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Abstract

The austerity policy atmosphere pursued by most European
governments post 2007/8 financial crises, resulted in significant budgetary
cuts to environmental protection institutions, meaning that more needed to be
done with fewer resources. This raises a fundamental question: if resources or
financial income for institutions that promote environmental protection drop
or stop growing, as during recent austerity, how would this affect future
environmental protection decisions? In response, this paper applied the
Environmental Kuznets Curve (EKC) model as a thinking tool, to project and
link “budgetary income” for environmental protection institutions and the
“perceived environmental protection”, within a context of prolonged austerity
policy atmosphere. The data for budgetary income and for perceived
environmental protection was collected from published documents and
questionnaire surveys, respectively, in Scotland, from stakeholders involved
in the planning sector. The results showed a high likelihood of continued
adverse effects on environmental protection, suggesting that a new debate
towards a fundamental approach in how to protect the environment during
prolonged periods of financial hardship is urgently needed. The paper
concludes that there is an urgent need to overcome the powerful state rhetoric
and rationale that puts neoliberal exigencies of economic revitalisation above
considerations of environmental protection.

Keywords: Austerity, Environmental decisions, Scotland, Environmental
Kuznets Curve, Neo-Gramscian influence

1. Introduction

In economic terms austerity is defined as a set of economic policies
aimed at reducing public budget deficits and debts, ostensibly, to restore
balance in government finances (Tobin and Gravey, 2015; Cheyne, 2015;
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Kitson et al., 2011) and regain economic dynamism and competitiveness
(Westbury and Stein, 2010; Reinhart and Rogoff, 2013). Since 2010, austerity
measures, mainly comprising spending cuts, tax increases or a mixture of both,
have become a generalised policy reality as governments aim to deliver
economic recovery by instilling financial efficiency and fiscal discipline
(Blyth, 2013; Bracci et al., 2015). At the same time, a growing body of
literature argues that in times of economic crisis, environmental concerns are
likely to be put on the back burner (Tobin and Burns, 2015; Gazzola, 2013).
According to Russel and Benson (2014), recent austerity measures favoured
the economy at the expense of the environment, primarily, by reflecting a
reduction in the ambition and aspiration of policies to protect the environment.

However, the long-term legacy of austerity measures on environmental
protection remains largely unknown, with Lloyd (2011) indicating that the
effects of austerity on planning sector decisions remain speculative in the
short-term, as well as in the long-term (Onyango et al., 2019). Yet this matters
within the conventional wisdom that planning helps societies set visions of
desired futures and meet goals of sustainable development, including
addressing current issues including biodiversity, climate change, resource
efficiency and conservation, equity and governance (Allmendinger, 2009;
Wilson and piper, 2010). Although decision-making support tools such as
Environmental Assessment (EA) exist to ensure that the benefits and costs of
planning decisions are weighed against potential negative environmental
outcomes during decisions-making (Therivel and Partidario, 1996; Fischer,
2007), the pressures for economic revitalisation during austerity may have
changed EA outcomes (Gazzola, 2013).

This suggests that environmental degradation, and by contrast
environmental protection, is a function of the impact of global influences and
domestic policy choices on the underlying forces driving environmental
change in a region (see Dauvergne, 1997). This raises a fundamental question:
if resources or financial income for institutions that promote environmental
protection drop or stop growing, as during recent austerity, how would this
affect future environmental protection decisions? As argued in Parkhurst
(2017), only when implications of decisions and associated actions are known
and considered, can better quality decisions to protect the environment be
made.

To explore the above question, this paper aims to apply the
Environmental Kuznets Curve (EKC) model (Cole et al., 1997) as a thinking
tool, to project and link “budgetary income” for environmental protection
institutions and the “perceived environmental protection”, within a context of
prolonged austerity policy atmosphere. As research on the environmental
consequences of financial crises such as austerity is often constrained by data
limitations, a thought experiment has the advantage of considering a
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hypothesis, theory, or principle, and then helping to think through its
consequences without necessarily undertaking an actual experiment (Yeates,
2004). Thought experiments include scenario approaches that offer a means
for dealing with critical issues of indeterminacy, innovation, reflexivity and
framing in analysing change in socio-economic systems, paving the way for a
coherent way of handling of socio-economic futures in impact assessment
(Berkhout et al., 2002). Insight from such scenarios not only offer more
empirical knowledge about a phenomenon but can also inform debate about
what to do.

