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This paper provides a conceptual framework for building a sustainable society. Past efforts to address sustainability issues (in social, environmental, and economic terms) have tended to be sectoral and superficial. The European Union, for example, has been relying on economic growth as the way to solve the protracted unemployment problem, but it has experienced "jobless growth". The unemployment problem has to do with the behaviour of employers and employees, the underlying social institutions such as social welfare systems and labour market regulations, and the values a society places on such things as social security and labour cost. Without an analytical framework, policy makers will not be able to locate problems in a broad context and their solutions will hardly touch the cross-sector root causes of the problems.





The paper is presented in four sections. Section 1 is an introduction into the framework. To elaborate the framework, Section 2 takes integrated environmental and economic accounting as a starting point. In Section 3 the paper moves into the topic of sustainability indicators which are meant to provide information on social, environmental, and economic aspects of, and progress toward, sustainability. Section 3 also includes a discussion of institutional reforms that are needed to build a sustainable society. The paper ends with Section 4 which is a summary of the paper's major points.





1. The Framework





We are all concerned about problems of unsustainability. We often get together in an effort to find solutions to our perceived or experienced problems and to build a sustainable society. The problems are seen to exist at local, national, and international levels. An increasing amount of data and information is becoming available to describe the problems and support our perceptions. The annual publications "World Resources" by the World Resources Institute, "Human Development Index" by the United Nations Development Programme (UNDP), and "World Development Indicators" by the World Bank, provide related data and information.





Before we seek to find any solutions to any perceived problems, however, we as a society must agree on the problems that need to be addressed. Otherwise, there would be no basis for any solutions to be effective since the society do not believe the problems to have existed in the first place. For a society to identify the problems to be addressed, there must be a social process in which different segments of the society present and debate their perceptions and aspirations. The majority of the society can then establish the problems and subsequently form a support base for implementing solutions to the problems. Availability and publicity of information, education, and awareness-creation will facilitate informed social identification of problems.





Once problems are socially identified, and in the course of finding solutions, we must ask what are the root causes of the identified problems. Major efforts in the past have treated symptoms of problems. Strictly defined protected areas, for example, may have been an appropriate emergency measure to deal with the perceived eminent mass extinction of species, but it is not a long-term solution. The loss of biodiversity has social and economic root causes. Even if the society as a whole places values on equity, our information systems may not reflect such values, and social institutions such as income distribution (formulated on the basis of incomplete or non-representative information systems) may accordingly create inequity which leads to poverty and generates human pressure on habitats and species. Protected areas as a conservation measure fails to touch those root causes.





Human activities appear to be the most common and immediate cases of the problems that are confronting us. In the environmental sphere, for example, excessive logging, mining, and agricultural expansion have led to deforestation, alteration of habitats, and loss of biodiversity. Many natural disasters are now considered to have been human-induced. For example, flood, soil-erosion, and land slides are often the consequences of excessive logging.





But the root causes that drive environmentally damaging activities can be traced to imbalances in the values cherished by a society, in information systems that do not truly represent social values, and in social institutions that enforce inappropriate or non-representative social values. Excessive killing of wildlife happens perhaps because people are poor and have no access to alternative sources of food and nutrition; the existence of poverty reflects either that our society does not value the life of the poor as much as the life of the rich or that our information systems fail to express the society's true values placed on equity. Social institutions based on information systems either express and enforce existing inappropriate social values or fail to express and enforce representative social values, both leading to human activities that cause problems.


 


Information systems are supposed to reflect a society's values, but values can also be influenced by information. History, culture, customs, and beliefs are expressed through information. If people have learned that their ancestors have traditionally engaged in hunting, they may place great values on hunting. If, on the other hand, people have learned that uncontrolled hunting may lead to extinction of species and that there are alternative livelihoods, they may change their values with regard to hunting. Although social institutions can influence human decisions and activities, they may not be able to alter people's fundamental values. Protected areas represent a kind of social institution, for example, but they seldom change the values people place on hunting were they not accompanied by publicity of related information, education, and awareness-creation.





