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Introduction
In the ideal world of the neo-classical economists, countries development

strategies are driven by the necessity for infinite economic growth. This necessity is
fuelled by the promise of wealth and capital growth that is believed to bring a decent
standard of living for al people. In this best-case scenario, the benefits to overall
well-being, if any, are closely dependent on the level of material wealth, which
preconditions people’s happiness and enjoyment of life.

In the real world there are quite complex processes at play, which for good or
bad, pose serious limitations and challenges to the “ideal world model” mentioned
above. This paper will argue three points based around the need for a change of the
current economic growth model. Firstly, due to the physical constraints of the planet,
infinite economic growth, as traditionally understood, is impossible. Secondly, it is
doubtful that material wealth provided by economic growth in all cases will result in
higher levels of happiness and spiritual well-being on either micro and/or macro
levels. Various reasons for this will be outlined later. Finally, the paper will suggest
an alternative approach to conventional economic growth models that, besides
providing a discourse towards sustainable economic growth, also suggests ways that
can promote happiness and well-being for al. This approach is called Green Growth.

Through the encouragement of environmentally sustainable economic growth,
Green Growth aspires to eradicate extreme poverty in the region without
compromising the environment. Green growth as a policy approach not only focuses
on environmental sustainability, it is also concerned with suggesting ways in which
consumers can change their approach to consumption, and businesses can change the
way they produce. Through the formulation of Green Growth, the team found that the
prevailing approach to consumption must change in order to facilitate and sustain the
present level of comfort and material well-being in society. Some of the more
commonly utilised tools and disciplines of capitalism were studied to identify benefits
and incentives for the right mix of policy and economic ingruments that could assist
in transforming corporate, personal, and political behaviour for the well being of all.

In order to achieve environmentally sustainable economic growth it was also
concluded that strong and environmentally knowledgeable leadership is essential for
the implementation of social and economic change.



Infinite Growth in a Finite Environment

Since the industrial revolution in the late 18" century, countries have increased
their annual economic output and consumption manifold. Globalization has played a
key role in the expansion of markets from being limited to local/communal trade to
that of a global economy. The opening of markets and the increase of trade and
investment have together created possibilities for fast expansion and rapid economic
growth. This has allowed a number of countries to leap forward, pulling their citizens
out of poverty, and increasing the overall standard of living.

Governmental policies supporting rapid economic growth would be all but ideal
if it were not for the fact that the current manner in which these goals of growth are
pursued ultimately lead to the degradation of the environment. Not much longer will
nature be able to carry the exponential growth in production and consumption. While
this may be a global problem, the Asia-Pacific region in particular is growing beyond
its given bio-capacity. It is estimated that the region will soon struggle to be able to
sustain its current economic growth rates. The increasing pressure on the environment
can be observed using the Ecological Footprint (EF) method:

Biocapacity Ecological Footprint Ecological Deficit

(clobal ha/person) (global ha/person) (global ha/person)
Asia and Pacific' 0.7 1.3 -0.6
Africa 1.3 1.1 +0.2
Latin America 54 2.0 +3.4
North America 5.7 9.4 3
EU(25) 2.2 4.8 2.6
World 1.8 2.2 .5

: Excluding Central Asia and Caucasus
Excluding the latest accession countries
Source: WWF Study, 2006

1
Degspite the region’s high poverty levels, current consumption pressures, as
measured by the ecological footprint, exceed the available bio-productive area

(productive natural resource endowment) per capita in at least 18 countries (see

Appendix 2).",

ESCAP's most recent regional environmental report shows that the
environmental pressures indicated by the ecological footprint are real, and mounting
region-wide. The report documents the stresses on the natural environment, including
continuing land degradation, dramatic declines in fishery resources, and continued
degradation of coastal ecosystems. While afforestation and reforestation have slowed



the loss of forest cover, natural forests are still in significant decline, increasing the
vulnerability of forest-dependent communities, and serving as a major driver of the
rapid global decline in biodiversity. In addition, there have been dramatic declines in
fishery resources and continued degradation of coastal ecosystems." The report also
documents increasing stresses on the human living environment, such as ar pollution,
which remains a defining environmental issue for this region, as well as steadily
increasing greenhouse gas emissions.”

