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Economic growth has long been a central issue in economics. Adam Smith, for 

instance, attempted to determine the factors that led to the wealth of nations and concluded that 

low taxes, peace, and a workable system of justice would lead to economic growth. Clearly, 

economic growth remains a central issue in modern economics. For example, as Lucas (1988) 

points out, ‘once one starts to think about them [economic growth], it is hard to think about 

anything else’. However, little attention was given to the relationship between economic growth 

and the environment until recent decades. Rapid economic growth tends to be detrimental to the 

environment due to the greater use of natural resources and the higher level of emission of 

pollutants. Hence, the issue arises of a potential conflict between economic policies and 

environmental quality. 

Economists are interested in technology for analyzing the cause of long-run  

economic growth over time. In the recent literature on economic growth and the environment, 

the environment’s ability to absorb pollution has been added to the analysis (Brock and Taylor, 

2006). However, the literature on economic growth and the environment mainly focuses on 

technological improvements on the production side. Thus, we may conclude that economic 

growth could continue without bound if the increase in productive capacity allowed for both 

consumption growth and improved environmental quality. 

The Brundtland report on Our Common Future (WCED, 1987) defines sustainable 

development as ‘development that meets the needs of the present without compromising the 

ability of future generations to meet their own needs’. This definition is ambiguous and raises 

more questions than it answers. A more precise definition would, for example, require utility 

levels, resource stocks or total capital stocks including natural capital and human capital to be 

non-decreasing over time. Thus, sustainable paths would confront standard optimal solutions as 
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formalized in the traditional theory of economic growth. 

 
 
 
 

 


