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ABSTRACT

The conventional wisdom about the development paradigm is
that it is to drive rapid economic growth by trade expansion. The major
weakness of this development paradigm is that economic growth as
driven by trade expansion is only seen from a partial analysis point of
view, whereas from a holistic analysis point of view it is unsustainable.
This is because rapid trade expansion also drives degradation of natural
resources and the environment. Natural resources and the environment
are a negative feedback that regulates smooth and stable economic
growth. Economic growth driven by trade expansion is eroded by
reducing the quantity and by deteriorating the quality of natural
resources and the environment. With rapid trade expansion, ecosystem
adjustment can exceed the limit of self-regulation, and the adjustment will
be unable to reach the next equilibrium. The cost of economic growth is
ecosystem oscillation and break-down, and poverty problems. These

costs are unsustainable. In a holistic analysis, the natural resources and the
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environment variables are accounted for as negative feedbacks that
regulate the stability of ecosystem.

Sustainable development can involve trade. Ecosystem stability can
be viewed as “self-contained.” In contrast, trade involves the flow of materials
and energy in and out of an ecosystem and therefore is an opposite of “self-
contained of a certain degree.” Conventional wisdom views trade flow as
independent of the ecosystem. However, sustainable development wisdom
views trade as evolving within an ecosystem so that it adjusts within the band
of self-regulation and economic growth is sustainable. This is comparable to
the flow of seeds from outside an ecosystem.

Trade, development and economic growth according to the
“Sufficiency Economy” paradigm represent sustainable development. This is
because the “Sufficiency Economy” paradigm is “self-contained” to a certain
degree. Trade in the “Sufficiency Economy” paradigm is an evolving variable
within the ecosystem. Trade promotion encourages the growth of the seeds
of domestic production. Sustainable development is viewed as the creation

of employment, income, and complete elimination of poverty.
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1
World Trade Organization (WTO) (2004), “Brief History of the Trade and Environment Debate”,

Background Document.

2 Economic Democracy; The Political Struggle for the 21st Century, by Dr. J.W. Smith, (4th
Edition, September 2005)

’ Anlaafeaeveniedendssndnanisguynlun 11 nuAWus 2549, Available online at
http://www.ftawatch.org/autopage1/show_page.php? t=17&s_id=9&d_id=9&page=1, ﬁuﬁf’i%ﬁ‘ﬂ

2 Ju1AN 2550
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Odum, Eugene (1971), Fundamentals of Ecology. Toronto: W.B. Saunders.

° "When nations close their markets and opportunity is hoarded by a privileged few, no amount-
no amount-of development aid is ever enough. When nations respect their people, open
markets, invest in better health and education, every dollar of aid, every dollar of trade revenue
and domestic capital is used more effectively." President Bush, Monterrey, Mexico, March 22,
2002, available online at http://www.whitehouse.gov/nsc/nss/2002/nss6.html, research on 2

March 2007.
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e Dependency Theory: An Introduction, Vincent Ferraro, Mount Holyoke College,
South Hadley, MA, July 1996, Available online at
http://www.mtholyoke.edu/acad/intrel/depend.htm, research on 2 March 2007

mseh MSWeULNRgodu 1 75



s L4 L = @
3. NFEUIUNAUNITNRIRINEIEI U

¥
= o o

Fagdantswmuntesdsannysdaasnelddsraias wdidn

wndgnismanadin T azlidiugeuiunsiasiuniawannaesy o

According to Wikipedia, Available online at http://en.wikipedia.org/wiki/Economic_growth, research on 2

March 2007,

The real GDP per capita of an economy is often used as an indicator of the average standard of living of
individuals in that country, and economic growth is therefore often seen as indicating an increase in the

average standard of living.
However, there are some problems in using growth in GDP per capita to measure general well being.

o GDP per capita does not provide any information relevant to the distribution of income in a

country.

° GDP per capita does not take into account negative externalities from pollution consequent to
economic growth. Thus, the amount of growth may be overstated once we take pollution into

account.

o GDP per capita does not take into account positive externalities that may result from services

such as education and health.

Economists are well aware of these deficiencies in GDP, thus, it should always be viewed merely as an
indicator and not an absolute scale. Economists have developed mathematical tools to measure
inequality, such as the Gini Coefficient. There are also alternate ways of measurement that consider the
negative externalities that may result from pollution and resource depletion (Green Gross Domestic

Product.)

The flaws of GDP may be important when studying public policy, however, for the purposes of economic
growth in the long run it tends to be a very good indicator. There is no other indicator in economics which

is as universal or as widely accepted as the GDP.

Economic growth is exponential, where the exponent is determined by the PPP annual GDP growth rate.
Thus, the differences in the annual growth from country A to country B will multiply up over the years. For
example, a growth rate of 5% seems similar to 3%, but over two decades, the first economy would have

grown by 165%, the second only by 80%.
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