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Economics of Sustainbility —

A Theoritical Perspective

5N Susumar®, 5 Balaselaran®, 5§ Chandrachud®
+Prafessor and Head Ecomomics Dept. TTETAS, Chenna <Research Scholar REM
Frvekamanaa Coilege, Chennar, *Profezsor, Economics Dept FISTAS, Cherma
ABSTRACT

Success of the uman life reliss on the nustamability of peoples standard of Lving. Defiming the term
sustaimability = a difficult task as it i complex in natars. Thi: study is an attempt to project, pew hypotheses
i the term sustainakility, by nsing nataral and warmanted srowth rates. The mmique concept of this ressarch
it to infroduce a new concept called “SNGS Meanurement” for Sustainability. Thiz stody also throws lisht on
the link betwesn the prezent and fobare seneration in tenms of sustainakility in nahoral resparces. Production
iz meaningfil only when consumption is made and consamption without production leads to scarcity:
Therefore the present theory mitiates the concept of sustamability which orvalves in three aspects, firsthy,
the problams of distribation equity between mber and infra generations, secondly linkage of productions and
produoction efficiency and finally, replacement of nataral and artsficial resources.

Keywords: Swstamabilitg Newral rerowrcss, SN Meacurament Environment Fufure.

INTRODUCTION

The concept of sustairability of sustaimable growth
iz very comaplex, subjective and an abstract Common
men do not koow what f may mean and what its
mmplications misht be. TNESCO document states that
every generation should leave water, ar and z0dl and
other matural respurces as pure and mpalloted to the
fahare gemeration It precisely states that each geremation
should leasem- diminizhed Ao and fura tothe yourger
semeration. Dhoss it mean that prezent generation should
not construct boildmes, road and dams? Is it oar moral
obligation to preserve our flora 2nd faura to the future? It
1= our sacrifics to the fohme seneration I= ot comspul:ory
i share the emaronment with the fufure? In fact it iz an
obligation to conduct cursehres m soch a way to leave
the mndamazsd environment to the fomre It plies
that we should ot :atizfy ourselves by mpoverishing
our successor But we do not know the presest optmum
consumption that preserves an wmpolloted smironment
i the futurs. Another point which relevant to this is that,
we do not know the type of technolosy and consumption
pattam and requirement of the future gemeration. Mo
idea about the taste and preference of fiohare generation.
Ome thing, however, we noust realize that we should not
live at the expenze of funwre well-being Sustairability is
2 problem becauss each of us knows that we profit at the
expense of the fufure®. In fact, we have free ride on sach

other and we have fee nde on the fsture. Enviromment
iz the baze for our survival bt it should not bacomss the
matter of survival for the fishwre. It is like a legacy, one
should preserve the fohare

ISSUES IN SUSTAINBILITY

Sustamabality iz 2 matter of distributiomal equity
between the present and the fiohare It i3 about sharmg
of well-being betwesn prezent gemeration and fobare
generation. [t 2 a matter of promoding oo walfars
withowt affecting the well-being of the futare generation
Sustamakbde development is a point at which the neads of
the present peneration are fulfilled without compromizng
the ability of fubore peneration to meet thedr onn needs®.
Achievement of sostainakility iz eguify between both
within the gemeration and acro:s the gemeratiom, ie
It iz the optinmen utilization of nahual resources m the
present and fubare. It is a matter of squity rather than
efficiency according to Howarth and Morzaard *

People, by and large, put more emphasis on equsty
between generation, rather tham squity across 2 given
generation, it doe: not mean that [atter i= not mmportant
The World Commission on the Envirommest and
Development (The Brundtland report) in 1687 stated
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scquity are important. Those who talk and raise the issus of
sharmng river and growsd waser, forget te share, they oo
leave 1o the fture generation. Now, the tergeseration
svironenental disputes are in the lmelight However
sustainabiliey demands more attestion cn the equitable
shares betwesn the generations.

Whatweusaup some resouscss which sseraplaceable
whaether it is mineral, asimal or sy other ssvircnmental
amanity, then we should provide replacement for squal
value The substicute that we provide | exchange could
be knowledge, could be green techuology #ic. If there 1s
no replacemant thene will be envirosmental degradatios
Therefore the ssvironment needs public policy, because
sach of w knows the repercussson of ssvironmental

dugradatics and it is buming ssue today.