In addition to this, the signs of a global water crisis, which are aso a focus of
the 2006 Human Development Report," are aready evident across Asia and the
Pacific. Although one in three hectares of agricultural land in the region is irrigated,
as compared with one in ten for the rest of the world,"" drought conditions still
depressed agricultural productivity and food security across every subregion. Between
1995 and 2004 more than 600 million people were affected by droughts in Asia and
the Pacific. In 2005, Afghanistan was in the sixth year of its worst drought in 30 years.
In 2004, the drought had reduced cereal production by an estimated 25 per cent and
lowered GDP growth for fiscal year 2004 to an estimated 7.5 per cent (from 15.7 and
28.6 per cent, respectively, in the two previous years)."" In 2005, Australian farmers
seeking to make a living on the driest inhabited continent were in the grip of its worst
drought in 20 years; high rura suicide rates were linked to this drought, a situation
that was replicated in India.

Examining the link between economic growth and environmental sustainability,
the ESCAP report stresses that these environmental pressures are beginning to limit
the region’s long-term prospects for economic growth. The report points out that
water is already a limiting factor for not only agricultural, but also industrial
production.

This environmental predicament leaves us with a number of choices. Roughly
speaking there are two main options and the following scenarios will describe them
briefly. In the first scenario, the countries would keep growing rapidly, but because
they would still adhere to the ‘traditional’ resource intensive modes of production and
consumption, the environmental biosphere necessary to sustain the growing economy
would eventually become depleted, and the economic machine would grind to a halt.

The second option would be less pessimistic in its future perspectives, but it
would necessitate a change in the approach to production and consumption. In this
scenario, production would have to become much more efficient and consumption



would be less wasteful. Economic growth would still be based on production and
consumption, but neither would leave too heavy an imprint on the environment and
the carrying capacity of the biosphere. Economic growth in this scenario would be
sustainable.” Such an approach to economic growth would ideally minimize pollution
and destruction of the environment while at the same time maximize resource
efficiency/productivity. Moreover, this approach would have to include all
stakeholders involved in the production/consumption cycle, and also presuppose a

strong and enlightened leadership in order to induce such market transformation.

The Weaknesses of Markets
The internationalization of markets has significantly contributed to economic

growth. As records of Gross Domestic Product (GDP) demonstrate, high performing
Asian economies (HPAE) have been able to accelerate their rates of growth and
contribute to poverty alleviation,* albeit, most of the world’s poor still struggle to
survive. Markets alone cannot sufficiently handle the task of poverty alleviation.
Even though markets, “... can be used to accomplish many important tasks, [...] they
can’'t do everything, and it’s a dangerous delusion to believe that they can - especially
when they threaten to replace ethics or politics’ X' This is a contentious issue arguing
against the belief that markets alone will regulate themselves and equally benefit
society on alarger scale.

In terms of the environment, the ‘business as usual approach’ has been the
standard procedure for both private and public enterprises. Since the GDP measures
gross production/consumption, a high turnover is seen as positive economic
development. Adding to that, consumers have not been sufficiently educated about the
environmental consequences of waste-intensive consumption promoted by
production/consumption intensive economies. People have become accustomed to a
“use-and-discard” lifestyle without being fully aware that this way of life depletes

nature of its resources and creates mountains of waste.

Ecological Inefficiency: A Failure of the Market and Price
System

Efficiency of resource use is one of the important variables for computing
market price in the current economic system. This price, however, does not reflect the
full costs of the processing of inputs (natural resources) and outputs (wastes, effluents,



emissions). For instance, the use of hydrocarbons as an energy source directly results
in a failure of the self-regulatory mechanisms of the natural system. If the effects on
the natura system from the use of hydrocarbons were internalised into the cost of
production, then a transition into renewables could be more effectively facilitated and
the impact on the environment could be reduced. This transition has yet to occur. And
thus, Asia and the Pacific region in particular is experiencing severe anomalies, such
as extreme weather phenomena, a product of global climate change that consequently
is threatening the mere existence of the entire planet’s ecosystem.

