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Summary





Global economic expansion over the last three decades has failed to achieve equitable improvement in the quality of human life within the carrying capacity of supporting ecosystems. Economic growth has been highly uneven among regions and country groups. Growth has been accompanied by polarization in human development and the deepening of an ecological crisis. Such imbalances have thrown doubts upon the validity of the dominant economic development model and have lead to society’s demand for sustainable development.





1. Economic Expansion





Over the last 30 years, the world economy has gone through an enormous expansion, as reflected in the growth of trade, private capital flows to developing countries, and the world output, among other major indicators. 





Trade. The volume of world export was growing at an annual average of 6.7 percent during 1965-1980, 4.7 percent during 1980-90, and 6.0 percent during 1990-95.� The total volume of world trade (in terms of either export or import) was over US$5 trillion in 1995 in contrast to US$2 trillion in 1980.� This rapid growth of trade is depicted in Chart 1.
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Capital Flows. Private capital flows to developing countries have also grown rapidly in this period. Net foreign direct investment (FDI) increased from a little over US$2 billion in 1970 to more than US$95 billion in 1995.� Portfolio equity flows increased from nil to US$32 billion during the same period, although such flows slipped in 94-95 reflecting the volatile nature of the equity markets.� In 1992, total private capital flows started to dominate aggregate net long-term resource flows to developing countries.� In 1995, more than 70 percent of such flows came from the private sector.� Chart 2 depicts the rapid growth of FDI and portfolio equity flows to developing countries from 1970 to 1995.�


Output. Fueled by increased world trade and private capital flows to developing countries, world output has expanded exponentially in the last 30 years (see Chart 3). The world real GDP grew from US$2 trillion in 1965 to US$28 trillion in 1995.� Divided by population, the world average per capita output grew from US$614 in 1965 to US$4,908 in 1995.�
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The aggregate figures of global economic expansion, however, do not show the disparities across regions and country groups. The export of East Asia and Pacific economies, for example, grew at an annual average of  9.3 percent during 1980-90 and 17.8 percent during 1990-95.� In contrast, export of Sub-Saharan Africa during both periods was growing at 0.9 percent only.� In 1995, high income countries accounted for 77 percent of the world’s merchandise export.�





Likewise, private capital flows to developing countries are highly uneven. The low and middle income countries as a whole, for example, received US$95 billion of  FDI in 1995.� More than half of this amount flew to East Asia and Pacific economies, 18 percent to Europe and Central Asia, 24 percent to Latin America and Caribbean, only 1.9 percent to South Asia, and 2.3 percent to Sub-Saharan Africa.� In Middle East and North Africa, there was a net outflow of FDI in the amount of US$347 million.�





There are also disparities in the distribution of world output and income (see Chart 4).� In 1995, of the nearly US$28 trillion world GDP, over 80 percent was in high income countries whose population is less than 16 percent of the world total.� In terms of per capita income, high income countries attained US$24,930 in 1995 as compared to only US$350 in South Asia and US$490 in Sub-Saharan Africa.� 





3. Human Development





Global economic expansion over the last 30 years has contributed to the improvement in the average level of human development worldwide, as shown in the increase of the Human Development Index (HDI) from 0.392 in 1960 to 0.746 in 1993, but the average improvement does not show the disparities across countries and the plight of many in both industrial and developing countries.� Average improvement in per capita income, life expectancy, infant mortality, access to safe water, adult literacy rate, enrollment ratio, etc. conceal the declined quality of life for many disadvantaged groups.





Take per capita income, life expectancy, and infant mortality, for example. The world average per capita income had grown to US$13,010 by 1995.� But 1.3 billion people - one out of every  three people in the developing world - live on less than a dollar a day in purchasing power terms.�  Life expectancy at birth in developing countries as a group increased from 55 years in 1970 to 64 years in 1995, but it is only 52 years in Sub-Saharan Africa. Infant mortality rates in developing countries as a group dropped from 107 per thousand live births to 60 during the same period, but the rates stay over 90 per thousand live births in Sub-Saharan Africa and 70 in South Asia. 





The disparities also exist within the industrial world. Per capita income has reached US$25,000 in high-income countries, but 100 million people live below the official poverty line, 30 million are out of job, and the bottom 40 percent of the households receive 18 percent of total income.� Life expectancy has increased to 75 years, but two million people are infected with HIV.� The HDI for industrial countries as a whole improved from 0.798 in 1960 to 0.909 in 1993, and yet 130,000 rapes are reported each year and more than 5 million are homeless.�





3. Environment 





Global economic expansion has also been accompanied by growing environment threats, reflected in soil erosion, deforestation, desertification, biodiversity loss, water shortage, pollution, climate change, among others. It is not necessary to exhibit all the data on these issues to demonstrate the significance of the threats; information is readily available in such annual publications as the World Resources by the World Resources Institute and World Development Indicators by the World Bank. A brief review of the situations concerning forests, water, pollution, and climate change may be sufficient to highlight the threats.