A key assumption is that the planning system, as part of a country, can
be subject to the EKC hypothesis, following Neumayer (2003) and Arrow et
al. (1995) who acknowledged that institutions especially from rich developed
countries can significantly fight back and help avoid environmental
degradation. At a theoretical and conceptual level, the EKC application
therefore offers a robust platform to test the interface and dynamics between
economics, socio-political behaviour and environmental status. Although this
paper is essentially environmental in focus, it borrows an idea from
economics, to enhance our understanding of a phenomenon that is cross-
disciplinary.

Initiated by Simon Kuznets (Kuznets, 1955) in the 1950s and ’60s and
first used to analyse the relationship between the environment’s health and the
economy by Grossman and Krueger (1991), the EKC has become a standard
feature in the technical literature of environmental policy (Yandle et al., 2002;
Roberts and Thanos, 2003; Stern, 2004). It is best understood as a
hypothesized relationship between environmental quality and economic
development, positing that various indicators of environmental degradation
tend to get worse as economic growth occurs, until average income reaches a
tipping point, after which the curve reverses (Grossman and Krueger, 1991,
1994; Dinda, 2005). Underpinned by the idea that the demand for
environmental quality is greater when income grows, and vice versa, in effect,
it makes a bold statement that the solution to pollution or environmental
degradation is economic growth (Figure 1).
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Figure 1. In the early stages of economic development environmental degradation will
increase (phase a) until a certain level of income is reached (turning point (phase b)) and then
environmental improvement will occur (phase c) (Based on Kuznets (1955) and Dinda
(2005)).

While others have taken the EKC to mean grow now, clean up later
(World Bank, 2005), critics have argued that there is no guarantee that
economic growth leads to an improved environment. This leaves the EKC
contentious as many confirmatory (Tierney, 2009; Levinson, 2000) and non-
confirmatory reports (Stern, 2004; Arrow et al., 1995; Du Pont, 2006) exist.
For example, global CO> has yet to prove its validity within EKC (Uchiyama,
2016) and some countries have disobeyed the EKC by ‘exporting’ their
deforestation (Meyfroidt et al., 2013). Nevertheless, proponents of EKC
maintain that this varied relationship does not necessarily invalidate the
hypothesis, and that applicability of EKC may differ across various
environmental indicators, ecosystems, economics, regulatory schemes, and
technologies.

Other researchers have argued that the shape of the curve, when
longer-term time scales are evaluated, follow an N shape, with pollution
increasing as a country develops: decreasing once the threshold GDP is
reached, and again increasing as national income continues to rise (Mills and
Waite, 2009). Although traditionally linking two structural data variables,
GDP and demand for environmental goods, this study will explore the future
implications of recently observed impacts of austerity measures on
environmental protection decisions. It builds on increasing evidence that
austerity has negatively impacted environmental protection decisions,
generally based on international literature, and specifically, grounded on
findings from Onyango et al.’s (2019) seminal study of how environmental
protection decisions were affected by recent austerity policy atmosphere in
Scotland’s planning system. Following the introduction, the next section sets
the relevant context to understand the paper, by outlining some theoretical
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perspectives and the knowledge gap to which this paper hopes to contribute.
The methodology is subsequently explained, results presented and conclusions
and recommendations are drawn.

1.1  Austerity impacts on environmental decisions: key studies

In terms of systematic studies to understand how austerity affects the
environment, relatively little work has been undertaken. Studies in the USA
(Levine and Posner, 1981; Peck, 2014) and the UK (Grimshaw, 2013) have
found that austerity measures eroded state and local autonomy, causing subtle
but fundamental changes in their scope and role in advancing environmental
protection. Other reports show that recent austerity-led cuts to public
institutions and services meant that environmental protection agencies had to
meet increasing expectations with fewer resources (Early, 2016; Crouch,
2011; Lekakis et al., 2013). Whilst Evans (2011) concludes that there is no
clear evidence that austerity leads to frugality and sustainable consumption,
many agree that the politics of decision-making are underpinned by the
‘development paradigm’ and dominated by a commitment to ‘economic
growth’ (Poritt, 2007; Jackson, 2017, 2018).