The main fault in the design of the current global economic system is that
economists and politicians alike perceive it as a “self-contained system, which defines
its own operational boundaries and, theoreically, expands both permanently and
exponentially, with constant increases in the throughput of both matter and energy” "

Since the economic system is a sub-system of human society and is functionally
designed to support its existence, the current economic system has reached the
boundaries of the encompassing biological ecosystem, which on its own cannot grow.
Due to the thermal dynamics of the Earth, the expansion of the economic system is
virtually impossible. Society today needs to embrace the approach of ecological
efficiency in the use of natural resources.

In pursuit of ecological efficiency there is a need to internalize the costs of
extraction and processing, but also the ecological costs of usage of natural resources
in the prices of goods, thus making them subject to the processes governing the
markets. As long as the environmental costs are considered as social costs and
externalities, they will remain outside the workings of every transaction occurring in
the market. This distorts the market and creates an ecological deficit, which in turn
has a causal effect on the natural systems balance, often resulting in natural disasters
and calamities. Uncalculated, these consequences bring additional market distortion
by increased and unplanned costs for dealing with the aftermaths of such natural
disasters. Eventually, the real price for using natural resources is paid. However, a
multifold increase of payments for losses and compensations only creates further
disruptions in the functioning of the market forces. Aslong as the true cost of the use
of energy and resources is not reflected in pricing, competition will not be compatible
with the pursuit of sustainability, and this is the true weakness of the current market.

Market failureis, “...aterm used by economists to describe the condition where
the allocation of goods and services by a market is not efficient”.” The lack of



efficiency in terms of environmental sustainability represents a major market failure.
The lack of internalization of externalities in a production setting epitomises such a
failure. While the Asian economies may have been successful in producing
competitive goods and services, the cost of production may only have been low
because “...correspondingly extensive damage to the ecosystems is seldom given a
monetary value. [...] [W]hile technology keeps ahead of depletion, providing what
appear to be ever-cheaper materials” is only a delusion constraining the realisation of
environmental sustainability. These materials “...only appear cheap, because the
stripped rainforest and the mountain of toxic tailings spilling into rivers, the
impoverished villages and eroded indigenous cultures — all the consequences they
leave in their wake - are not factored into the cost of production”

This vicious circle could be reversed mostly through adopting the ecological
efficiency principle in the economic system and processes. This strategy does not
require much additional costs and funding, since choosing, for example a more
ecologically efficient mode of transport such as railway, is going to bring economic
efficiency and reduction of costs of transport in the medium and long run.
Furthermore, opting for eco-efficient modes of transport would substantially
ameliorate congestion costs, which at present in some mega-cities is consuming a
considerable percentage of the GDP"" Once these externalities become internalized
figures in production cost, the private sector will have much more incentive to
develop cleaner production methods, resource efficient production methods, full life-
cycle production strategies, and so on.

Material vs. Spiritual Wealth
The ‘traditional’ resource intensive approach to production and consumption is

detrimental to the environment and, as mentioned above, to economic growth in the
long run. Additionally, other negative side effects of the resource and waste intensive
organization of the economy include the lack of focus on happiness, well-being,
quality of life, and the spiritual dimension of society.

While the high rate of production and consumption can satisfy most material
needs of the people, we have no way of proving if a life saturated with goods, services
and material gadgets is really more fulfilling. In fact, to measure only the GDP of a



country’s economy will only indicate the rate of economic growth. The GDP is not at
all concerned with the overall well-being and happiness of citizens.

The materialistic way of life that industrial capitalism has fostered may have
created a more convenient life for many. An undeniable benefit of economic
development is the improvement of infrastructure, the availability of potable water,
sanitation, and electricity. Conversely, the increasingly fast pace of urban working life,
of wasteful consumption of material goods, of a lifestyle characterized by a high level
of consumption has a negative effect on our well-being. This is evident in the
increasing rates of obesity, psychological disorders, and substance abuse in developed
countries"