The sobutions require for the estimation of nahural
and manmaads capital requirement for both presest future
peneratior. I ik in postpobement of curment consumption
10 the fubare generation. The isoe of sustainability may
b mare sppropriate to the dinveloped coustries. Bacaine
they have reached the stage of high mass consumiption
and farther exploitation s pot necessary. Wheress in the
case of developing cousriries, the basic needs are vt to
be fulfilled Therefore the present generstion in the UDC
can go father and smploy the resowrce 1o oVErcomE
poverty and vast mncome inequality without damaging
the epvironment The paradox arises becsuse if we
concern about people who are currently poor, that will
translati o & increase 1 curnent consEmption Lot nto
& incraase i (Evestmat. Thirefors thinking abous poar
peopls todey will be disadvastageous from the point of
view sustamability.

It is a serious problem sven in UDCy if the tecknology

of the production process i not nature friendly, Here
the lmportance of efficincy of production
function =nd nature and pettem of comsumphon
However, natural capital can be explosted by man, but
capmot be craated by mian. According to thermodynamic
school, nataral capstal and mammade capital are i
mait of the cases s rather than substintey’
They stated fusther thet satural capitel soch as land,
animals, aguatics, nos-renewable and renmvable energy
and mineral sock are primary isputs and manmeds
capital and labouers are the agents of tramdonmation
Sustainakility istended are very kigh within the group
and it i very low betwean the groups, Sustaisshility s
& matter of distributional equity between the pressst and

the future; it beconses the lsyse of saving and Enestment
It is the chalce betwess current cosyumpriion 2nd futare
consamption. Then ooe has 1o find out the techoology
which reduces the wastage i5 the production proces.
Hence, the concept of sustaimsbility involves the
problems of distribution equiry between inter and inera
generstions and productions and production eficiency
and replacesnant of nataral and artificial resources.

MEASURES OF SUSTAINBILITY

According to Harmwick-Solow, so loag & the
stock of capstal did not decline cvertime, non-declining

consamption was possible. The stock of capstal could
b beld comstart by relsvesting fom all nos-reninvable

resources. Extraction in man-made capital, i buailt up for
. Man and patural capital are sapamad to be
perfect substitute under their modal

FEARCE-ATKINSON  MEASURE  OF
SUSTAINABILITY

They hove propedsd an mdicstor of weak
sustaisability criterion viz., PAM To them,

PAM ma-C_Y-C /¥
Whire

@ iy Marginal Propentiny to Save, C_ = Masmade
capital and C_ = nateral capital

The ecopomyy is sustamable if PAM > 0 The
aquation states that PAM will be positive ifMPS axceeds
thi sam of dapreciation on mansade asd nataral capital
According to Devid pearce® and Giles D Atkinsen(1993),
sustaibability estinsationtocountriss ke Czechoslovakia,
Chemmary, Humgary, Japen, Netherland, Poland and the
USA passed the weak test (PAM>0) Mugico and the
Philippines are classed as “Margisal” (PAM=) while
E'I.hdm.hﬂmm:.hhdnmu Mdaland and Migeria are

tainable (PAM<D). Recently, Atkisson and Proops
{I%ﬂﬂdhhﬂdmnmwiﬂm Eparts
and xports,

‘SNS MEASUREMENT' OF SUSTAINABILITY

Crod has emected the usiverss and the envircament
manwal capital soch aa land, water, atmodphers and
minerals are gifts of nanure. God has crested nabare
along with the man kind s ke to produce, the basic
peeds for his comfort Chod has cresied land but man

et to employ land 1o produce food grain cloth and
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shelter In the process of emplomton md employment
of natural respurces, man bas to be careful to lenve
the undamaped emironment fo the futore generation
Ciptinmum uiilization of naboral respurces may leave dos
share to the future. Full emplovment equilibrivm incomes
of the econonry indicates optimun utilization of naharal
respurces. e cammot suffer today without employine
the available resources for the sake of fubare generation.
We cammot starve today for the sake of fomomow's

PrOSperty.

At the same time we cannot nie the emironmental
respurces by damasing it or 2oing beyond her capacity.
No one can go beyvond the mature or congquer the natars.
When we reach the peak there come: the down fall
That is lif2 cycle and it iz unevoidable law of life. Amy
econoary 13 subjected to Suctuation Thersfore equality
between demand and =upply, saving and mvestment
would indicated the economic: of sustamakbdlity.

The economics of sustaimability emst when
G=0=0_ That iz the Actoal growth rate = nahaal
zrowth rate = Waranted growth rate At thiz point
the present societie: folfil M= needs and reach the
optinmum point. Beyond this point there would not be
sustainability. The poimts of equality between 5 and [
iz the optmum but unstable That iz 5=I the startinz
If it becomes 5=k or 5=I, it is the point of sustamability.
Thiz can be explained with the following aquation. Far
sustainability according to

PAN = SY-EmY-EnY>0-1
LatEmY +EnY=EY and rewrite eguation 1

AST-EY>0 -2{m
SV EY 3
§oE 4

Equation 4 indicate: high level of sustaimability. If
S=E then 1t 1= fairly sustainable. If we prve moremental
vahee to equation anre, Then it can be rewrsttan as follows.