A society's values can be divided into two types: (a) social values, such as equality, women's empowerment, people's participation in public policy-making, future generations' well-being, and altruism for social good; (b) economic values such as costs, benefits, profits, and income, expressed in monetary terms. Social values tell right from wrong and are a function of a society's history, culture, customs, beliefs, availability of information, education, and awareness. Economic values are related to social values and are often a subset of social values. If the society as a whole values a smoking-free environment, for example, the profits of tobacco companies could become zero or negative.





Expressing and enforcing truly representative and informed social values, identified through a social process, is critical for solving problems. In the US, for example, the society as a whole values a non-smoking environment in public places. Social institutions (based on information systems such as opinion polls) enforcing such a social value, such as penalties and prohibition of advertisement, have noticeably reduced smoking in public places in the US. Availability and publicity of related information, education, and awareness-creation not only have helped bring about the change of social values concerning smoking, but also have exerted an invisible yet strong social pressure on smokers in the US.





There are often cases where representative and informed social values are not expressed by information systems and enforced by social institutions. Again in the US, for example, although the majority of the society may value no private possession of weapons, the information systems may not fully reflect such social values and social institutions may be unable to express such values due to vested interests. In such cases, efforts to find solutions should focus on the reform of information systems and social institutions.





Although social values are part of the determinants of human activities, it is the economic values based on market prices that often determine human activities in most societies. In the Nigeria's Okomu Forest Reserve, for example, an old growth forest has been cleared for expanding a rubber plantation because social values placed on the forest by the society are not expressed by information systems and enforced by social institutions; accordingly no economic value is given to the existence of the forest whereas the net profit from the rubber plantation is expected to reach 24.5 million Naira.�





To help save the forest, the society must place social values on the forest in the first place and accordingly give economic values to timber and non-timber products, wildlife, and other forest benefits associated with the existence of the forest so that the cost-benefit analysis has a more complete and more accurate information basis. Researchers have reckoned that the economic values of the forest in the Okomu Forest Reserve reach 35.6 million Naira, which bring the plantation's potential net benefit from 24.5 million Naira to a negative 11.1 million Naira.� With this type of information, had the plantation firm been required by social institutions to pay for this 35.6 million Naira as a cost, the forest would have been retained for sustainable use as it would not make economic sense to turn the forest into a rubber plantation.





Incidents like the Okomu Forest Reserve frequently happen on a much large scale with much greater impacts on nature. If economic and finance ministers or central banks decide to support (through social institutions such as the taxation system) mining and automobile industries, for example, it is because these industries apparently generate greater income than others, say service and public transportation, under the existing income calculation system (an information system). Pollution from these sectors can be felt by people who do value a clean environment, but existing information systems are not able to truly reflect such values; pollution is not priced and paid for by the polluters.





In South America, as another example, foreign mining houses are now given generous tax treatment as an incentive for direct investment. Large scale privatization also aims to encourage the expansion of the mining industry. South America's annual metal export revenues are expected to reach $50 billion by the end of the decade, doubling the current level.� No value, however, is given by existing information systems to the environmental consequences of such expansion. Accordingly, no social institutions are there to enforce the society's values on the productivity of the natural resource base and on environmental quality.





With this introduction, we can now construct a framework for moving toward a sustainable society or the kind of society we want to have.





•	A sustainable society is where we have solved unsustainability problems in social, environmental, and economic terms.





•	Many problems confronting us are human-induced.





•	Human activities are dictated by social institutions.





•	Social institutions are based on information systems, which are supposed to express a society's values.





•	Existing information systems may either truly reflect inappropriate but socially representative values (such as inequity) or fail to truly reflect appropriate and representative social values (such as concern for future generations' well-being).





•	We need to either change existing inappropriate social values through publicity of information, education, and building awareness, or change existing information systems that fail to express appropriate social values.





•	When we get the values and information systems right, we then need to ensure that social institutions operate on the basis of information systems that truly express representative and informed values held by the society as a whole.  