The market is not an ethical construct, and without adequate regulation, the
market itself will not seek to distribute goods and wealth equally. Unregulated
capitalism has a way of running rampant, because while the overall access to material
wealth may have increased on a global scale, the gap between haves and have-nots,
the wealth divide, is widening. This can be seen in the most recent report on the
progress of the Millennium development Goals (MDGs) """

Moreover, while industrial capitalism creates wealth, it also promotes values
and lifestyles that are not very conducive for equity. As far back as 1973, the late
economist E. F. Schumacher acknowledged that, “we must [...] construct a political
system so perfect that human wickedness disappears and everybody behaves well, no
matter how much wickedness there may be in him or her” ** Looking at the gravity of
conflicts that erupt between and inside nations it is often possible to find the root
cause of these problems within the unequal distribution of wealth.

After examining the social and environmental costs of the current economic
growth pattern, one can conclude that in order to allow our societies to become
sustainable, we must “...allow for the fact that, unless industry is to be paralyzed by
recurrent revolts on the part of outraged human nature, it must satisfy criteria which
are not purely economic’. ™ Thus, industrial capitalism must not be only
environmentally sustainable; it must also be a means to an end that is not purely
economic and more inclusive of a qualitative measure of well-being.

Adding to this, “an industrial system which uses forty percent of the world’s
[...] resources to supply less than six percent of the world's population could be
called efficient only if it obtained strikingly successful results in terms of human
happiness, well-being, peace, and harmony” . The following graph illustrates that



even though people may have achieved greater levels of wealth, they are no happier
than before.
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Happiness is not dependent on material wealth. It may be necessary to rethink

our definition of growth as to also include qualitative aspects of well-being and
happiness.

Economics: Growth vs. Progress
Critiques of industrial capitalism and economic growth as an indicator for

human development arose after World War 11, but little has been done to drive
towards a fairer and more efficient way to address the inclusion of a valuation of
natural capital™" and resources into companies’ production costs. Furthermore, the
traditional focus on economic growth as a yardstick of development is still central to
economic theory and policiesin Asia and the Pacific.

However, there is hope that things may be changing. A 1995 UNDP report
states, “economic growth is essential to human development. But to fully exploit the
opportunities for improved well-being that growth offers, it must be properly
managed, for there is no automatic link between economic growth and human
progress’.

Nevertheless, “Modern consumer capitalism will flourish as long as what
people desire outpaces what they have. It is thus vital to the reproduction of the
[economic] system that individuals are constantly made to feel dissatisfied with what



they have” " The current economic growth model creates artificial needs and voids
that consumers feel they must satisfy through consumption. This could be compared
to being continuously on a life-support drip from the advertising industry that “creates
gapsin our livesin order to fill them. We buy products, but the gaps remain”

The rise of neo-consumerism in recent years is considered to be rather
controversial and disharmonious with some traditional lifestyles of the Asian and
Pacific countries. This disharmonious clash has facilitated substantial revisions of
national policies and the creation and promotion of new strategies for redefining
national progress, such as the Sufficiency Economy concept of His Excellency
Bhumibol Adulyadej King of Thailand.

It could therefore be a useful suggestion to look beyond GDP in order to find
out whether society is really progressing towards a better life. A new approach would
reguire initiators and support from within in all sectors of society. Policy makers
could support a greening of the economy through tax incentives and feebates™ for
green businesses. Academia could teach the importance of environmentally
sustainable economic growth to future generations. Businesses could undertake more
long-term investments to improve their efficiency of production. In short, there are
many ways to become involved in the greening of society. The next chapter will
explain one possible approach, Green Growth.

An Alternative Approach to Economic Development: Green
Growth

Green Growth is a policy focus. It aims to combine economic growth with
environmental sustainability. Through the encouragement of environmentally
sustainable economic growth, Green Growth aspires to eradicate extreme poverty in
the region without compromising the environment. Green growth as a policy approach
not only focuses on environmental sustainability, it is also concerned with suggesting
ways in which consumers can change their approach to consumption, and businesses
can change the way they produce.

The Green Growth approach proposes a change of attitude towards
consumption, without which it will not be possible to sustain the present level of



comfort and material well-being. Thus, a primary task for politicians must be to seek
the right mix of policy and economic instruments to help transform corporate and
personal behaviour.