ASIAY - AKTAY >0 8- or
ASIAY » AKIAY B-or
AS = Al

For high level of mstamakdlity, the growth rate of
saving maust be be greater than the growth rate of capifal
Eut the egoality between the prowth rate of income
and growth rate of capital can explain both aconomy's

Tibriurn and nahilite:

Lt Y +0Y=lthat i APL-APC=1

Lzt EnY + Km/Y=1] that is share of both matural
and manmade capital in the total national imcome  Let
SY+CY=EnYT+EmY [EnT+HEmY=EY]" That
i 5HI =K

By giving incremental valoe the above eguation can
b wiTithen 25 follows
LA
5 g Hbrem por

A= AR+ A0 Res ZE=55+a5C= AW e K= AN @I=AW

Therefore, for sustamakility the growth rate of capital poust be equal to the growth rate of ncome which sab:fy
the ecomomic aquilibram too. What the researcher conclodes b2 that the economic squilibrium itself indicatss the
sustainability of the economy. This also can be explamed sraphically.

Futsre well
being Wy
Le L
La Fp =
Lz
>

0
Figure 1. 5N3 Mrarurement

Y= K

Li =45 ling- ecmality of present fihune

Li = =45 line- exploattion of resowrces

L = =43 lings wnder -unlizanan of Fesdirnce

Present wesll-
being ¥,



M Iadien Seurmal of Pudilc Nvalth Rirsarch & Davelepeant, Devamber 200 5 8 N 12

In figure 1, the presest well-baing i presented in the
X xis and future wall-being s the Y axis OL straight
line explaing the equality betwwen present and future
generation. OL straight lise (or) production functics
OL satisfies the sustamability nomms. O the other hand,

OL, production fusction mdicetes over expledtation of
menural resources and un- sustainebility. Smlarly, OL,
production function explains the under-atlisstion of
matural redources by th presast penarstion.

Cost of External

GNP a E

) Diseconomes

N

Y KAy GNP =CEDE

0 C

>

Cost of External Diseconomies (CEDE)

Figure 2, SN Asasurenent

In fipure 2, at point 'E" the rate of growih of income
is equal to rate of growth of capital. After poimt ‘E’
there & po possibility for sustalmsble developmient
After this poist the present geseration ride os the future
generatson. At point "2’ GNP is grester than the cost of
external disecononsies. That & ab > be, Therefore the net
sconomsc welfars (ac = be > 0) s positive enough to
lemve doe share to the fubare. At the same tins people
in the presest may live happily without suffering from
external diseconomses such as air pollution, polse
pollution, water pollution, atc.

CONCLUSION

The term sustainability 1 mofe abatract and
subjective, Maessuremant of sustamability b possible if
wa able 10 evtmsste the value of mammade capital and
naharel capetal W also meed the estimatson of capital
récquiretnant for the present and fubare generation. Bt
the measuremant of capital requirensest for the fuhue 2
well 21 the present generation depends up on the lovel of
techualogy of the present and fisture ganeration. Fusthar,
the capital requirement of the foture, level of tecknology
of the future and the total populstion in the future

cannot be estemated. However, the PAMN messurement
mdicetas that ths sconcmics of sastainability |s possible
i a point where NP2 1 preater that the capital cutput
ratio. The SNE measuremsit of sastainability indicates
that the sustalsshility s possible where growth rate of
meosne b egual to the growth rate of capital, This is alio
possible to estimate if we able to estimate the cost of
external disecononsies. As bong as the cost of external
cisecomombes |s Jess than the toal incoma of the country,
the sustainable development is possible.

In conclusion, it is to state thet sustaimability is not
pecasianily viewed & the matter of distribation betwees
the present and fisure but it must be viensed as 8 matter
of parvival of the pressnt’. Over explodtation, wastage
of pon-reewable resources and men'y inveslon agaisst
the naturs will create unfavourable environmeet to the
présent peseration. Man's attempt to conguer the natare
8 like ong who b5 digging his own pdt, because, mas
cansnot conquer the natare Man cansot understand the
pature. One should understand that the devistion from
the nature s deviation from happiness, Therefore we can
enby follow the leaw of masure. Lat us see how the present
generstion can be protected from the envircomsestal
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depradation. How to stop the damaze or stein we put
on the envirommesnt The act of protecting the pressnt
gemeration from the exiermal dis ecomomics will
amtomatically belp the future pensration. Let us hopa for
pattem. Let we conclude that the real and peacedul
life can be bved just by following the manre not by
mnderstanding and congquenms the nabars
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