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Savas Alpay's paper purports to evaluate the environmental consequences of economic development and more openness to trade.  More specifically, it attempts to find out  (1) whether economic development (as proxied by GDP per capita) is a significant determinant of environmental sustainability,  (2) whether this interaction shows different characteristics at different stages of the economic development, (3) the performance of IDB-member countries with respect to other developing countries and developed countries, and (4) whether trade liberalization lead to higher environmental sustainability.

The conclusions of the paper are generally optimistic: policy makers in the developing countries need not give up policies toward higher economic growth to protect their environment, and "development and sustainability can be complementary if suitable policies on development and environment are implemented jointly." These conclusions are largely based on the study of a newly developed extensive environmental sustainability index (ESI 2001), the core components of which are (1) the state of the environmental systems, such as air, soil, ecosystems and water, (2) the stresses on those systems, in the form of pollution and exploitation levels, (3) the human vulnerability to environmental change in the form of loss of food resources or exposure to environmental diseases, (4) the social and institutional capacity to cope with environmental challenges; and (5) the ability to respond to the demands of global stewardship by cooperating in collective efforts to conserve international environmental resources such as the atmosphere. More specifically, the paper concludes that per capita income has a very strong and positive relation with environmental sustainability index (ESI).  

I agree that the impact of economic development and trade liberalization policies on the environment is an extremely important and timely issue. I do not share the author's sanguine views, and my comments are divided into two parts: In the first part, I try to go beyond abstractions and look at the actual evidence relating to developing countries. In the second part, I try to place the debate in the context of Islam--since (though the paper makes no mention of it) this is the theme of the conference.

There are a number of things to be said about the actual conclusions of the paper. First, one may question the relevance of too high a level of abstraction to actual policy issues. Setting up a growth/pollution dichotomy obscures the truly interesting question about the type of development that should be pursued: there is more to policymaking than making a choice between economic growth and pollution on the one hand, and no economic growth/no pollution on the other hand. In addition, one may argue with the broad characterizations of countries. The "IDB members" category, comprising 50-plus countries is quite heterogeneous, ranging from sparsely populated oil producers to resource-poor countries struggling with endemic poverty. The only subgroup identified in the paper is that of African members of the IDB. 

Second, there is an implicit assumption of substantial autonomy in the choice of policies.  Although the author considers that "social and institutional capacity is a problem almost for all (IDB) member countries," he concludes that IDB governments should somehow devise a promising mix of growth and strict environmental protection. The conclusion seems based on the fact that "per capita income has a very strong and positive relation with environmental sustainability index." As every social scientist knows, correlation is not causation.  For the world's richest countries, the road to environmental sustainability was a bumpy one. Environment-friendly policies did not simply accompany rapid industrialization; they were the result of protracted battles waged by environmentalists and other groups against the business community. To be sure, wealth creation afforded, albeit at a much later stage, the luxury of absorbing the costs of environment-friendly policies. But other factors were at play as well: the richer countries moved up the specialization ladder toward services and knowledge-intensive industries, leaving the polluting ones to others. Also, increased wealth transformed demographic patterns, reducing the pressure on the environment. The suggestion that developing countries could somehow skip that phase, or learn from the experience of industrialized countries is belied by the realities of the global economy.  

Indeed, from the standpoint of developing countries, globalization has resulted in the loss of autonomy. Countries that did best in the 1990s could not resist a Faustian bargain: they would experience growth in exchange for subjecting themselves to the whims of the global investment community. To use Thomas Friedman's terminology, a "golden straightjacket" constrains the choices of governments who find themselves at the mercy of an "electronic herd" consisting of global investors and financiers. This "herd" is constantly making decisions about where to invest, and has a predilection for low-cost, investor-friendly countries.
 Given the competition of countries for scarce capital, considerations of equity and ecology are likely to fall by the wayside.

To be sure, globalization has been accompanied by a legitimizing and reassuring discourse. For one thing, the decade of the 1990s marked the triumph of the "win-win" rhetoric against the reality of a "winner-take-all society".
 Market solutions were promoted by multinational corporations, governments and international organizations through myriad mechanisms, ranging from structural adjustment policies to the new global media. Inconvenient truths were buried under grand promises. Many countries paid a price in believing that their economic "virtue" would be rewarded: many Asian countries in 1997, Argentina in 2001, to cite just a few examples thought they were doing what the "global markets wanted".
 

The reality is that sustainable development, global social justice and the eradication of poverty cannot be achieved solely or even primarily through market mechanisms. These are global public goods obtainable through cooperative arrangements involving governments and a commitment to values that transcend mercantile preoccupations. They require autonomous states and close international cooperation. At a time when foreign aid is reduced, when privatization is sold as an all-around panacea, and when the United States is reneging on its international commitments, such public goods cannot be provided. Clearly, there are two opposing perspectives, one purely economistic, another humanistic--Davos vs. Porto Allegre--although the rhetoric can confuse the debate.  

