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Dear Ladies and Gentlemen, good evening.

It is a great pleasure for me to take part in the Society for International Development lecture series on “Common Goods in a Divided World – Challenges and Opportunities for International Cooperation”. I would like to thank the organisers for inviting me to speak on the highly relevant and topical theme of “Sustainable Economic Development in Times of Economic Downturn”. 

In the face of the economic downturn, the way the world deals with the global challenges of poverty alleviation and environmental sustainability has come under renewed scrutiny. 
Contrary to what some have argued, I believe that this crisis represents an opportunity which should not be missed: it is an opportunity to revise our theories, our concepts and our daily behaviour and to review how they interact with the economy, with society and with the environment. 

Indeed, there seems to be an emerging consensus that the economic crisis has generated a window of opportunity to shift the economic paradigm onto a more sustainable path and to reconceptionalise the environment as an opportunity for rather than a constraint to development. 

I will first present the dual threat posed by the economic recession and environmental degradation to development. Let me then share my thoughts on how the economic crisis could generate a new momentum for designing a future global policy of sustainable long-term development.  

Setting the stage: The impact of the economic downturn and and environmental degradation on poverty alleviation and development

On the first point, we need some context for this discussion. 

Never before have we faced an economic crisis of such a speed, scale and severity – certainly the worst since the 1930s. 
The economic downturn has affected economies all around the world but developing countries have been disproportionately affected by this crisis coming on the heels of last year’s food and fuel crises. 
As a consequence, world poverty is rising again. Today, the Millennium Development Goals (MDGs) are further away from our reach than some years ago. 
Most developing countries had been growing at impressive rates during the first five years of this Century, applying responsible macroeconomic policies and managing to pull millions of people out of poverty. 
But now their perspective is bleak: poor countries’ economies are being affected by stagnating remittances, drying-up of capital flows and investment, falling revenues resulting from the contraction in world trade and the commodity crisis. 
By the end of 2009, the loss of overall income for developing countries could reach 750 billion US dollars – more than 50 billion in sub-Saharan Africa. The number of working poor living on less than 2 dollars a day is estimated to increase by more than 100 million and the number of hungry people in the world is estimated to increase by another 104 million. 
While the global economy is showing tentative signs of recovery, millions of people in developing countries are only now starting to feel the full impact of the economic crisis.

***

The economic downturn is a global catastrophe. However, beneath it lies another crisis which has been building up for some time: an environmental and climate crisis. Compared to the economic crisis, this crisis is slow-moving. However, its future consequences might even be worse. 

Poor people in developing countries are already experiencing the consequences of environmental degradation and depletion of natural resources which are essential to their livelihoods and economies. Environmental problems such as biodiversity loss and desertification are today a reality in many of these countries, leading to chronic food insecurity and poverty. 

To give an example, Haiti is one of the world’s poorest countries. The country’s political instability and poverty is directly linked to the degradation of its natural environment. Massive deforestation has left Haiti vulnerable to natural disasters like storms and associated inundations. 

Ecosystem degradation and pollution of water resources have emerged as key environmental and public health issues. As the International Crisis Group, a research group, recently wrote, “environmental problems have been among the roots of Haiti’s social, economic and even political crises (...) consequently, Haiti in 2009 risks further economic decline and possible political destabilisation, compounded by the impact of the global financial crisis”.
 
Evidence shows that in several regions of the world competition over scarce environmental resources can act as a driver of conflict.
Current environmental threats are further exacerbated by climate change. Climate change impacts such as destructive sea-level rise and storm surges, severe water shortages and declining agricultural yields are expected to increase over time further threatening development prospects. According to recent estimates, the livelihoods of one-third of the world’s population could be affected by water scarcity by 2025 and by the end of the century, half the world’s population could face severe food shortages due to rising temperatures. 

“Development as usual” is not an option 

The Secretary General of the United Nations Ban Ki-Moon recently observed that “market turmoil, economic downturns and talk of recession have historically spelt tough times for the environment. At such moments, safeguarding the planet has often been seen as a luxury, and as a burden on economic recovery and development.” 
While in the past, during difficult economic periods, hard choices have been made between economic and environmental values, governments all around the world have become more conscious that the future of economic prosperity depends on a healthy environment. As the science of climate change has progressed and its impacts are becoming more apparent, a consensus seems to be emerging that addressing climate and other environmental challenges is a precondition for sustainable long-term development. 

