The Natural Wealth of the World: Reversing the Decline and the Role for UNEP

Background

A country can have an increase in GDP per capita and an increase in the Human Development Index (HDI) but yet experience a decline in the wealth of the country. This was the key message delivered by Cambridge economist, Professor Partha Dasgupta, at the UNEP High-Level Brainstorming Workshop on Creating Pro-Poor Markets for Ecosystem Services, held in London in October 2005. A country’s wealth is defined by Dasgupta as the value of the country’s capital assets and institutions. However, unlike many of the present estimates of wealth, Dasgupta’s notion of wealth goes beyond just manufactured capital to include human, social and natural capital. Preliminary studies suggest that the wealth base of many developing countries is on the decline. The main driving factor causing a decrease in the wealth base is the decline in natural capital which has to a large extent not been compensated by increases in the other forms of capital. Although the impacts of the decrease in wealth may not have an immediate impact on human well-being, it is a trend if left unattended can only over time cause a decline in human well-being.  This finding is to a large extent substantiated by the findings of the Millennium Ecosystem Assessment (MA) which highlighted a 60% decline in ecosystem services.  

Till recently, efforts made by national governments and international organizations have paid limited attention to the importance of ecosystem services and natural wealth in improving human well-being and reducing poverty.  However, understanding changes in the natural wealth of a country is a pre-requisite for not only good environmental policy making but also for human development and poverty reduction policies. It is also a critical element in achieving the objectives and goals of the many Multilateral Environmental Agreements (MEAs) as demonstrated by the MA. There is therefore a real need for a conceptual framework which can provide a solid understanding of the inter-linkages across the different forms of capital and the impacts changes in these capitals will have on human well-being. 

The MA had developed such a framework detailing how decline in ecosystem services can cause a decline in human well-being and an increase in poverty. The MA approach on linking the environment to society was new and novel in many ways. First, the focus was on ecosystem services and not on natural resources or environmental goods. Second, the MA adopted a much broader concept of human well-being and not limiting the discussion within the narrow confines of material wealth or livelihoods. Third, the MA went beyond the traditional notion of just linking environmental goods to material well-being but broadened the relationship to include the links between regulating and cultural ecosystem services with constituents and determinants of well-being like health, security, social relations and the freedom of choice and action. Fourth, the MA acknowledged human well-being as been context specific and that poverty, which defined as deprivation of well-being, as also been context specific. 

However, a review of the MA framework revealed a number of gaps. First, the conceptual framework did not address the issue of capitals. Although there was mention of substitution between some ecosystem services and manufactured capital, it was not explained in a detailed manner and the subsequent analysis by the various working groups of the MA did not really go into much detail into the substitution and trade-off options among capitals.  Moreover, although the concept of constituents and determinants of well-being were used in the framework, there was no reference made to the different forms of capital which are considered in the Dasgupta model as key determinants of well-being. It is therefore difficult to assess and evaluate well-being if there is no information of how the state of the different capitals has changed. 

The second gap is related to the definition of well-being and poverty. Although the MA framework defined human well-being as multi-dimensional and went beyond just the space of income and commodities, the framework fell short of providing a definition that can be used for policymaking purposes. For example, the notion of capabilities as developed by Amartya Sen was used in the MA framework as its definition of well-being. However, the concept of constituents and determinants of well-being as developed by Partha Dasgupta was also used in the MA framework. Furthermore, sustainable livelihoods were also mentioned as a framework for well-being. Each of these concepts have some critical differences and although complimentary in many ways can be problematic if not linked in a holistic manner such that the concepts are linked to each other and a clear message is put across on what is to be measured when evaluating changes in well-being and how the concept of poverty can be defined and measured. 

The third gap is the link between biodiversity, ecosystem functioning and ecosystem services. The point of departure in the MA framework is ecosystem services. But the flow of ecosystem services depends very much on biodiversity and the productive functioning of the ecosystem. Biodiversity is important as it is the founding block of ecosystems and reduction in biodiversity has been known to reduce the resiliency of the ecosystem. Ecosystem functioning and redundancy are some of the critical elements determining the flow of ecosystem services. The links and relationships among these items need to be further explored before policy actions can be created. For example, will be 2010 biodiversity targets actually contribute to ecosystem functioning and therefore ecosystem services? These are questions that need to be answered if we are to look forward to beyond 2010 and what will be the next steps.

The fourth area worth going into more detail to guide policymaking is the inter-linkages, synergies and trade-offs among the natural and social systems. The MA framework was one of the first attempts at making the links between ecosystem services and the constituents/determinants of well-being. It was no doubt a major step in the right direction. However, as all first attempts, there is scope for improvement. Understanding the inter-linkages can be further strengthened with the more concise understanding of the elements of well-being and the relationship between constituents and determinants of well-being. 

The fifth gap and a critical gap which really needs to be filled if useful policymaking is to be developed from the framework revolve around the issue of indicators and benchmarks. Benchmarks are important for evaluation of changes and progress. How do we determine if an individual is poverty stricken? How do we measure a drop in ecosystem functioning? These questions can only be answered if appropriate indicators are identified and developed and benchmarks established for the respective indicators. For example, for income poverty, the indicator traditionally used is the dollar a day poverty line. The indicator is income and the benchmark is the dollar a day. Similarly, for health, the Disability Adjusted Life year (DALY) is used as an indicator and the benchmark commonly used is some monetary value per DALY. 

The sixth area worth exploring further is the development of policy responses to address declines in the natural and social systems. The MA had provided a rigorous analysis of the different types of policy responses that can be developed to address declines in both the natural and social systems. However, the MA did not go into too much detail on the institutional dynamics that underlie the success or failure of the various policy responses.  The juxtapositioning of informal customary institutions with formal legal institutions is an area that needs further elaboration with context in the fair and equitable access to ecosystem services. This is especially critical as it is now becoming to be accepted that ecosystem services will need to be valued if their decline is to be stopped and reversed. The critical question we have to find answers to is how we make sure that these values do not get automatically translated into monetary transactions that may cause some individuals or social groups to be disadvantaged. This is especially so for the critical life supporting ecosystem services. This is an area that will be explored further in this document.  

The last but not the least is the issue of mainstreaming the responses into broader development strategies and poverty reduction strategies. It is of little use if the responses identified are not designed in such a manner that hey can influence the main development frameworks being used in the country. These can include the Sectoral Wide Approaches (SWAPs), the Country Assistance Strategies (CAS), The United Nations Development Framework (UNDAF) and others. This is the weak point in most environmental policy making especially with regards to the MEA obligations that countries have signed. Present environmental policymaking takes a sectoral approach rather than as a cross cutting issue. The document will have a look at recent lessons learnt from attempts to mainstream environmental policies but paying particular attention to the MEAs. 

