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Adapted from a diagram by Jerry Hembd, UW-Extension Northern Center for Community Economic Development.

ñMarket prices are the signals by which the market 

regulates itself. é The economic system lacks a well 

developed mechanism for sensing the condition of the 

environment in which it is embedded.ò

Robert U. Ayres, Information, Entropy, and Progress,  page xvii, (1994) 



11/5/2007

3

ñMarket prices are the signals by which the market regulates itself. é The 

economic system lacks a well developed mechanism for sensing the condition of 

the environment in which it is embedded.ò

Robert U. Ayres, Information, Entropy, and Progress,  page xvii, (1994)

ÅIn many ways, ñsustainabilityò is a general word for the 

developing effort to remedy the flaw Ayres pointed out. 

ÅSustainability is an attempt to address ñmarket failureò, i.e., 

the term used by economists for the condition where the 

allocation of goods and services by a market is not efficient. 

ÅIn this case, a situation where significant costs are 

externalized to health and natural capital goods and services, 

without repayment or replenishment, is not sustainable.

Example:

ñThe science tells us that GHG emissions are an 

externality; in other words, our emissions affect 

the lives of others. When people do not pay for 

the consequences of their actions we have 

market failure. This is the greatest market failure 

the world has seen. It is an externality that goes 

beyond those of ordinary congestion or 

pollution, although many of the same economic 

principles apply for its analysis. 

This externality is different in 4 key ways that 

shape the whole policy story of a rational 

response. It is: global; long term; involves risks 

and uncertainties; and potentially involves major 

and irreversible change.ò
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Defining Sustainability:

It  has many definitions now.

BUT, the definitions of it that have rigor have 

shared characteristics.

Defining Sustainability:

ÅIt is a work in progress

ÅIt involves a systemic, multi-linear view

ÅThe economic shares characteristics embedded in and part of 

the cultural realm.

ÅBoth are dependent upon natural capital and services for 

their very existence.
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Defining Sustainability:

ÅThe solution search space addresses not only now. It also 

requires analysis of the effects of decisions on future 

generations and conditions, and not limiting future options to 

adapt to new conditions.

ÅThe understanding that energy is not only the power to do 

work. Energy is also, through production and process 

ñembeddedò in what we make. 

ÅTherefore, energy efficiency must address both the 

conservation and use of power, and the manner of 

production, recycling, and re-use of that material and energy.

One of the definitions that meets these criteria, and in addition, 

provides a framework for application to real problems, is
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Beginningsé

Karl-Henrik Robèrt, M.D., Ph.D was one 

of Swedenôs leading cancer researchers. 

Robèrt came to realize that there are 

basic realities of the environmental 

problems of the planet that are true for 

everyone, no matter their political views.

Certain facts can be established, based 

on current knowledge. He realized that if 

people could agree upon something, it 

might result in action. 

http://www.context.org/ICLIB/IC28/Robert.htm

He wrote a paper and sent it to top international

scientists, seeking such a consensus. 

He asked them to correct the errors in his paper. 

Twenty-two drafts later he had consensus. 

Robèrt consulted municipalities, businesses, 

government departments, environmental 

organizations, and the arts community. 

He got the support of the King of Sweden.

The Natural Step was launched with attendant 

television coverage and distribution of educational 

material to every school and household in 

Sweden.

http://www.context.org/ICLIB/IC28/Robert.htm

http://www.context.org/ICLIB/IC28/Robert.htm
http://www.context.org/ICLIB/IC28/Robert.htm
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ÅIn 1989, Robert started The Natural Step 

as a non-stock corporation in Sweden.

ÅIt spread quickly in Swedish society, 

including local governments and 

businesses.

ÅA local municipality of 5,000, 

Övertorneå, in rural Northern Sweden 

adopted it as part of an ongoing economic 

development planning process. This has 

spread to over 60 other municipalities in 

Sweden. More on this lateré

ÅIn early 1990ôs it starts to spread in 

Europe and Japan primarily via large 

corporations.

Note: 

A ñmunicipalityò in 

Sweden is the local 

government, and does  

not mean ñcityò. 

There are 290 of them, 

grouped into 21 counties. 

The majority of tax 

money in the country is 

controlled at the 

municipality level.

ÅIn 1993, American entrepreneur Paul Hawken 

(founder of Smith & Hawken, among other 

businesses), introduced the United States audience 

to The Natural Step in his book, The Ecology of 

Commerce.

ÅA scientific conference at the Wingspread 

Conference Center in Wisconsin endorsed it in 1997.

ÅHawken and others worked with a group of large 

corporations (Monsanto, Interface, GE, Toyota, Nike

and others).


