Economics of sustainability
(BMSP6007)


[image: A picture containing text, font, logo, symbol

Description automatically generated]




Kirsty Thomas (2014376)
Tutor – Anthony Burns 
University of Wales Trinity Saint David 


Contents Page 
1.0 introduction
1.1 Purpose of the report
1.2 What is WEF?
2.0 Risks to expect for the next ten years:
     2.1 the seventeen goals 
     2.2 Natural Ecosystems – risks of sustainable development 
     2.3 what are other countries doing to address the issues. 
     2.4 recommendations 
3.0 Conclusion
4.0 Reference list 

















1.0 Introduction 
1.1 Purpose of the report:
The purpose of this report is to analyse the Global risk report 2023 published from Word Economic Forum. There are risks ahead of us long term and short term. Situations such as the Covid-19 pandemic, cost of living crisis and a war in Ukraine has resulted in many risks for the next decade. The report will include a section explaining what we should expect and the risks ahead of us for the next decade. The WEF published a report for 2023 with the top ten risks we expect to face for the next decade such as food security, growing population and the concern over not having enough land left. The report will include an insight into what WEF have said about these risks along with some research on the issues. Recommendations will also be added to the report with information on how to address the issues. 
1.2 what is WEF?
The World Economic Forum was established in 1971 in Switzerland. They are a not-for-profit foundation (World Economic Forum, 2023). WEF was founded by Kalus Schwab, who believes in positive change and bringing together world’s leading CEO’s, experts, heads of state, innovators, ministers and youths. They analyse the challenges that put the future of global society at risk and how can they make a sustainable difference long term (World Economic Forum, 2023). 


2.0 Risks to expect for the next 10 years:
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Description automatically generated]According to the WEF report of 2023 we are to expect some challenges times ahead of us, firstly following the COVID-19 pandemic everyone worldwide has returned to normal in some ways but soon after a war in Ukraine started which resulted in crisis in energy and food. WEF mentions that some risks we face today is something that has happened before, such as cost of living, inflation, trade wars and more these are just a few of the risks experienced by public policy makers and business leaders. These problems have been aggravated by relatively recent changes in the landscape of global risks, such as unsustainable levels of debt, decrease in human development, low global investment plus de-globalization, technologies, climate change and more. This means a challenging decade to come (World Economic Growth, 2023, P. 6). Below is a graph of the global risks to expect over the long term and short (Figure 1).
Figure 1 – Global risks (World Economic Forum, 2023, P. 6)
Over the next two years the cost of living crisis is said to be one of the worst global risks to be expected, which is short term. However WEF mentions that the biodiversity loss and ecosystem collapse is said to be one of the worst and quickest global risk over the next decade (World Economic Forum, 2023, P. 7). The Covid-19 pandemic has also resulted in long term risks along with the war in Ukraine. Inflation has hit, leaving many people struggling due to increase in prices of services and goods. In the next ten years, widespread debt distress could be caused by geopolitical tension, global economic fragmentation, and further challenging restructuring. Another risk would be energy supply crisis, food supply crisis and a rise in inflation which people are experiencing today. With some countries not being able to afford the economic impact can result in crisis such as climate change, debt and shortage in food supply. With no funding in public sector and concerns with competing security, over the next decade less countries will have the funding to invest in education, green technologies, and future growth (World Economic Forum, 2023, P. 9).
2.1 The seventeen goals (Sustainable Development)
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Description automatically generated]The United Nations members adopted objectives in 2015 in hope for a better future for the planet and people. There are 17 sustainable development goals which need to be a priority by all countries to make a change. The 17 goals include factors such as, no poverty, good health and wellbeing, clean water, zero hunger, climate action and more (See figure 2 below for full list). They believe in making a change to help climate change, keeping the oceans clean and safe along with the forests (United Nations, 2023). 
Figure 2 – The seventeen sustainable development goals (United Nations, 2023)