This framework may be illustrated in the following diagram:
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Values -  information systems -  institutions - human activities - problems/solutions
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2. Integrated Environmental and Economic Accounting





Compared to social values, economic values together with related information systems and social institutions have dominant effects on human activities.� Most countries are operating on the basis of market economy or moving toward market economy. Leaving aside OECD countries, all Eastern European countries and an increasing number of developing countries are implementing market-oriented economic reforms. Actions taken under such reforms such as reduction of government expenditures, privatization, currency devaluation, and removal of trade barriers all aim to achieve economic recovery and growth as measured by indicators of gross domestic product (GDP: total level of transactions expressed in monetary terms) and national income (total income generated by economic activities).


 


Of all information systems that express economic values, the System of National Accounts (SNA) has the most significant effects on society, the environment, and economy. The SNA is a set of international adopted guidelines for calculating values of economic activities, expressed by indicators such as GDP and national income. Levels of GDP and national income are not merely used to show the magnitude of money flows in an economy, as was originally intended; they are used mistakenly as indicators of quality of life, welfare, progress, and development. Countries are ranked on the basis of GDP. Governments use GDP and national income information for devising economic policies and for guiding allocation of resources. Donor agencies provide development assistance by looking at the potential of beneficiary sectors to contribute to the growth of GDP and national income. Even an incumbent US President's changes of re-election depends on GDP growth rate. The power of GDP is such that many countries are striving to achieve an ever high level of GDP.





But the current SNA is a fundamentally flawed economic information system that misleads social institutions such as public spending and provides strong incentives for destroying nature. It has two major problems. One is that natural resource depletion and environmental degradation resulting from economic activities are not priced and deducted from GDP and national income; instead, revenues made possible through depletion and degradation are entirely counted as contributions to GDP and national income. The other problem is that revenues generated through government and household spending for protection against negative environmental consequences are counted fully as contributions to GDP and income without costing the consequences in the first place. The resulting overestimation of GDP and national income encourages pursuit of economic growth at the expense of nature. Although societies do appear to place great values on nature's productivity, the SNA as an information system fails to express such values.





Techniques are now available to correct such imbalances in the current SNA. They are collected in the United Nations Handbook on Integrated Environmental and Economic Accounting published in December 1993, which was the culmination of about twelve years of research and experiments. Both natural resource depletion and environmental degradation that have direct economic implications can be priced and deducted from national income to give a more complete and more accurate picture of real economic growth and income, to provide a better information base for social institutions, and to reduce economic incentives for activities that lead to environmental problems. Prices paid to nature can be used  for investing in conservation and maintaining the productivity of nature.





Environmental adjustment of the current SNA can start with a few important environmental sectors. This is happening on an experimental basis in a number of countries already. In China, for example, the net depletion of forests was over US$1 billion in 1988. In Costa Rica, the depletion of forests, fisheries, and soil exceeded US$4 billion during 1970-89, the average of the country's annual GDP. In the UK, the total value of depletion and degradation in the oil and gas sectors alone amounted to £20,289 million in 1990.�





Recently there has been a growing international momentum for implementing and applying integrated accounting by international agencies and governments. In May/June 1995, WWF in collaboration with the European Parliament, the European Commission, and the Club of Rome, organized an international conference "Taking Nature into Account" with a focus on European Union Member States. The conference led to a European Parliament resolution in October 1995 which called on the European Union to implement integrated accounting by 1999.





Also in October 1995, WWF in collaboration with IUCN-The World Conservation Union, National Wildlife Federation, The Bank Information Centre, and the World Bank organized another conference "Accounting for the Future". The conference adopted an International Action Plan, consisting of five action points: to carry out at least 10 country case studies to demonstrate the policy effect of integrated accounting, to set up a training program, to promote application of integrated accounting to policy making, to standardize environmental valuation methodologies, and to develop an international working group to facilitate and promote this reform process.





One month after this conference, in November 1995, major sponsors of the conference plus the United Nations Statistical Division (UNSD) and the United Nations Environment Programme (UNEP) held a working session to develop a coordinated program of activities to implement the 5-point International Action Plan. Various proposals have been prepared and reviewed in the second working session held in March 1996, participated for the first time by the European Commission. Some activities are already being carried out, such as the standardization of valuation methodologies being worked on by the UNSD and UNEP. A coordinated program of activities will be produced in the fall of 1996. The third working session is scheduled to take place late 1996 to resolve issues that can arise from the implementation of specific proposals.





