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How to hedge against tomorrow's environmental risks 

SO WHAT do we owe the future? A precise definition for sustainable development is likely to remain elusive but, as this survey has argued, the hazy outline of a useful one is emerging from the experience of the past decade. 
For a start, we cannot hope to turn back the clock and return nature to a pristine state. Nor must we freeze nature in the state it is today, for that gift to the future would impose an unacceptable burden on the poorest alive today. Besides, we cannot forecast the tastes, demands or concerns of future generations. Recall that the overwhelming pollution problem a century ago was horse manure clogging up city streets: a century hence, many of today's problems will surely seem equally irrelevant. We should therefore think of our debt to the future as including not just natural resources but also technology, institutions and especially the capacity to innovate. Robert Solow got it mostly right a decade ago: the most important thing to leave future generations, he said, is the capacity to live as well as we do today.
However, as the past decade has made clear, there is a limit to that argument. If we really care about the “sustainable” part of sustainable development, we must be much more watchful about environmental problems with critical thresholds. Most local problems are reversible and hence no cause for alarm. Not all, however: the depletion of aquifers and the loss of topsoil could trigger irreversible changes that would leave future generations worse off. And global or long-term threats, where victims are far removed in time and space, are easy to brush aside.
In areas such as biodiversity, where there is little evidence of a sustainability problem, a voluntary approach is best. Those in the rich world who wish to preserve pandas, or hunt for miracle drugs in the rainforest, should pay for their predilections. However, where there are strong scientific indications of unsustainability, we must act on behalf of the future—even at the price of today's development. That may be expensive, so it is prudent to try to minimise those risks in the first place. 
A riskier world
Human ingenuity and a bit of luck have helped mankind stay a few steps ahead of the forces degrading the environment this past century, the first full one in which the planet has been exposed to industrialisation. In the century ahead, the great race between development and degradation could well become a closer call.
On one hand, the demands of development seem sure to grow at a cracking pace in the next few decades as the Chinas, Indias and Brazils of this world grow wealthy enough to start enjoying not only the necessities but also some of the luxuries of life. On the other hand, we seem to be entering a period of huge technological advances in emerging fields such as biotechnology that could greatly increase resource productivity and more than offset the effect of growth on the environment. The trouble is, nobody knows for sure.
Since uncertainty will define the coming era, it makes sense to invest in ways that reduce that risk at relatively low cost. Governments must think seriously about the future implications of today's policies. Their best bet is to encourage the three powerful forces for sustainability outlined in this survey: the empowerment of local people to manage local resources and adapt to environmental change; the encouragement of science and technology, especially innovations that reduce the ecological footprint of consumption; and the greening of markets to get prices right.
To advocate these interventions is not to call for a return to the hubris of yesteryear's central planners. These measures would merely give individuals the power to make greener choices if they care to. In practice, argues Chris Heady of the OECD, this may still not add up to sustainability “because we might still decide to be greedy, and leave less for our children.”
Happily, there are signs of an emerging bottom-up push for greenery. Even such icons of western consumerism as Unilever and Procter & Gamble now sing the virtues of “sustainable consumption.” Unilever has vowed that by 2005 it will be buying fish only from sustainable sources, and P&G is coming up with innovative products such as detergents that require less water, heat and packaging. It would be naive to label such actions as expressions of “corporate social responsibility”: in the long run, firms will embrace greenery only if they see profit in it. And that, in turn, will depend on choices made by individuals.
	

	

	

	


Such interventions should really be thought of as a kind of insurance that tilts the odds of winning that great race just a little in humanity's favour. Indeed, even some of the world's most conservative insurance firms increasingly see things this way. As losses from weather-related disasters have risen of late (see chart 8), the industry is getting more involved in policy debates on long-term environmental issues such as climate change. 
Bruno Porro, chief risk officer at Swiss Re, argues that: “The world is entering a future in which risks are more concentrated and more complex. That is why we are pressing for policies that reduce those risks through preparation, adaptation and mitigation. That will be cheaper than covering tomorrow's losses after disaster strikes.”
Jeffrey Sachs of Columbia University agrees: “When you think about the scale of risk that the world faces, it is clear that we grossly underinvest in knowledge...we have enough income to live very comfortably in the developed world and to prevent dire need in the developing world. So we should have the confidence to invest in longer-term issues like the environment. Let's help insure the sustainability of this wonderful situation.”
He is right. After all, we have only one planet, now and in the future. We need to think harder about how to use it wisely. 