This raises concerns over the extent to which environmental issues are
likely to be superseded by economic considerations (Taylor, 2002; Gazzola,
2013; Cavoski, 2015). A special edition of the Accounting, Auditing and
Accountability Journal (Bracci et al., 2015) provided a review of the effects
of recent austerity, but with relatively little focus on how the environment was
accounted for. The same can be seen in The Violence of Austerity (Cooper and
Whyte, 2017), with only two out of 24 chapters on the environment. However,
more scholars are starting to investigate austerity’s impact on environmental
policies (Tobin and Gravey, 2015; Russel and Benson, 2014; Elliot, 2011;
Karamichas, 2015; Onyang et al., 2019).

Studies at European level found that environmental policy-making was
adversely affected as follows (Knill et al., 2009; Jordan et al, 2013): (1)
reductions in the number of indicators used to monitor and measure
environmental quality and environmental policy budgets; (2) reductions in
policy density; and (3) reductions in policy intensity. Policy density describes
the extent to which a certain policy area is addressed by governmental
activities, demonstrated in the number of policies and policy instruments that
are applied. Policy intensity describes the breadth of legislative activity in a
policy field, demonstrated in the difference between the number of adopted
and abolished policies (Bauer and Knill, 2012).

A recent study based on stakeholders’ perceptions in Scotland’s
planning sector (Onyango et al., 2019), concluded that austerity had subtle and
adverse effects on environmental decisions. For example, reduced
consideration of environmental standards had occurred with planning
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applications, albeit within the law; wind energy projects were allowed in
unsuitable places like peatlands/wetlands, as part of job creation and fighting
climate change agendas, and; new areas e.g. green fields were opened for
development as part of the push for more renewable energy under the Green
Economy rationale. Public sector planners were relatively more critical about
austerity’s touted benefits, including the view that it was possible to achieve
more without compromising environmental protection; while private sector
planners were less optimistic, echoing the sentiment that the planning system
still held up development (Brodies, 2015). Although this sentiment had been
the case for some time (Lord and Tewdwr Jones, 2014) the participants in the
study indicated that it had intensified during austerity.

Doubts were also expressed over the efficacy of existing decision-
making support tools such as EA, which should help protect the environment,
stating that the recent austerity period was a missed opportunity to further
integrate the environment into planning decisions. The Onyango et al. (2019)
study exposed a situation where under the austerity-driven rhetoric and
imperative of revitalising the economy, decisions were made to boost the
economy whilst clutching onto ideals of environmental protection, even when
elements of the environment were being exposed to degradation. Although the
Scottish Government was against austerity (Brooks, 2016; McHendrick et al.,
2016), and besides its exemplary regime for environmental protection
(Jackson and Ilisley, 2006), 60% of its budget comes from the UK government
(Scottish Parliament, 2011) making it vulnerable to austerity measures
imposed by the UK government.

1.2 The hegemonic perspective

Most of the relevant studies (sec 1.1) were much aware of the
neoliberal hegemony of austerity (Cavoski, 2015; Jordan et al., 2013; Waterhout
et al., 2012). At the centre of this hegemony was the narrative and rhetoric
where goals of ‘economic revitalisation’, ‘efficiency’, ‘cost-effectiveness’,
‘new ways of doing things’, etc., were singularly pursued above other goals
such as those of the environment. These narratives represented state and
government-espoused agenda, which subsequently permeated and domineered
through the planning system, underpinned by a plethora of powerful and
complex multi-level government-supported means and agents e.g. budgets and
targets of planning departments (Onyango et al., 2019; Gill, 2002). Some
regulatory requirements on environmental protetion were reported to be
‘relaxed’ without any formal changes to the regulations themselves; projects
were permitted on environmental assets where they would not have been
allowed pre-austerity, and; even stakeholders who were traditionally known to
protect the environment (e.g. environmental NGOs) became somewhat aligned
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to the government’s agenda of revitalising the economy — showing just how
deep the predominance of the government’s agenda went.