In a recent article, former United Nations official Sadruddin Aga Khan puts it bluntly: "The dogma of sustainable development is inherently misleading, and now deludes us the way that the flat earth theory once did, but with implications far more dangerous for our future survival. Despite all the rhetoric about basic needs and poverty alleviation, the number of people in extreme or absolute poverty increases over several decades officially dedicated to development. Sustainability has become a pious invocation, rather than the urgent call to action it should be. Those who promote sustainable development often do so while pretending to provide benefits to the poor nations of the South. Yet 80 countries now have per capita incomes lower than they had a decade ago, and the number of people living in poverty, defined as under a dollar a day, is stuck stubbornly at 1.2bn, while almost 3bn earn less than two dollars a day." He adds: "Sustainable development has been diverted by business, which has equated it with sustainable growth - an oxymoron that reflects the conflict between a mercantile vision of the world and an environmental, social and cultural vision. It has become a mantra for big business and multi-national corporations, unwittingly encouraging the gradual take-over of the environment movement by "corporate realists".

Indeed, many neo-liberal policies are now cloaked in a rhetoric of sustainable development, thus blurring the distinction. Insofar as Sadruddine Aga Khan is the uncle of the head of the Ismaili community, this provides a good transition to the second topic I would like to address, which is also the theme of this conference: where does Islam fit in this debate on sustainable development? The following discussion contrasts the dominant neo-liberal perspective with the Islamic view.  Two lines from the 1980s summarize the neo-liberal mindset, Margaret Thatcher's "There is no such thing as society", and financier Ivan Boesky's "Greed is good."


Islamic on the other hand is squarely on the side of altruism and public goods. There are 61 references to the earth in the Koran, and a number of verses dealing with what we call today sustainable development (for example 3:83, 7:85, 7:129, 11:61, 13:8, 20:53-54, 23:84-85, 29:20). And although Islam has a positive view of business enterprise and private property, it is unambiguous about the fact that property rights come with the responsibility of custodianship. In the Islamic tradition, certain resources, such as water, land and fire (now commonly equated with energy) are regarded as public goods. The principles of unity (tawheed), benevolence and justice (al-adl wal ihsan) suggests that ecological and social harmony are essential. "Gifts of God" ("naamatullah) include natural resources. Finally, many of the more practical injunctions of economic Islam, from riba to zakat, aim to eliminate exploitation and alleviate poverty.


Since the paper I am commenting on is squarely based within the economic tradition, I will conclude these comments by putting in perspective the contrast between the standard secular economic perspective ("homo economicus") and the Islamic perspective ("homo islamicus").
 The assumption of altruism is what most professional economists object to. One of the basic propositions of the "science" of political economy in the eighteenth and nineteenth century—and later of the discipline of economics--is that the sum total of selfish acts constitutes the common good.  Acknowledging the "dark side" of human nature, a new breed of intellectuals argued in favor of "pitting greed against greed", of "turning private vices into public virtues" and of letting "interests" rather than "passions" rule.
 In dealing with the age-old issue of scarcity, they stressed the role of selfish and rational individuals.  The central proposition of free market economics is that by pursuing their own self-interest, people confer countless benefits on one another. In the famous formulation of Adam Smith (1723-1790), "It is not from the benevolence of the butcher, the brewer, or the baker, that we can expect our dinner, but from their regard to their own interest."
  

For its critics, the major flaw of Islamic economics is the assumption of altruism. In the words of Timur Kuran, “The primary role of the (behavioral norms of Islam) is to make the individual member of Islamic society, homo islamicus, just, socially responsible, and altruistic. Unlike the incorrigibly selfish and acquisitive homo economicus of neoclassical economics, homo islamicus voluntarily foregoes temptations of immediate gain when by doing so he can protect and promote the interests of his fellows.”
 The core problem of political economy, that of scarcity in a world of self-interested actors is abolished by assumption since it is solved by the diffusion of selfless behavior. Richards and Waterbury write: "The Islamist position is that harmony and social order will be achieved by the promotion of individual virtue--by individuals' altering their behavior to conform with Divine Revelation."
 Insofar as God has created everything in the right amounts to meet human needs, scarcity is an unnatural condition caused by greed and avarice. Under normal circumstances, altruism, sobriety and virtue are expected, all the more so since the human being is God's "Khalifah," or vicegerent on earth (2:30)
 and the resources at his disposal are only a temporary trust (57:7).
 

Still the two perspectives have a number of things in common: a positive view of enterprise, private initiative and private property as well as the sanctity of contracts. They differ primarily to the extent that Islam adds an ethical and social dimension that conventional economics usually lacks. Modern Islamic economists have paid special attention to “falah,” or “well-being.” 
 By one definition, “Islamic economics aims at the study of human falah achieved by organizing the resources of the earth on the basis of cooperation and participation.”
 Incorporating moral as well as material well-being, falah refers to the welfare of the community.  

In sum, a discussion of economic development, openness to trade and environmental sustainability in the Islamic world should go beyond generalities, address concrete issues, avoid confusing language and incorporate recent advances in Islamic economics. 
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