Forests. During 1980-90, 133,400 square kilometers (the size bigger than the surface area of Greece) of forests were lost each year.� In that one decade alone, forests more than twice the surface area of South Africa had disappeared. It is estimated that 65 percent of the original wildlife habitats in tropical Africa and 68 percent in tropical South and East Asian countries have already been converted to other uses.�





Water. During 1990-95, 30 percent of the population in the developing world (about 1.7 billion people) had no access to safe water.� The situation is worse in least developed countries and Sub-Saharan Africa, where the percentages are 48 and 55 percent of their populations, respectively.� Two billion people still live without sanitation.�  





Pollution and climate change. Air pollution is harming the lives of 1.5 billion people.� Carbon dioxide concentration in the atmosphere has increased by over 12 percent in the last thirty years, thanks to the doubling of the carbon dioxide emissions during that period.� Global warming is “no mere scare story” any more.�





4. Development Model





These global trends - rapid economic expansion, increased polarization in human development, and growing environmental threats - have to do with the prevailing economic development model characterized by reliance on market for allocation of resources. Rapid increase in global output is associated with the expansionary nature of market. Polarization in human development reflects one of the major weaknesses of market: the inequitable distribution of wealth within and across nations, given the imperative of achieving efficiency and the tendency of capital concentration. Global environmental threats reflect another weakness of market: it is not capable of taking into account environmental and other social consequences of economic activities.





Two additional observations for discussions. First, inequity within a nation-state might be reduced through the creation of welfare states and through the promotion of trade and multinational corporations, as has been the experience of some industrialized countries, thereby transferring domestic social conflicts onto the international level. Inequity across nation-states, however, is more difficult to resolve, given the tendency of market to expand globally and the absence of a world government to redistribute wealth.  





Second, with growing social pressure, domestic environmental consequences are increasingly being checked through state intervention in industrialized world. But they largely remain outside of the concerns of the market economy as practiced in much of the developing world and transition economies, where weak environmental standards benefit multinational corporations. These countries may eventually address domestic environmental problems, but global environmental threats are more difficult to resolve, given the absence of an effective international environmental protection agency.     





In conclusion, under the prevailing economic development model, policymakers have few options to achieve sustained and unlimited economic growth, social equity, and environmental integrity all at the same time. Social equity and the environment are usually sacrificed for achieving growth. When domestic social tolerance reaches its limit, the environment is usually sacrificed for attenuating social discontent while allowing growth to continue. Where the issues of both social equity and the environment appear to have been addressed at the national level under growing social pressure, the problems are simply transferred to the international level through trade and investment.





5. Sustainable Development


    


Accompanying the rapid economic expansion, increased social polarization, and environmental deterioration in the last three decades has been society’s growing demand for sustainable development. A few landmarks can be highlighted to illustrate the evolution of the sustainable development concept:





The publications of Silent Spring (1962), The Population Bomb (1970), and The Limits to Growth (1972) reflected growing concerns of the public in the West about the pressure of human population and consumption behavior on the earth. 





The UN Conference on the Human Environment (the Stockholm Conference) in 1972 represented the first international response to such growing concerns. UNEP was established to coordinate international environmental actions and accords. 





In 1980, the World Conservation Strategy published by IUCN, UNEP, and WWF articulated for the first time the concept of sustainable development: “Development is defined here as: the modification of the biosphere and the application of human, financial, living and non-living resources to satisfy human needs and improve the quality of human life. For development to be sustainable it must take into account of social and ecological factors, as well as economic ones; of the living and non-living resource base; and of the long term as we as short term advantages and disadvantages of alternative actions.”�





In 1987, the publication “Adjustment with a Human Face” by UNICEF and FAO documented growing poverty and distributional inequity in developing countries going through macroeconomic reforms necessitated by the debt crisis. 





The World Commission on Environment and Development (WCED or the Brundtland Commission) produced its 1987 report “Our Common Future” and defined sustainable development as: “development that meets the needs of the present without compromising the ability of future generations to meet their own needs.”� 





In 1991, IUCN, UNEP, and WWF in the second world conservation strategy “Caring for the Earth” refined the concept of sustainable development: ”improving the quality of human life while living within the carrying capacity of supporting ecosystems”.�





The 1992 United Nations Conference on Environment and Development (the Rio Conference or the Earth Summit) was the culmination of decades of awareness-raising about sustainability among policy makers at the highest level. Outputs include “Agenda 21”, “Earth Charter”, and climate and biodiversity conventions. UNCSD was established. 





Specific definitions of sustainable development may vary from place to place, but three basic dimensions of the concept have been accepted by the international community: economic, social, and the environment. The Chinese government, for example, interprets the concept to mean economically, socially, and environmentally coordinated development. The World Bank, as another example, now talks about environmentally and socially sustainable economic development. It is also accepted that sustainability in one dimension alone is not possible; the three dimensions are inter-dependent. The question is why the three dimensions have not been coordinated in the past and how to coordinate them in the future.
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