There are three explanations to be made here. First,  economic information systems at micro levels such as cost-benefit analysis are also important as they influence day-to-day business operations and consumer behaviour, but these economic information systems operate within a large national economic information system, i.e. SNA. If, for example, governments decide to support the mining industry by providing tax exemption based on information generated from the SNA, it will direct businesses toward that industry with major social, environmental, and economic implications regardless of microeconomic information systems.





Second, economic values accorded to nature do not represent the full values of nature. Apart from its economic values, nature also has a host of social values including cultural, biological, aesthetic, and other non-economic values that can not and should not all be monetized (what is the point of placing a monetary value on the inspiration a poet gets from an old-growth forest?). Giving money value to nature represents a step toward the correction of imbalances in our society's economic values that fail to acknowledge the productivity of nature, but it alone is inadequate to solve environmental problems. Social values placed on the environment must be respected and expressed through social and environmental information systems in physical and qualitative terms as opposed to monetary terms. Moreover, social institutions must be reformed to enforce both social and economic values a well-informed society places on nature.





Third, a society's social values that influence human activities through information systems and social institutions are not just the values the society places on nature, but also the values the society places on human relations which in turn have impacts on human-nature interactions. Poverty is an example and is discussed early on is this paper. To change behaviour, informed social values on human relations, beyond those placed directly on nature, need to be respected or re-identified, expressed, and enforced.





3. Sustainability Indicators and Social Institutions





The last two explanations lead us to the topic of sustainability indicators which cover the concerns for the environment and beyond. A sustainable society has social and economic objectives in addition to environmental ones. The problems we have to deal with include social and economic problems such as equity and employment. These problems are linked to environmental problems. Inequity has been mentioned as having impact on poverty which in turn affects the use of natural resource and environmental services. In the case of employment, the environmental industry provides potential for job creation. Furthermore, a fiscal neutral shift of tax base from employment to the use of natural resources and  environmental services can both reduce environmental pressure and generate jobs.





Sustainable indicators are the products of a society's broad information system which is supposed to express the values the society places on social, environmental, and economic aspects of sustainable development or quality of life. Integrated accounting is but an element in such a broad social information system and can be located in the matrix presented on the next page (Table 1). In addition to integrated accounting, social and environmental indicators in physical and qualitative terms must also be developed and used by social institutions to express and enforce informed and representative social values that can direct human activities toward a sustainable society. Moreover, economic indicators corrected for economic values of the environment at local and international levels must be developed and used by social institutions to better reflect a society's economic values at those levels.





Table 1. Sustainability Indicators


-------------------------------------------------------------------------------------------------------


			Social			Environmental		Economic


			status/objective		status/objective		status/objective	





Local/sub-		xxxxx/xxxxx		xxxxx/xxxxx		xxxx/xxxxx


national			xxxxx/xxxxx		xxxxx/xxxxx		xxxxx/xxxxx


			


National		xxxxx/xxxxx		xxxxx/xxxxx		new GDP/?%


			xxxxx/xxxxx		xxxxx/xxxxx		xxxxx/xxxxx


			


International		xxxxx/xxxxx		xxxxx/xxxxx		xxxxx/xxxxx


			xxxxx/xxxxx		xxxxx/xxxxx		xxxxx/xxxxx


-------------------------------------------------------------------------------------------------------


Source: author's analysis.





The work on indicators is a social process. First, different segments of a society (conservation organizations, trade unions, consumer groups, women's groups, citizens groups, churches, government agencies, representatives of indigenous people, representatives of disadvantaged people, and other parts of the civil society) at the levels of a village, a municipality, a province, a country, or nations of the world collectively identify and agree on important aspects in the quality of human life and set objectives with timetables for attaining the objectives. Availability and publicity of information, raising awareness of social, environmental, and economic issues can enable an informed social debate.