This hegemony which is a widely acknowledged theory of
neoliberalism that tends to favour free-market capitalism (Vincent, 2009;
Pradella and Marois, 2015), describes the integration of environmental policy
as a normative enterprise that is ab initio shaped and influenced by the
principles and values of neoliberalism. According to Humphreys (2015), thus
limiting the successes of policies to protect the environment. Furthermore,
Onyango et al. (2019) resorted to the refined social theory hypothesis of Neo-
Gramscianism (Cox, 1981, 1983) to provide a theoretical lens for explaining
why the austerity ideology pursued in the UK jurisdiction took effect in
another jurisdiction which was officially opposed to austerity i.e. Scotland
(Scottish Government, 2016).

Neo-Gramscianism also views the state as able to exercise hegemony
via the machinery of government and its many organs and institutions, through
which it can exert influence, e.g. via budgets, regulatory instruments, media
and mass culture, to establish hegemonic power relations (Goodman and
Salleh, 2013). However, there is no convincing explanation as to why the
hegemony of neoliberalism should necessarily be associated with adverse
environmental decisions. This invites fundamental discussions yet to be had
and resolved, about the spirit and purpose of current planning thinking and
practice, to contend with the ideological imperatives introduced by the post
2007/08 austerity policy atmosphere (Lloyd, 2011). With matters such as
climate change requiring long-term solutions (House of Commons, 2016;
Rockstrom et al., 2009) and more resilient approaches to planning (Davoudi
et al., 2012) it becomes crucial that the long-term impacts of austerity on
environmental decisions are understood and effectively addressed.

2. Materials and methods

To apply the EKC thought experiment, the horizontal axis of the
standard EKC was substituted with “budgetary income” for key environmental
institutions and the vertical axis was substituted with “adverse environmental
impacts”. This nexus allows the impacts as a result of interactions between
austerity and environmental protection issues to be mapped across time. The
cutting of budgets to Scotland’s key environmental protection institutions, as
a result of austerity, can be seen in Table 1.
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Table 1. Overall reductions in departmental level-funding for key Scottish governmental
departments involved in environmental protection (2009/10-2016/17). Sources: Adapted from
annual Scottish Spending Reviews and Budgets (DEFRA, 2016; Scottish Parlianment, 2011).
Based on draft budgets and sums represent Grant-In Aid from the Scottish Government.

2008/ 09/10 10/11 11/12  12/13  13/14  14/15  15/16 16/17

SNH 0-9 67.9 67.9 60.7 57.8 55.3 53.1 531 484
SEPA - 35.2 443 39.4 38 37.5 37.5 39 36.6
MS 75.5 62.4 55.9 54.3 49 48.4 479 4538
Planning 9.1 7.5 4.9 3.6 4.1 3.8 5 4.2 4.1

SNH - Scottish Natural Heritage;
SEPA — Scottish Environmental Protection Agency; MS — Marine Scotland.

Three possible future austerity scenarios were identified and their
likely trajectories of environmental degradation traced on the graph. These
aimed to cover the broad spectrum between the two extremes: one where
austerity’s narratives and hegemony are supreme and the other where an ideal
environmental protection decision-making system, which can adequately
countermand any or tendencies of hegemony from austerity, exists. Scenario
one acknowledged the supremacy of the EKC hypothesis, strongly
underpinned by the idea that the demand for environmental quality is greater
when income grows, and vice versa, emphasizing a prominent income
elasticity of demand for environmental quality. Scenario two acknowledged
the view that the EKC hypothesis can partly and to some degree be
counteracted by existing institutional and environmental protection
frameworks.

Thus, relevant institutions can in a situation where austerity is resulting
in adverse environmental decisions, necessarily respond and correct the
situation. Scenario three is the opposite of scenario one, and assumes the
existence of an effective decision-making system that is fit-for-purpose and
capable of assuring environmental protection, regardless of the
financial/economic hardships, including exigencies associated with austerity

(Table 2).
Table 2. Various scenarios tested in the thought experiment, in austerity situations where
budgets to planning and environmental protection agencies are assumed to have steadily
fallen.

