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IDEAS ABOUT GROWTH  

(INCLUDING THE FALLACY OF PANDERING TO GROWTH) 

AIM 

'Growth' has iconic significance in justifying development. Yet we know that growth has 

personally caused us inconvenience, if not lifestyle changes with aspects that have worsened. 

I want to attempt to reconcile these opposed viewpoints, using reason, so that you can 

reappraise any growth reflexes you may have. 

1. POPULATION GROWTH 

Growth can be population increase, whether by more births, by fewer deaths, by both, or 

by immigration. Planners observe a taboo against population control to reduce the population 

because China's one-child policy was regarded by some people as unethical. Conversely, 

Brisbane City planners assume there will be steady increases in population, despite 

population shrinkage in Europe and Asia and public opinion favouring zero population 

growth. Many people regard encouragement of population growth as unethical too.  It is 

relevant here that population growth advantages civic leaders' careers and remuneration. 

Public sector planners should not begin with an assumption that the population will 

increase or decrease. As befits a market economy, suppliers should make their forecasts of 

customer numbers before aggregate government population numbers are counted or 

immigration numbers decided.  Immigration numbers should be decided by local hosting. 

Aggregate population control is morally wrong. It is inhumane to plan for either growth or 

shrinkage of the population. 

 Following the good example of the UK, cities need to establish and enforce green zones. 

When population growth is no longer regarded as a panacea, limitation of city growth will be 

more tractable, Civic leaders have a responsibility to provide open spaces to communities 

unable to retain or purchase land for parks. 

The fallacy of governments pandering to growth by forecasting a priori increases in 

population is that it is self-fulfilling, population control and unethical. If they tell the 

construction industry that more people are coming, they will build accommodation and 

infrastructure to receive them. Accommodation prices will fall and they will be attracted. It is 

not the Governments' job to crowd the country.  

Construction growth has sometimes been regarded as having advantages over growth of 

other sectors. Farming growth has often been to exploit scarce land and public resources, 

such as water and roads. Cotton and rice production for export is unwelcome growth, because 
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subsidised costs of public resources has increased financial returns unduly, with virtual 

export of scarce water. 

2. JOBS GROWTH 

Politicians announce the go ahead of projects invariably trumpeting 'X new jobs' in a self-

congratulatory manner. At some locations, hiring of unemployed people will occur. Where 

there is unemployment which is mainly structural, through people changing jobs, or where 

the skills of the unemployed are unsuitable, those hired may be recruited from other 

businesses with considerable dislocation. Unable to hold their employees, businesses may 

have to downsize or close. This effect may be glossed over in the announcement. 

By this means, governments keep workers standing over an abyss of unemployment, saved 

from penury by the endeavours of the government to secure and fast-track even dubious 

investment projects. Proclamation of 'X new jobs' does not always improve a local economy. 

3. CONSTRUCTION GROWTH 

I have selected construction sector growth for evaluation because it is the sector of 

industry most in the public eye. The supply of housing affects house prices and rentals, 

family budgets, peoples' mobility and personal wealth. Other construction affects commuting 

times, proximity to shops and costs of services such as electricity and water. Consequently 

'growth' is sometimes equated with 'construction' in the public eye and construction growth is 

regarded as a panacea. I will unravel this misconception. 

A Premier of Queensland, Sir Joh Bjelke Petersen, judged the state of the Brisbane 

economy from the number of cranes visible from the city centre out to the horizon. 

Construction industry activity has been used as a barometer of investment commitment. GNP 

growth has been the mantra of treasury economists . During the GFC, public works activity 

was increased, as recommended to avoid recession by John Maynard Keynes. It seemed to 

work here in Brisbane. Governments have tried to kick start a flatlining  economy by 

stimulating construction activity with consumer tax breaks and grants. Is this valid? Should 

governments intervene to pump up growth indicators? 

After dispelling pandering to population growth, there is the fallacy of virtue in promoting 

construction sector growth. The Gregory thesis is the idea that rapid growth in an export 

sector such as mining has adverse effects on other sectors, drawing capital and human 

resources from them and leading to an appreciation of the exchange rate, cutting the 

competitiveness of other trade-exposed sectors. It was proposed in Australia in the 1970s and 

called the Dutch Disease or Booming Sector Effect elsewhere. 
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Unlike export sectors, growth in the construction sector, including houses, residential 

blocks and infrastructure such as roads, bridges and dams, does not reduce the 

competitiveness of other sectors by an appreciation of the exchange rate due to visible 

earnings growth. However, when construction offers superior returns it attracts foreign 

investment that would have gone to the other sectors. The foreign capital influx, paying for 

construction, causes appreciation of the exchange rate and adversely affecting other trade-

exposed sectors.  

For example, when one hundred billion yen are loaned for high-rise construction, they buy 

fewer dollars of labour and materials than prior to the loan. This is because there are more 

yen competing for exchange with a constant pool of dollars. Dollars have become worth more 

yen. Gregory's currency exchange effect applies to construction funding from overseas and is 

detrimental for export sectors. The thesis applies as much invisibles exchange as it does to 

commodities. 

