concerned with the love of money, with the habitual appeal to the money motive in nine-tenths of the activities of life, with the universal striving after individual economic security as the prime object of endeavor, with the social approbation of money as the measure of constructive success, and with the social appeal to the hoarding instinct as the necessary provision for the family and for the future.”5 The author was John Maynard Keynes, writing in 1925. Economics, he wrote on another occasion, is “more properly called political economy” and is a “side of ethics.”6

This ethical emphasis appears repeatedly in Keynes’s writing. With an optimism that proved premature, he described a future when “the love of money as a possession—as distinguished from the love of money as a means to the enjoyments and realities of life—will be recognized for what it is, a somewhat disgusting morbidity, one of those semi-criminal, semi-pathological propensities which one hands over with a kind of shudder to the specialists in mental disease.” Critiquing the “decadent” and “individualistic” nature of international capitalism after the First World War, he objected that “it is not intelligent, it is not beautiful, it is not just, it is not virtuous.”7 It’s hard to imagine mainstream economists such as former treasury secretary Lawrence Summers deploying this kind of moral and aesthetic language today.

The reliance of mainstream economics on a technocratic, quasi-scientific vocabulary obscures the ethical and political questions that lie at the heart of the discipline. Milton Friedman claimed in a 1953 essay that economics “is, or can be, an ‘objective’ science, in precisely the same sense as any of the physical sciences.”8 Countless other economists have subsequently accepted this claim, which has become widely influential in politics and daily life. If Friedman is right, the moral evaluations of Keynes, Tolstoy, or anyone else are irrelevant to a serious discipline. Instead, the status quo appears inevitable and immutable: in the famous phrase of Margaret Thatcher, “There is no alternative.”

There are multiple reasons to reject this view, and an increasing number of economists are doing so. Contemporary economist Julie Nelson, one of the shrewdest critics of her own discipline, calls “the physics-imitating mode of hegemonic economic practice” a damaging dogma, “with its true believers remaining tightly wedded to particular metaphysical assertions about human psychology and organizational behavior long after other research has shown the assertions to be largely false and/or unhelpful.”9 This pose of scientific impartiality allows mainstream economists to smuggle all sorts of dubious claims into policy and discourse in the capacious suitcase of pseudoscientific neutrality.

The first chapter of this book explores how so many powerful economists came to adopt this physics-envying pose. It also examines a growing movement by an international group of academics to reform economics education by foregrounding the philosophical and political context in which economic decisions unfold. Recognizing the moral essence of economics is vital, but we also need specific and practical suggestions for how to organize companies and labor markets, how to price and distribute goods and resources, and how to include more citizens in key economic decisions. The remaining eight chapters explore the real-world stories of the people and models that are already creating an alternative to our disastrous economic status quo.

Chapter 2 turns to an Amsterdam-based initiative called True Price that is directly injecting moral considerations into prices. By making the prices of goods reflect their impact on other humans and nature, True Price motivates producers to change their most harmful practices, rewards consumers who follow these price signals, and generates funds to remediate some of the worst impacts of many goods. The third chapter examines one effect of prioritizing cheap goods and services—workers who are paid so little that it’s impossible for them to survive. The movement for a living wage has been damaged by the myth of an amoral economics; under the guise of neutrality, the very meaning of the term living has been redefined by corporations and prominent economists in a profoundly narrow and ungenerous way. This is now changing as more people come to recognize that the definition of a living wage is a moral and political question, not a scientific one.

A job that pays enough to enable a reasonable definition of living sounds good, but what if there are not enough of these jobs available? In that case, what can we do but allow some people to languish in unemployment or in jobs with horrible pay and conditions? The fourth chapter explores one possible alternative: the implementation of a job guarantee. We visit the region in Austria where such a program is being successfully piloted and learn about its capacity to improve private-sector labor conditions, benefit the long-term unemployed, and fulfill essential community needs.

Gig or flexible work is often seen as a manifestation of broken labor markets, not part of a solution. But there’s nothing inherent to flexible work that requires it to be dominated by predatory companies backed by private equity. Chapter 5 examines the creation of gig-work platforms run as public utilities, another innovative model for improving broken labor markets. By charging only a small amount per transaction, rather than the extractive fees of the Silicon Valley gig companies, a public utility model can boost wages while also enforcing labor laws, providing benefits and training for employees, and improving prospects for advancement. A city-wide model is already being piloted in California, and similar projects are planned across America.

