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Economists assume no changes in types and quantities of materials required to
produce a given output as long as productivity remains the same. Therefore, the same scale of
economy can theoretically be repeated forever, insofar as sufficient products are supplied to
compensate for the materials.

In the context of ecological theory, this assumption is sometimes criticised for
ignoring the second law of thermodynamics, i.e., the law of entropy increase. All economic
processes obey the laws of natural science. They are thus irreversible processes of increasing
entropy. This law sets an environmental constraint on the size of the economy. Nevertheless,
economists assume permanently repeated production processes. Hence they must be accused of
staying in the world of Newtonian mechanics that ignores thermodynamics.

This criticism is valid as economists determine prices in a supply-demand equilibrium.
Since demand and supply are meaningless concepts without quantities, the quantity demanded
and the quantity supplied of each product must be explicitly stated in order to discuss the
equilibrium.

Environmental constraints bring additional quantitative conditions on this world of
equilibrium. As a result, there is no guarantee that an equilibrium can be reached within the realm
appropriate for human society.

Ecologists thus require economics to abandon all notions of “circulation”. But if we
can determine price independently of supply and demand relations, this requirement of ecologists
is going to extremes.

Some heterodox economists calculate prices solely from the ratio of inputs to outputs.
There is no need to specify the quantities of inputs or outputs. In such economic theories, no
problem arises in the price theory even if environmental constraints are put as additional
quantitative conditions.

The law of entropy increase requires economists to abandon a vulgar notion of supply-

demand equilibrium, not the concept of circulation.



