
 

 

Whitaker Institute Policy Brief Series 

 

Linking Economic Theory with Sustainable 
Development and Well-Being Indicators 

 

For sustainable development to be meaningful, it must be achievable and measurable 
by some reasonably clear metric or metrics. Economists have long recognised that the 
System of National Accounting aggregates fail to properly measure human well-being. 
Complements and perhaps alternatives to indicators such as Gross National Income are 
required. However, the development of sustainability indicators has generally lacked 
theoretical rigour leading to an incoherent framework for assessment. Arguably, the 
most consistent approach to the issue is the “capital approach” derived from 
neoclassical economic theory and expanded with concepts from the natural sciences. 
The capital approach conceptualises a sustainable development path as one where an 
economy is capable of providing non-declining human well-being to its citizens through 
time. Well-being ultimately depends on maintaining the broadly defined stock of 
capital resources (including natural resources) and technological advancement, 
together referred to as comprehensive national wealth. To operationalise the capital 
approach, measures of the changes in comprehensive national wealth - Genuine 
Savings (GS) - are required. The research provides a methodology to construct Irish GS 
from national data sources and by using guidance from the updated public spending 
code and United Nations System of Environmental-Economic Accounting framework.  
 

Research Findings 
The Irish economy signalled unsustainability as measured by the GS indicator from 
1990-95. The results were driven by high damages from local air pollution, primarily 
sulphur dioxide. The results are sensitive to the choice of marginal pollution damage 
cost. During the economic boom period it appears that Ireland transitioned away from 
an unsustainable path as rapid economic development and rapid declines in total 
pollution damages occurred concurrently. The results show that total aggregated 
pollution damages declined considerably but also illustrate a key issue with a reliance 
on physical emissions without reference to monetary damages. In this regard, carbon 
dioxide damages (in year 2000 prices) were higher in 2016 than in 2005 despite 
emissions being lower in 2016. The same issue was found for Non-Metallic Volatile 
Organic Compounds.  

Policy Implications 
For practical sustainability assessment, no single indicator can provide an all-
encompassing answer but this research suggests potential paths forward for 
sustainability policy and assessment that preserve the link with economic theory. This 
research should also be of particular interest given the commitment in the new 
Programme for Government to develop “new measures of well-being and progress”. 
Policymakers should be cognisant of the theoretical literature that suggests national 
wealth be the focal point. The capital approach is limited in focus on inter-generational 
concerns and is anthropocentric. If one takes a different or broader view of 
sustainability, a strong link that preserves the theoretical strength of the capital 
approach can be maintained through further additional indicators. These additional 
indicators might focus on issues such as current well-being, wider social issues and/or 
ecosystem resilience. The research offers various ways forward for a coherent 
sustainability framework built on the strong theoretical foundations of the economic 
theory regardless of the individual viewpoint of sustainable development.  
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