In Chapter 6 we travel to the Basque Country of Spain, where the Mondragon Corporation has built the world’s largest worker-owned network of cooperatives. With around eighty thousand employees and over €11 billion in revenue, they compete successfully in dozens of different international markets, all while maintaining a pay ratio of 6:1 between the highest- and lowest-paid workers and enjoying democratic governance. The notion that astronomically high CEO compensation is necessary for business efficacy is a myth: a potent alternative model already exists at scale and needs only to be implemented more widely. Chapter 7 exposes another foundational myth of modern capitalism: that profit maximization is necessarily the objective of businesses and the people who own them. A growing number of retiring founders and young business owners are putting an old legal instrument to new use by transferring ownership of their businesses to legal trusts that stipulate a purpose other than profit maximization as the goal of their businesses. These purposes include profit sharing with employees, the longevity of the business, protection of the environment, or donation to nonprofits.

Public budgets are a promising method for the democratization of more of the economy, and municipal governments are often uniquely capable of innovation. In Chapter 8, we visit two European cities with highly innovative budgets. The first is the Portuguese city of Cascais, a globally recognized model of participatory budgeting. Every year, citizens vote on how to spend a sizable percentage of the municipal investment budget. Over the past ten years, the city has spent tens of millions of euros on a variety of major infrastructure projects proposed by citizens of many ages and backgrounds: the result is a stronger civic culture and a flourishing economic democracy. The second city is Oslo, Norway, which runs a highly effective climate-budgeting program that prioritizes targeted decreases in carbon emissions each year. Oslo is helping to inspire other major cities around the world to implement similar programs.

The final chapter explores innovative models that deploy investment capital to decrease wealth inequality and promote a greener economy. New venture capital funds are practicing what might be called the art of the cooperative takeover. They buy conventional businesses and then convert them into worker-owned cooperatives or ESOPs (employee stock ownership plans). Investment capital is harnessed to distribute wealth more fairly, precisely inverting the dynamics of the hostile takeovers for which Wall Street is infamous. Another model proposes to combine public and private financing in a new federal agency to address shortages in supply chains and support the national infrastructure for a green economy.

These models and initiatives—the alternative—are not the only possible elements of a just economy. The work of nonprofits like Tax Inspectors Without Borders or the Tax Justice Network, for example, helps decrease tax evasion within and between countries, fund badly needed infrastructure projects, and limit wealth inequality. Many other long-standing and recent policy ambitions—strengthening progressive taxation of corporations and people, labor law changes to enable stronger unions, nationalized health care, supply chain due diligence legislation, strengthening of regulatory scrutiny by the Securities and Exchange Commission and the Environmental Protection Agency, antitrust legislation and regulation of Big Tech, robust and legally enforceable standards for ESG (environmental, social, governance) investing—also merit support. That these topics are not the subjects of chapters reflects constraints of space and time, availability of sources, or the fact that they are already covered well by other authors. Some omissions, however, do reflect a critical assessment. Cryptocurrencies are not discussed because they are hindering rather than hastening the creation of a just economy. A speculative asset without intrinsic value hawked with propagandistic gusto and created by electronic “mining” that generates severe pollution, cryptocurrencies should be more closely regulated or simply outlawed.

None of the ideas discussed here represent a single comprehensive solution to economic and political problems. The argument is not “This solves everything!” so much as “This solves some things to some degree.” Yet life would be radically different in cities, states, or countries that adopted a critical mass of these initiatives. There is currently no one place that implements participatory budgeting, climate budgeting, a job guarantee, profit sharing via widespread employee ownership, true prices, investment capital deployed to decrease wealth inequality, genuine living wages, less dogmatic economics education, and a public utility–style job market for irregular labor. The fact that life and culture are already quite different in some of the places where only a few of these initiatives exist suggests the potential for deep transformation if even three or four were broadly adopted in the same region and could work in synergy.

This is already starting to happen. The town of Mondragón, home to the world’s largest worker-owned cooperative, has a participatory budgeting program. The city of Amsterdam, in which true pricing originated, also practices a version of climate budgeting. And many of the businesses acquired in cooperative takeovers or owned by purpose trusts also pay a genuine living wage.

These initiatives are reshaping economies around the world. Though they differ in approach, all share a vision of the economy as a place of moral action and accountability rather than a value-free, self-regulating zone. In 1933, Keynes addressed a radio audience just before the opening of the World Economic Conference: “The world’s needs are desperate: we have, all of us, mismanaged our affairs, we live miserably in a world of the greatest potential wealth. . . . Every previous conference . . . has ended in empty platitudes and ambiguous phrases so boring and vapid that they have expired in a universal yawn. Isn’t the present shocking state of the world partly due to the lack of imagination which they have shown?”10

This book envisions how the world could change if more people exhibit such necessary imagination. Readers can and will disagree on which of these projects are most feasible, attractive, and urgent. Fundamental to all these different initiatives is a deeper shift in our very notion of the economy, from an impersonal sphere of abstract forces best governed by technocrats into a human arena of ethical decisions with the highest imaginable stakes. This shift, which both Tolstoy and Keynes would understand, is perhaps the most basic precondition for creating a more just economy.
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