Second, official statistical offices should provide  indicators on a regular basis to express the socially identified important aspects of a sustainable society and to show where we are via-a-vis socially established objectives.





Third, the media (a type of social institution) should publicize identified indicators and established objectives to facilitate ongoing social debates and to ensure that they truly represent the perspectives of the society as a whole.  





Fourth, the society need to collectively examine existing social institutions to see whether they facilitate or obstruct progress toward established objectives and initiate reforms necessary to strengthen social institutions or removing institutional constraints.





The ultimate obstacles that prevent progress toward a sustainable society are often found in existing social institutions which do not reflect the values cherished by the society as a whole. The majority of a society value equity, yet social institutions such as income distribution tends to favour  the rich and middle class. The majority of a society want to have more jobs and clean environment, yet tax systems in many countries often favour excessive use of resources and punishes employment.





Institutional reform is the hardest part of any effort to achieve a sustainable society because a given set of social institutions often reflect the wish of the elite's vested interests rather than the wish of the society as a whole, even in democratic societies. Does the US justice system, for example, provides more protection for victims or for criminals? Does it reflect the wish of the society as a whole?





How to break this institutional bottleneck? In a truly democratic society, citizens can use their right to demand changes in the existing social institutions to make them respect, express, and enforce the collectives values expressed by the society. In a superficial democratic society, where public demand for change in social institutions is repressed in one form or the other, social disturbance will occur whether one likes it or not. Imbalances cannot hold for long. Ways of correcting the imbalances will express themselves in one form or the other. Rather than allowing violent ways of correcting the imbalances such as criminal activities, governments in those societies should have the vision and courage to take resolute institutional changes in favour of the wishes of an informed majority in a particular community.


 


4. Toward a Sustainable Society: a Summary





A sustainable society is the aspiration of all citizens. At present we are facing social, environmental, and economic problems that prevent us from moving toward such a society. These problems are mostly human induced. But human activities are dictated by social institutions based on information systems that express or fail to express a society's values. Where a society's values are incompatible with sustainability, information systems and social institutions such as education and media should be mobilized to correct those values. Where a society's values are compatible with sustainability but information systems fail to express such values and social institutions fail to enforce such values, the society should collectively reform information systems and social institutions to  remove the obstacles that prevent the society from moving toward sustainability.





As a society's economic values and economic information systems often have a dominant role in guiding social institutions which in turn dictate human activities, an effort should be made urgently to examine and correct such values as needed and to reform economic information systems, particularly the SNA given its overwhelming power, so as to provide a basis for restructuring social institutions. Integrating the productivity of nature into the SNA represents the first step toward value changes.





But addressing the flaws in the existing economic values or economic information systems is inadequate to move the society toward sustainability. First, many social aspects of the environment cannot and should not all be monetized.  Second, in addition to economic attributes, a sustainable society also has social and environmental attributes that cannot or should not all be monetized. Social and environmental indicators in physical and qualitative terms should, therefore, be developed and used by social institutions.





The development of sustainability indicators is a social process. The substantive  participation of the civil society is crucial for establishing a socially identified and agreed set of problems, objectives, and solutions. Information systems and social institutions such as media should facilitate this process by  providing information, developing indicators, and  publicizing social objectives.





The most important challenge for a society to move toward sustainability is institutional reforms. In most societies, there are strong social values placed on sustainability in social, environmental, and economic terms. An increasing amount of information is becoming available to express such  values. Yet social institutions are slow to change to enforce newly emerging social values. In any effort to build a sustainable society, therefore, the focus should be on institutional reforms.


    �The author is a staff member of WWF Macroeconomics Program Office, 1250 24th Street, Washington, DC 20037-1175, USA. Views expressed in this paper do not necessarily reflect the views of WWF.


    �Coates B et al., Cost benefit Analysis of Land Use Alternatives: Okomu Forest reserve (draft), WWF-UK, 1993.


    �Ibid.


    �The Economist, various issues in 1995.


    �For a critique of the SNA, see Fulai Sheng Real Value for Nature, WWF International, Gland, Swizterland, April 1995. 


    �Ibid.
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