Scenario Assumed conditions

1. Business as usual Sustained fall in budgets and financial resources; strong
austerity policy atmosphere; neoliberal austerity imperatives
are largely unchallenged

2. Mid-range optimism | Sustained fall in budgets and financial resources; existing
environmental protection institutions and laws are responsive
but not adequately; weak hegemony of austerity’s neoliberal
imperatives
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3. Most optimistic (fit- | Sustained fall in budgets and financial resources; strong
for-purpose  decision- | austerity policy atmosphere; BUT robust decision-making
making framework | systems in place and environmental concerns not unduly
exists) dominated by economic exigency; economic responses
decoupled from environmental degradation.

3. Results and findings

The first scenario, following the standard EKC principles, starting
from point x, revealed a reversal of the curve from zones c-b-a, but to a final
range between D1-E1 and D2-E2 (Figure 2). Although reduced income is a
dominant factor in determining the EKC trajectory, this is not a perfect
reversal as some lessons in environmental protection from past experiences
will have been learnt by stakeholders and environmental protection agencies
in Scotland.

Environmental
quality based
on
perspectives
from
participants

Income of environmental institutions based on budgets

Figure 2. Generated curves in scenario one, the Business as Usual case. Curves D1 and E1
show slower respnse nad longer lag; D2 and E2 show quicker response.

The D1-E1 trajectories show two boundaries of poor environmental
protection, whilst the D2-E2 trajectories show more effective avoidance of
environmental degradation, but still at a level worse than the initial level x.
The D1-E1 trajectories could also signify a weaker influence of the austerity
atmosphere whilst the D2-E2 trajectories could signify a stronger effect. These
cuts could also be ‘too far, too fast’, and not allowing for appropriate
adjustments to assure continued environmental protection aspirations:
triggering trajectories to point z. Scenario two (Figure 3) revealed a sinuous
trajectory, the path from c-b-a being more ameliorated by the existing
infrastructure for environmental protection.
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Figure 3: Scenario two where EKC hypothesis is dominated by the mitigatory effects from
established environmental protection infrastructure. The upper dashed curve shows more
latitude from less effective ameliorative effects; the lower dotted curve shows lower tolerance
for environmental degradation.

Although income elasticity of demand is operational, the dominant
factor in determining this trajectory comes from the limited but constraining
effects of the established infrastructure for environmental protection, e.g.
lessons learnt from years of experience in EA-aided decision-making. These
ameliorative or corrective decisions effects are reactive in nature and therefore
have a time lag, thus the sinuous trajectories.

This is because as budgets for planning and environmental protection
institutions fall, the EKC hypothesis kicks in and environmental degradation
follows, and the cycle repeats itself, leading to a range between the two
sinuous curves: slightly above x at the worst or below x at the best,
respectively. The point below x can occur, when environmental degradation is
occurring innocuously or subtly as was indicated in the Scotland study
(Onyango et al., 2019). For example, increasing greenhouse gases emissions
or slow transformations in the greening of business supply chains, can be less
visible and therefore not trigger immediate responses, as opposed to more
visible and perhaps alarming degradation such as deforestation or waste
pollution. It is also likely that the sustained budgetary cuts for environmental
protection institutions reach a level where the capacity to deliver
environmental protection is significantly curtailed, as resources for doing the
work are considerably reduced (Cole and Neumayer, 2005), going to point x
as shown in Figure 2.
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In scenario three, although the income elasticity of demand for
environmental quality may be at play, this is effectively countermanded by a
fit-for-purpose decision-making framework, driven by two factors working in
tandem or isolation. One, following the EKC, that rich countries like Scotland
can meet higher demands for environmental protection through their
institutional and resource capacities as noted in Cole and Neumayer (2005).
Two, many years of lessons-learnt and established environmental protection
infrastructure, including regulations, institutions and public awareness
towards appreciation of the environment, can ameliorate the EKC impetus.
This is represented by the curves in Figure 3, with relatively lower amplitudes
in comparison to curves in scenarios one and two (Figure 2), maintaining a
fluctuating but reducing environmental degradation compared to the initial
position of X: decoupling austerity’s impacts from environmental quality.

