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Do we need economic growth to live happily and to maintain our wealth and our jobs? Politicians throughout Europe are currently debating this issue and many argue we need to turn away from our “growth euphoria”, including the French president Nicholas Sarkozy, and the German president Horst Koehler (who happens to be an economist and former banker). Meanwhile, the European Commission has changed its economic strategy away from pure growth objectives towards the goal of “intelligent, ecologically sustainable and socially responsible economic growth” for the next decade. I have read many comments of people on websites and columns on the topic, and there seems to be a strong tendency currently to argue against economic growth and in favor of maintaining our current living standards, but in a more sustainable way. The argument goes – money and material wealth are overrated, and focusing too much on economic growth is unsustainable because growth destroys natural resources and our environment.
From my perspective, the current debate mingles and confuses three different questions that need to be clearly separated to come to a sensible answer. First, does economic wealth make people happy? Second, what are the origins of economic growth? And third, can we have economic growth without destroying our planet? Economics and the natural sciences give clear answers to all three questions.
Let’s start with the relationship between wealth and happiness. It is true that absolute wealth does not seem to make people happy. Research has shown that the average levels of happiness in industrialized countries have not increased significantly in the last few decades, although our wealth and our economic living standards grew rapidly. However, what matters for people is their wealth relative to others. Within societies, the poor are less happy than the rich because they are comparing their living standards to each other (Frey and Stutzer 2002). So let’s assume Europe would decide not to grow anymore economically, while the rest of the world would. In a few decades, the already existing wealth gap between Europe and the US would have more than doubled and China and other developing countries would have surpassed our living standards. This would only leave the happiness of Europeans unaffected if we would ignore the trends in the rest of the world. Alternatively, the rest of world would also have to maintain its current level of income without further economic growth. Both scenarios are unlikely. Hence, I don’t think that we could maintain our current level of happiness if economic growth would seize in Europe or if it would slow down to almost zero.
Second, what are the origins of economic growth? Simply put, the true origin of our increasing levels of economic wealth is a resource that I believe is unlimited – human creativity and imagination. These wonderful abilities of humans are the origin of all the innovations that help us make better use of the resources we have, innovations that help us to cure lethal diseases, that improve our quality of life by saving time from things we do not like to do, or innovations that simply entertain us and bring us joy. Economists have a very technical term that summarizes all of that: We call it increases in total factor productivity; and this is the engine of economic growth (Aghion and Howitt 2009). Since humans always have new and more needs, since there are always problems to be solved, and since we have the ability to be creative, economic growth is a natural thing to occur as long as the institutions in place give people the right incentives and the possibilities to exploit their creativity productively. 
This brings me to the third and crucial point – the question if economic growth necessarily leads to a depletion of natural resources and the destruction of our environment. Unfortunately, up to now economic growth is indeed positively related to ever increasing levels of energy usage, which in turn is related to an ongoing depletion of natural resources, the emission of greenhouse gases and industrial waste and pollution. However, unlike the critics of economic growth, I believe that this is not a necessary condition, but rather a temporary side effect of our limited knowledge and our restricted technological capabilities. In other words, it is a problem that can be solved by the very source of economic growth itself – human creativity. In fact, it already has been solved to a large extent because many of the technologies we need to decouple economic growth from the destruction of the environment have already been invented and practically proven. 
Recently, a 2009 Stanford University study ranked available energy systems according to their impacts on global warming, pollution, water supply, land use, wildlife and other concerns. The very best available options were wind, solar, geothermal, tidal and hydroelectric power - all of which are driven by wind, water or sunlight. Prof. Jacobson from Stanford University and Dr. Delucchi from the University of California, Davis, have recently published a technologically and economically feasible plan how these technologies can provide 100 percent of the world’s energy by as early as 2030, eliminating the need for any fossil fuels (Jacobsen and Delucchi 2009). The technologies advocated in their plan are already working today or are close to working today on a large scale and they have near-zero emissions of greenhouse gases and air pollutants over their entire life cycle, including construction, operation and decommissioning. If this plan would be implemented, the main cause for the correlation between economic growth and environmental damage would be eliminated. Their plan is certainly not the only feasible alternative; there are others as well that advocate different mixes of technologies. But the bottom line is that plenty of clean energy is available and accessible to us already today and in the future, thanks to innovation and technological progress, and that we can save the planet without sacrificing future economic growth. At the opposite, if we would make the transition to an economy based on clean energy, this would involve rapid growth of many companies supplying solutions, including those further down the value chain, as well as the emergence of opportunities for many new entrepreneurial ventures. The question today is not anymore if growth without destruction of the environment is possible (it is), the question is how seriously do politicians, voters and consumers want a transition to sustainable technologies to happen. 

My hope is that instead of trying to limit economic growth, politics should encourage and stimulate a fast and radical switch to technologies that will help us to solve our problems instead of creating them. If we do, I think we can live happily ever after, and our descendants will probably laugh at our primitive living standards and technologies.
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