2.2 Natural Ecosystems – risks of sustainable development  
Looking at the seventeen sustainable development goals, one goal is to stop hunger and to improve food security another goal is for clean water. However, reflecting back on the world economic forum, biodiversity is declining very quickly now more than ever before in human history. Ecosystem is collapsing along side a loss of biodiversity, and this is a rising concerns for the next decade. The World Economic Forum (2023) states that biodiversity loss mixed with other issues such as pollution, climate change and resource consumption will have a dangerous outcome. There will be consequences to face such as a decrease in crop yields, nutrition, growing water stress and a loss of livelihood opportunities and food security, sea levels will rise causing floods (The World Economic Forum, 2023, P. 31). 
WEF (2023) states that the change in land-use is a big threat to nature, they also mention that 35% of the planet’s land are taken up by animal farming and agriculture, they are the direct cause of wildlife decrease. Humans have changed the land surface over the years and to be able to tackle climate change, biodiversity, food security and a sustainable future all depends on changes in land usage. Land-use change can cause issues such as ground sinking, habitat loss and can affect carbon sources and the production of food (Winkler et al., 2021). Food expenses have increased with a decrease in availability (The World Economic Forum, 2023, P.32). 17 % land surface of the Earth has apparently changed from 1960 – 2019 at least once meaning nearly a third of the world’s land surface is affected by land change and the total of land change usage is 43 million km². There has been a decrease in forest area of 0.8 million km² and an increase on agriculture (Winkler et al., 2021). Change in land use can also affect the water surface balance and ground water flow. Agriculture is accountable of 85% of consumptive use which had resulted in rivers to reduce flow and some to dry up (Foley et al,. 2005). 
Thomas Malthus who is an English economist & demographer published an essay in 1798 on population and what he believes will happen in the future. Malthus believed that the growing population would have a negative affect on the food supply, leaving people living in poverty and not being able to produce enough food (Malthus, 2022). He believes population growth will continue to be a threat and will increase to the limit of subsistence (Britannica, 2023). However, Malthus theory regarding shortage of food supply due to population has been proven wrong, although Malthus theory was almost correct, when he mentioned his theory regarding demographic growth the population was under 1 billion and todays population is almost 7.5 billion. Food production will continue to increase between 2017 – 2026 a little slower than before as population growth is expected to be slower and less demand for biofuels that are made from sugar, corn, seeds and wheat, because of a decrease in price of fossil fuels (Active Sustainability, 2019).
 Food and Agriculture organization of the United Nations (2023) states that if the population keeps increasing along with food consumption trends, we will need 60% increase in food worldwide in 2050 as land is limited which means production will come from existing agricultural land that is sustainable. FAO aims to work towards some goals mentioned in the seventeen sustainable development goals such as, zero hunger, no poverty, responsible consumption and production and industry innovation, and infrastructure. They believe that farmers must be able to produce more than what they already do on the same land but using less inputs when producing greater profits. “FAO provides policy assistance to increase productivity, protect crops sustainably, limit chemical contamination, manage biodiversity and ecosystem services, and strengthen livelihoods” (FAO, 2023).
However, other research shows there is still a concern with population as it is expected to reach 70 million by 2023 according to BBC News (2014). There is a high demand for living space which means more land will be used. In addition to these challenges, the government is dedicated to using bioenergy crops like miscanthus as sustainable energy source, thereby reducing the amount of available land for farming (BBC, 2014). 
David Ricardo, who is an English economist, does not agree with Malthus regarding population being the problem. He disagrees with this theory, its finite of resources. He believes there will be a decline in quality and quantity as land will be taken up, leaving only the bad areas to grow food on. He does support the issue in some ways but rejects the fact about population being the problem (Spengler, 2023). 
The Ricardian theory is thus called the differential theory of rent. Rent is maximum on the best quality land, the amount of rent decreasing as successively worse grades of land are taken in simply due to a rise in cost of production. The marginal land is one where the cost of production eats up the whole surplus after wage payment (Microeconomics Notes, 2023).
He also mentions that land is a gift of nature, and that land was only to be used to grow corn. He believes that the only reason to as of why the price of land has increased is due to the increase of price in corn and not the other way around. Land can be used for many different reasons and some land is more fertile than other areas. However population growth is still likely the issue with the cost of land rising since there is a demand for good quality land leaving the less quality land left. Prices of food will increase along with land rent (suman, 2023). The price of land will increase in direct proportion of the level of demand. The stock of land won’t change, but the price will adjust to reflect any changes in demand. Since land is a gift from nature and has no production cost, the entire return from it, at least from the eyes of society, a surplus income (microeconomics notes, 2023).