4. Discussion

The EKC thought experiment provided seemingly reliable projections
of how austerity could in the future affect environmental quality. Although the
traditional usage of numerical values in EKC was not fully applied, the EKC
concept in this study adds the advantage of being grounded on an established
theoretical concept that links people’s collective behaviour, economic
situations and environmental quality (Yandle et al., 2002; Grossman and
Krueger, 1991). Furthermore, the neo-Gramscian hypothesis also crept into the
explaining of what was observed in the EKC models, as the mechanics of the
hegemonic influence was partly integrated into the generated curves in the
scenarios.

While providing a useful heuristic and prognosis, the EKC thought
experiment nevertheless has limitations. For example, as already argued in
some studies (Peters et al., 2011), it did not account for Scotland’s relocation
of environmentally polluting factories to other countries and/or shifting of
environmental problems from one domain to another (Mills and Waite, 2009);
as this would have perhaps shown more extreme downward movements in the
curves in the scenarios. Moreover, the EKC has also been known to not work
for all the pollutants that could degrade the environment (Stern, 2004).
Therefore, as this paper’s results are based on a pioneering thought experiment
that is exploratory in nature, it is advised that the results be treated with caution
until further tests using more data from other contexts, can establish issues of
wider generalizability beyond the data from Scotland. Even if similar results
may be generally observed, it is likely that the nature and level of details of
the impacts and scope of trajectories will differ.

The results generally imply that in a situation of prolonged austerity,
adverse impacts will obtain, unless a fit-for-purpose approach to
environmental decision-making, which can robustly counterbalance
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austerity’s exigencies, is established. Although this counterbalance appeared
theoretically possible, however, the hegemony driven by coercive powers via
the state’s regulatory and budgetary instruments may make this difficult to
obtain in practice. This neoliberal stance is appropriately explained by
Lindblom’s (1979, p. 533) “valence issues’ or ‘taken for granted’ issues, where
the economy rather than the environment is automatically prioritised for
consideration by politicians running for election or constructing budgets.
Although some studies had found that institutions did adjust through a
bricolage of measures, to cope with austerity (Lowndes and McCaughie, 2013,
p. 544), the projections in this study suggest that this may not be enough to
stem the adverse impacts from being realised. This leads to a troubling
implication for future environmental protection, a conundrum resembling the
classical wicked problem: how can an effective fit-for-purpose decision-making
framework truly exist in the face of overwhelming neoliberal and Neo-
Gramscian pressures, which tend to prioritize state-sponsored narratives and
rhetoric to the exclusion of any other opposing or competing views?

In such a context, it is challenging to successfully deliver environmental
protection, as planning decisions become unduly compromised by the politico-
economic imperatives of the day. Similar hegemonic power relations have been
identified in other works around environmental governance (see for example
O’Faircheallaigh, 2010; Cashmore and Richardson, 2013; Hansen et al., 2013).
Moreover, this is because the Neo-Gramscian construction of hegemony (see
Gilpin, 1981; Cox, 1981), brings about a unison of economic and political aims,
including intellectual and moral unity, on the universality of austerity, at least
within a national narrative that is hard to resist.

Conclusion

Three takeaway messages emerge from this paper. Firstly, and
generally, that the projected impacts of long-term austerity on environmental
decisions, as occurs within the planning function, is likely to deteriorate with
time. The challenge remains that the neoliberal hegemony of the austerity
ideology, has perverse effects on future environmental decisions, from two main
sources. The lack of adequate resources commensurate to the tasks; and the
attitudinal and paradigm shift where even those who are traditionally at the
forefront of protecting the environment become absorbed into the austerity
narratives from government. Finally, from the study results, it is concluded that
other countries facing future prolonged periods of austerity now have basic
insight upon which to start reflecting on their potential outcomes for
environmental protection.

This can help them benchmark their own exploratory studies, policy
responses, or initiate debate for a decisions-making framework suitable to their
context and purposes. It is long past the time to re-examine the assumed
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underlying philosophical principles that currently allow the hegemony of state-
sponsored economic exigencies. While Lindblom (1979) argued that decision-
making within complexity is a form of ‘muddling through’ based on small or
incremental steps — now that we are beginning to have evidence of austerity’s
long-term impacts, perhaps some form of more skilful and methodically
strategic analysis should now help improve our decisions-making around
environmental protection.
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