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Global Economic Growth Continues
at Expense of Ecological Systems

Erik Assadourian

In 2007, gross world product (GWP)—the
aggregated total of all finished goods and serv-
ices produced worldwide—was expected to
grow 5.4 percent to $72.3 trillion (in 2007 dol-
lars).! (See Figure 1.) This estimate reflects
actual purchasing power in countries (that is,
in purchasing power parity or PPP terms). The
market exchange rate GWP, which is based on
straightforward monetary terms, was expected
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to reach $53.4 trillion, an increase of 8 percent
since 2006.% The projected growth of GWP
(PPP) in 2007 was revised downward from ear-
lier estimates due particularly to economic dis-
ruptions in the U.S. housing market, which also
had ripple effects in other countries, particularly
within Europe and in Japan.® Even with this
late-term contraction, growth in 2007 was still
expected to be higher than the average since
1970.* (See Figure 2.)

The U.S. economy was projected to grow 2.1
percent in 2007, nearly 1 percent slower than
the previous year.” This significant contraction
came in large part from the turmoil felt in the
subprime mortgage sector, with foreclosures,

reductions in residential investments, and de-
clining housing values reducing growth as well
as consumer confidence.® Rising gasoline prices
also had a significant impact.” U.S. economic
growth is expected to slow further in 2008.8

Although the U.S. economy still accounts for
19 percent of the world total, China is closing
the gap—now accounting for 16 percent of
GWP, up from 15 percent in 2006.° China’s gross
domestic product (GDP) grew dramatically in
2007, jumping an estimated 11.7 percent and
making up one third of the projected $3.7 tril-
lion in GWP growth in 2007.'° Increases in
exports and investments drove this expansion.

Growth in China’s GDP, however, has not
come without cost. China is increasingly suffer-
ing from the externalities of economic growth:
politically destabilizing inequality and pol-
lution. Today, only 1 percent of China’s 560
million urban residents breathe air that is
considered safe by European Union (EU) stan-
dards.!? Air and water pollution have led to
numerous occurrences of social unrest.!> And
China is now the leading producer of sulfur
dioxide emissions and has nearly surpassed the
United States in total carbon dioxide emissions
(though not in per capita emissions).'*

The European Union now accounts for 21 per-
cent of GWP, which as an aggregate makes it the
largest economy in the world.'> The EU economy
was expected to grow 3.2 percent in 2007, hav-
ing slowed in some countries due to investments
in troubled U.S. financial markets.®

India’s economy was expected to grow 9.1
percent in 2007, accounting for 11 percent of
total GWP growth—more than the U.S. contri-
bution.!” Growth in the world’s second most
populous nation was mainly driven by domestic
demand.!®

Sub-Saharan Africa was projected to grow
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6.1 percent—with this growth coming mostly
from oil exports and from the dominant South
African economy, which makes up one third of
the region’s gross product.!® Although it is now
growing more quickly than in the past, sub-
Saharan Africa still accounts for just 2.6 percent
of the global economy.?°

Per capita GWP was expected to reach
$10,956 in 2007.%! (See Figure 3.) This was a
growth of 4.1 percent—Iless than total GWP
growth because world population increased by
nearly 77 million people.?? Yet GWP per capita
does not reflect the vast disparity in GDP per
person—even when these figures are expressed
in purchasing power parity terms. In the United
States, GDP per person is $44,974, for example,
while in China the figure is $8,780 and in India
it is just $4,183.%

Economic growth is having a direct impact
on the ecological systems on which the human
economy depends. As the U.N. Environmental
Programme’s recently published Global Environ-
mental Outlook—4 notes, human society is using
the world’s renewable resources unsustainably,
thus degrading farmland and fisheries, rivers
and forests.?* And society is risking a significant
weakening of the global economy if unsustain-
able resource use is not addressed. In particular,
climate change could reduce economic growth
by anywhere from 5 to 20 percent by 2100 if left
unchecked.?

These warnings are not new. In 2005 the Mil-
lennium Ecosystem Assessment made it clear
that nearly two thirds of ecosystem services have
been degraded or are being used unsustainably,
and indicators like the Ecological Footprint
have demonstrated that human society has been
living beyond its means since 1987.2° According
to this measure, humans are now using the
equivalent of 1.25 planets’ worth of resources.?
(See Figure 4.) In short, without dramatic
redesign of the global economy to reduce the
ecological impacts, growth will most likely
plummet—ifor instance, as extreme weather
events disrupt agricultural production, flood
coastal cities, and cause devastating wildfires.

Several analyses reveal that if ecological

7

2007 Dollars

Number of Planet Earths

S o o 9o
S
T

Figure 2. Growth of Gross World Product, 1971-2007

Source: IMF (in PPP terms)
6 | -
4
2
0
1971 1977 1983 1989 1995 2001 2007

Figure 3. Gross World Product Per Person, 19702007
12000

Source: IMF
L (in PPP terms)

10000

B o 2o
o o o
o o o
o o o

2000

0
1970

1980 1990 2000 2010

Figure 4. Humanity's Ecological Footprint, 1961-2003
1.4

Earth’s Ecological Capacity /—'//

= =
o 0N

[=2] ©o
T T

N
T

Source: WWF, ZSL, GFN

0 L \
1990 2000 2010

1960

1 1
1970 1980

WWW.WORLDWATCH.ORG 67

VITAL SIGNS 2009



Global Economic Growth Continues at Expense of Ecological Systems

Erik Assadourian

Figure 5. GDP and GPI Per Person, United States, 1950-2004
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degradation is factored into economic calcula-
tions, true growth is much lower. In 2004, the
Chinese government designed a Green GDP
measure to subtract pollution costs from tradi-
tional GDP calculations.?® The estimate for
that year found that growth would have been
3.1 percent lower if these costs had been
deducted.” Then in 2007, before releasing its
2005 analysis, the Chinese government shelved
this indicator when it discovered that factoring
in environmental costs would have reduced
growth in some provinces to zero.>

GDP is a poor measure of actual economic

progress, as it counts all monetary expenditures
as positive—whether the money is spent on use-
ful goods, such as food or durables, or on miti-
gating social ills that could have been prevented.
In the United States, the nongovernmental
organization Redefining Progress continues

to track its Genuine Progress Indicator (GPI),

a measure that provides a better analysis of
economic progress by subtracting out pollution
and resource degradation, crime, and other eco-
nomic ills while adding in unmeasured benefits
like volunteer work and parenting.>! According
to the most recent analysis, while U.S. GDP per
capita nearly doubled since 1970, the GPI grew
just 13 percent.>? (See Figure 5.)

Recognizing that not all growth is good,
some governments are starting to question
whether economic growth should be a priority
at all. Thailand, for example, has been investi-
gating a transition to a “sufficiency economy,”
where the focus is on poverty alleviation (that
is, targeted growth), economic self-reliance, and
resource conservation.>> While still in the theo-
retical stage, if some pioneering countries move
toward this model, perhaps there will be a shift
away from the unsustainable idea that infinite
growth on a finite planet is a measure of eco-
nomic success.
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