Growth of employment in construction, when most workers are employed and 

unemployment is largely structural, would reduce employment in the other sectors. There 

may be no overall employment benefit from construction growth.  

When the construction sector is experiencing a steady state, there is still room for 

businesses to grow because uncompetitive businesses will close leaving openings.  

When construction is growing, there will be some wastage of resources in switching 

contractors and suppliers from other sectors. Facilities may stand idle while workers acquire 

different skills. A wind back in housing construction will reduce demand for sites and open 

space. It will be an opportune time for governments to declare parks and green zones. 

Another argument is that construction dollars spread out with wide benefits.I hope 

someone will refine my intuition that linkages from construction to subcontractors, suppliers 

and manufacturers of materials are probably similar to linkages in other sectors: 

manufacturing; mining; agriculture and energy. Incentives to achieve construction growth are 

therefore without merit. Grants to first home buyers would not 'kick-start' a labour-

constrained economy. 

Construction is not a panacea. Constructing new facilities will only grow a business if 

more employees are available. A steady state construction sector would stabilize extra shifts 

at existing facilities that compete for labour. It would reduce demands on scarce community 

resources of open space, water, infrastructure and resources.  

There are insufficient grounds for governments to prefer construction growth. No sector's 

growth is a panacea for the economy and every sector's growth takes from the others. 



4 
 

4. TOWARDS STEADY STATE ECONOMIES 

When a warning is given 'The economy will be standing still,' an assumption is implicit 

that an economy at steady state is sick. Nothing could be further from the truth. A steady state 

economy can be a seething hive of activity, with enough employment opportunities even to 

reduce unemployment. Economic growth, in contrast, can threaten economic stability. 

When there is change at a node in the material, financial and human fabric of the 

economy, ripples of consequential changes spread outwards and will continue until new 

equilibria are attained and the remaining wave energy has been converted into entropy. Some 

effects of change are not predictable and therefore changes should be small and infrequent to 

anticipate their effects. It could be that growth will cause more unhappiness than maintaining 

a steady balance of prospering and shrinking businesses. 

5. STIMULATING A STEADY STATE 

I have heard people say that when a recession is looming, the government has to stimulate 

the economy by injecting money, it doesn't matter for what, obeying a Keynesian imperative. 

Employing people to dig holes in the ground and fill them in again would be okay, they say. 

Would this be better than paying people a dole to sit on their hands? Neither is satisfactory. 

To create business confidence, the government should sponsor work that benefits people, 

preferably many in the community, with a wanted provision that does not subtract from 

demand for goods and services. 

6. IS GROWTH AN ECONOMIC ELIXIR? 

Does growth demonstrate that there is more manufacturing, constructing, consuming 

going on than there was previously? Does this mean people who were previously 

unemployed will be employed? Does it mean that the extra demand, whether it is caused by 

more need per person or by a greater number of needy people, is likely to reoccur, so that this 

amount of growth will continue on, burning hotter and brighter, until the fuel runs out. The 

fuel is consumer demand. Demand for an item will spread through a population until it 

saturates. If demand can be established for a pantheon of products, the quantity and value of 

sales can grow steadily. Where the goods are imported, the consequences will be falling 

exchange rates and imports will slow down. Then opportunities will be created and skills 

retrained for a wave of exports. Without growth, domestic consumption and employment in 

the export sector would languish. Without growth or decline there would be a steady state 

economy, with predictability, efficiency and an absence of employment dislocations. Human 

inputs could reduce and people would have more time for recreation. 
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7. WHEN IS GROWTH A CANCER? 

 Consumer demand growth can trigger a spate of unnecessary allied consumption, such as 

product packaging, or premature obsolescence. Where there is insufficient space, resources or 

support, growth can be tumour-inducing and harm adjacent parts, or disassociate and spread 

to other organs. Out of control, it can damage the community.   

8. INTERSTITIAL GROWTH 

If an economy is the matrix of material and financial activity connections between 

commercial, non-commercial and government enterprises that are monitored by the GNP, 

then there are nodes maintained by inputs and outputs. The overall activity level will be the 

balance of increasing activity at some nodes and stasis or decreasing activity at others. The 

overall activity level is of no practical significance except as aggregate. It is sometimes 

associated with 'business confidence'. Growth at a node may be independent of other nodes. 

Other nodes may depend on 'business confidence' to cause their growth. Other nodes lead. 

Construction has been regarded as a leader and this is consistent with the Keynesian formula 

for recovering from depression. 

In between the activity nodes are the interstices of the economy, places without material or 

financial relationship to inputs and outputs. Research activities, health and education have 

some activities that are not monitored directly by the GNP. Their activity levels can grow and 

create employment without GNP growth. Regulation of an economy by attending to GNP 

growth alone will fail to observe interstitial growth.  
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