On a more intangible level, the green growth concept also strives to advocate a
fourth dimension of sustainable development, the value of spiritualism and a revival
of traditional lifestyle in Asia and the Pacific. Therefore, Green Growth is suggesting
afive-track approach to improving the sustainability of economic growth for the well-
being of all.

The five tracks could be accomplished by several guiding policies underpinning
the measures a green government would need to undertake:

Green Tax and Budget Reform
Development of Sustainable Infrastructure by inclusion of the concept of
ecological efficiency in investment strategies

Promotion of Sustainable Consumption and Production by demand side

management

"Greening" of the Market and Business through market and economic

instruments

Eco-efficiency Indicators as a monitoring tool

Green Tax and Budget Reform: This economic tool promotes a revenue-
neutral green tax and budget reform that uses pollution/emission levels as a basis for
taxes, while reducing income tax. Many tax-and subsidy-policy measures indirectly
promote environmentally damaging activities and thereby undermine sustainable
development. In order to avoid this, more taxes on environmentally damaging goods—
by means of ecological fiscal reform — need be introduced, while counterproductive
subsidies and tax privileges have to be reduced.

Development of Sustainable Infrastructure: An important determinant of
eco-efficiency is the pattern of infrastructure development. As cities grow, highways
lengthen and water, energy, and sanitation services are expanded. The region’s
growing populations are locked into energy and water consumption patterns
determined by the infrastructure delivering these services. Sustainable infrastructure is

an infrastructure which provides increased transport, energy and water services, but



with less consumption of material and other resources, thereby enabling ‘green
growth’ and socio-economic development, especially in relation to developing
countries.

Promotion of Sustainable Consumption and Production: As the current
growth pattern is defined by the sum of production and consumption patterns,
sustainable consumption can be an opportunity for improving the eco-efficiency of
economic growth. Changing production patterns has gained momentum and cleaner
production is relatively enhanced by various governmental initiatives throughout Asia
and the Pacific. Enhancing consumption patterns of society to embrace sustainability
needs to be taken more seriously. Governments should take into account sustainable
consumption patterns when designing development policy, realizing their direct
impact on lifestyle and consumer behaviour. Demand Side Management is emerging
as a tool with critical importance that can regulate and stimulate sustainable
consumption. The role of the public sector should be to creste a conducive
environment for more investment, a necessity for the provision of sustainable
consumption choices and the application of demand side management. Its effective
implementation will require active support from citizen groups and civil society.

“Greening” the Market and Business. Across the region corporations and
small and medium-sized enterprises are becoming the agents of change for
sustainability and have managed to turn protection of the environment through
enhancing the eco-efficiency of their production into a business opportunity. However,
many eco-products cannot pick up speed in the market. There is a need for
government intervention to create markets for green products by introducing a system
of incentives, economic mechanisms and policy, and regulations.

Eco-efficiency Indictors: To enable countries in the region to improve the
ecological efficiency of the national, system-wide economic development planning,
UNESCAP has identified the need to develop the Eco-efficiency Indicators (EEI).
The purpose of the EEI is to measure and compare the eco-efficiency of economic
growth of different countries and to identify policy measures to improve this for
achieving economic benefit. The EEI will strengthen the role of the public sector and
will provide it with powerful policy formulation tools to increase its influence on the
pattern of economic growth of the countries in the region on a national system-wide

level.



Conclusion
This paper has briefly shown two failures of the current approach to economic

growth. The first failure lies in the fact that industrial production and consumption are
too resource intensive and therefore unsustainable in the long run. The second failure
of the economic set-up of society is that it measures growth purely on tangible outputs
and neglects the qualitative indicators such as happiness and well-being.

In order to correct these two failures, all stakeholders that, in one way or
another are involved in the setting-up and maintenance of the economy, need to take
conscientious steps to change their mindset and priorities. The example of the Green
Growth approach its five tracks towards greening the economy for the well-being of
all shows a viable alternative to the current unsustainable approach to growth and
development.

However, to achieve environmentally sustainable economic growth there is a
need for strong and enlightened leadership, which is a decisive factor for social and

economic change of that scale.
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