“Development as usual” without considering environmental risks and opportunities will just not enable us to face this challenge. Poverty and environmental degradation including climate change are closely associated and causally interlinked -- they should therefore be addressed together. This is now more than ever beyond question. 

Towards a global policy of sustainable development

This brings me, ladies and gentlemen, to my second main theme: the economic crisis provides an impetus for introducing ambitious policies to move toward a low-carbon economy that uses natural resources more efficiently.  
In the short-term there is a need to look for win-win opportunities for both economic recovery and the environment. Many OECD and emerging countries (China, Korea, and others) are directly investing through their stimulus packages in cleaner, low-carbon transport and energy systems, “smart’ electricity grids, energy efficiency in buildings, as well as in green research and development (R&D). It is thus important to ensure that economic stimulus packages do not lock in polluting energy technologies and dirty modes of production and consumption.
In the long-term, countries need structural reforms to achieve “green growth”. Green tax reforms and price-based approaches – such as carbon taxes and auctioned permits in cap-and-trade schemes – are critical elements of necessary policy reforms. Taxes and auctioned permits can also help to bring in revenues to invest in energy efficiency, to offset reductions in other taxes (such as on employment), or to contribute to fiscal consolidation. 
Another key element in policy reforms for green growth is to remove environmentally harmful subsidies, especially for fossil fuel production and consumption. This will save money for governments and taxpayers, shift the economy away from carbon-intensive activities and increase overall economic efficiency.
 ***

The OECD Declaration on Green Growth signed in June 2009 is one of the first efforts by an international organisation to define and analyse the policy implications of green growth. Truly sustainable development in a developing country context requires both: 1) low carbon growth strategies including commitments to energy efficiency and renewable energy as well as 2) natural resource management for pro-poor growth which includes the storage of carbon in biological reservoirs such as forests and food security. 
The international community has a role to play in supporting developing countries in their efforts to exploit the opportunities, while minimising the risks, from the transition to a global low carbon economy. 

Furthermore, if poverty is to be reduced, improving the management of natural resources is also critical. The OECD has recently produced “Natural Resources and Pro-Poor growth” (2008) [a copy is available for DSG to show], a publication which looks at how natural resources can contribute to growth, employment, exports and fiscal revenues in developing countries. The publication is to help decision makers in OECD and developing countries to identify and establish the conditions under which natural resources can contribute to long-term pro-poor green growth. 
It highlights the importance of sustainable management of natural resources, identifies key policy challenges and demonstrates how these can be addressed through sound economic policies and better governance. 
For example, to deal effectively with resource overexploitation and environmental degradation, authorities should ensure that stock depletion is monitored and the results made public. They should also establish and enforce rules and mechanisms to govern the use of natural resources. Such regimes should attribute clear access and use rights at the appropriate level. 

Taxes and user fees can also be used to improve natural resource management. For example, admission fees to national or private parks could cover the costs of maintaining them. However, subsidising natural resource extraction generally promotes wasteful use and should be avoided. 
When designing or reforming regimes to govern natural resources, it is important to assess the possible effects on all stakeholders and on the environment

By making investments in the environment a driver for growth, “green growth” could provide a path out of poverty for those who have so often in the past been left behind. While hopefully Haiti might be an extreme example, it highlights all too well the urgency of this endeavour.

Conclusion
Let me conclude by saying that one of the lessons of this crisis is that we are all one. At OECD we are making a major effort to adapt to the new global economic reality. But we must act together, for now we know this is not a “solo” challenge, and surely we all have an important contribution to make. 

Ladies and Gentlemen: development is our shared responsibility. In our globalised and inderdependent world, the success or the failure of developing countries to find their way out of poverty is of singular importance to all of humanity.  A year ago, to challenge the economic crisis, members of the OECD Development Assistance Committee (DAC) reaffirmed their aid commitments and agreed to maintain aid flows at levels consistent with their commitments. 

This crisis is teaching us a great deal about the “togetherness” of this planet. And it is giving us a unique opportunity to produce a stronger, cleaner and fairer global economy.
� International Crisis Group (2009): Haiti: Saving the Environment, Preventing Instability and Conflict, Latin America/Caribbean Briefing, N°20, 28 April 2009. 
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