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Figure 3 – Supply curve (Microeconomics, 2023)
The transfer earnings that wheat-growing land receives as an incentive to be put to that use are displayed on the supply curve CS. Given that E is located on the supply curve CS, the final unit of land used for producing what at equilibrium point E had transfer earning EA (please see figure 3 above) (microeconomics, 2023).
Another goal on the seventeen goals of sustainable development was ‘no poverty’ but WEF mentions there is an increase in food supply and possibly a shortage in supply. The increase in rates is nothing like before (Kollewe, 2022). The reason as to why the food supply has increased is because of the pandemic due to issues with the processing and production. The war in Ukraine is also to blame for the cost of living crisis due to Ukraine and Russia are the biggest producers of wheat. Due to shortage of wheat means the price will increase. The war has forced Western Countries to put a ban on Russian imports. Farmers are struggling with the increase cost of fertilizer, with production cost rising, farmers have been left with no choice but to increase their crop prices (Smith, 2022). With people struggling with the price increase in house bills and food and with no pay rise in their workplace, this could result in people living in poverty. 
2.3 What are other countries doing to address the issues above?
China introduced the one child policy in 1979 to help reduce population and the effect it may have on economic growth. However, they are now facing an issue with a decline in birth rates. Some worry that the nation is a “demographic time bomb” may cause a smaller group of people in working age to be required to sustain a larger population of people in retirement. This would have a significant impact on the entire world as one as one of the largest economics (BBC, 2020). Data has shown that in January 2023 the population in China has decreased by 850,000 humans to roughly 1,411.75 million in 2022 (please see figure 4). China have not had such a decline like this since 1961 (Statista, 2023).
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Figure 4 – population chart in China (Statista, 2023)
Although as mentioned above, food security is an issue and not enough land to be had, Malthus mentioned that this is due to population being an issue. However, in some countries there is a concern due to a drop in fertility in countries such as Brazil, Iran, and Italy (BBC News, 2020).
The world Bank Group
The World Bank Group is the biggest sources of knowledge & funding in the world who’s mission is to reduce poverty, increase shared prosperity and push sustainable development. Their aim is to help food security crisis and are currently working on projects to resolve the issue. They mentioned that in 2022 they made $30 billion available. The funding is for better food nutrition security and to support consumers & producers. They have a few project in place, one being a funding that will increase food security, improve market access and the adoption of climate-smart agriculture methods (The world bank, 2023). 
2.4 Recommendations 
Recommendation 1 – As mentioned above there is a concern regarding land space. With the population growing there is a risk that there won’t be enough good quality land available. One recommendation would be for a policy to be put in place to save land, policy such as the land is to only be used for certain purposes like growing food. 
Recommendation 2 – People should grow their own veg and fruit from home, they should have the knowledge and the support they need to understand how to do this. This could be brought into education at a young age where schools have an area where they can show the children how to grow their own fruit, veg and herbs. There are also charities available that support those who suffer with mental health and have workshops available to do activities with those who attend. This would be a great opportunity for the workshops to have an area where the attendees can grow their own food. 
Recommendation 3 – Food waste needs to be reduced as people tend to throw away a lot of food weekly. People tend to buy more than what they need. According to Manon Verchot (2020) if China, India and the US reduced their food wate, they could feed an extra 413 million humans each year. 
“The United States is one of the biggest culprits for this and needs an agricultural land base that is 7 to 8 times larger than a land base in India to compensate for this waste” (Verchot, 2020).


3.0 Conclusion
Reflecting on the WEF report of the risks regarding food security, concerns around population, not enough land and the cost of living crisis, they stated that this is a long term issue over the next decade. However when doing some research, population is expected to reduce as some countries are already experiencing this and some are concerned that the population is reducing to much if anything, also this doesn’t seem to be much of an issue with food security but is an issue with land space being taken up. Although research has shown that there will be enough food to be had for years to be come, it is still important to make important changes now as this can be a problem in years to come. Cost of living crisis is something some people have experienced before and at the moment due to issues such as Ukraine war and Covid-19 pandemic, this will be an ongoing issue for a long time unfortunately which can make people struggle, one goal was to end poverty but if this continues the way it is today, people could possibly be at risk of living in poverty. There is a lot of hard work to be done and more support, knowledge and funding is needed.
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