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I. Introduction
Developing or "third world" countries' are in a precarious
position in terms of economic development, responsible resource use
and the struggle to support residents. This state has largely been
created by archaic economic ideologies and competitive international
resource use. Over the past several decades, the economic might of
the planet's nations has become increasingly disparate. As a result,
the environment in a majority of third world countries is leveraged to
the point of failing while at the mercy of global economic trends and
the wills of developed nations.
The terms "sustainability" or "sustainable development "in this
article incorporate the definition popularized by the World
Commission on Environment and Development (Brundtland
Commission) in Our Common Future (1987), that is, "meet[ing] the
needs of the present without compromising the ability of future
generations to meet their own needs," with more specific
components. These core components describe sustainability as a state
that incorporates: 1) an explicit concern for the conservation of
natural capital and the future generations of all species; 2) a
redefinition of social responsibility that eliminates consumerism and
creates change in consumption levels; 3) an increased identification
with place, the building of a social relationship with the land; 4) the
promotion of equal treatment for all people; 5) the use of precaution
in the face of uncertain effects of development; 6) full cost pricing
schemes, incorporating all externalized costs of goods into their price,
and finally, 7) an end to global racism and inequity.
There are many factors contributing to the current
unsustainability of the developing world. For the purposes of this
article, they have been divided into either "external" or "internal"

I

The terms "developing nations" and "third world" will be used in this
article to describe all countries of the world except Western Europe, the United
States, Canada, Japan, Australia, and New Zealand; these countries being
"industrialized" or "developed".
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factors for ease of analysis. The external causes for the current
vulnerability ofthird world economies and their environments are the
"ladder theory of development," encumbering third world debt,
coerced free trade and free markets which result in short-term foreign
investment and overbearing corporate influence, and externalization.
Internally, the third world must deal with popular perceptions of gross
global inequity, an environmental "race to the bottom," effective use
of comparative advantages, inefficient government, poverty and
population cycles, and loss of national sovereignty. These current
problems are the major stumbling blocks for sustainable life and
development in the third world today.2
Aggressively attacking each cause will bring us one step
closer to a sustainable future around the globe, one that is more
equitable and efficient. Rather than the addition of another
maquiladora, hydro-electric dam or logging project, sustainability is
to become the new embodiment of "development." The time has
come for society to start living off the dividends of our resources,
rather than exploiting the principal.3 A society that can accomplish
an equitable distribution of resource dividends, while improving the
security of the principal, is destined to perpetuate itself; improving
the quality of life, not the quantity.
The complex problem that has arisen in the third world is a
result of the sacrifices made in the progression from the harvesting of
natural resources and an agricultural economy, towards a more
"developed" technology and service economy. This model creates an
in-severable link between environmental dependence and
development. When a developing nation struggles economically,
invariably the environment bears much of the strain. The structure of

2

See Robin Morris Collin, Keynote Speech PostIndustrial,Post Colonial

Values for Community andEnvironment (April 12, 1997).
See Gary D. Meyers & Simone C. Muller, The Ethical Implications,
Political Ramifications and Practical Limitations of Adopting Sustainable
Development as National and InternationalPolicy, 4 BUFF. ENvTL. L.J. 1, 10
(1996).
3
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the international monetary system has compounded this problem by
allowing massive international investment which results in
unpredictable economic fluctuations. As economic fluctuations
increase, the role of the environment as a buffer between economic
hardship and human casualty also increases.
Currently, third world governments who have chosen to play
at the same table as the industrialized nations, adhering to traditional
development models, are leveraging their economies to the point
where economic fluctuations reap a devastating toll on their principal
natural resources. The third world is involved in a game it cannot
win. However, with organization, the third world has the ability to
change the rules and provide itself with a more sustainable course of
development. This article is to address the current external and
internal factors involved and provide several reasonable solutions,
beginning first and foremost with an increase in global equity.
II. The Nature of the Third World Development Problem
A. The Inequitable North-South4 Relationship; External
Factors
There is a common feeling among third world nations that the
industrialized countries have reaped the benefits of rapid, polluting,
inefficient growth and are now attempting to shift a portion of the
environmental costs onto their developing neighbors. Most voice
legitimate complaints that the industrialized nations are responsible
for the majority of global ecological dilemmas, and that they are
unwilling to burden their countries with proposed environmental
constraints. Developing countries also accurately contend that the
industrialized nations ofthe north have benefitted from building their
economies upon environmentally destructive elements like fossil

The north-south comparison is in reference to the general locations of
most industrialized nations (north of the equator), and a majority of lesser
developed nations (near or below the equator).
4
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fuels, while many of the unaccounted costs are born by the rest of the
globe.'
To begin an analysis, it is important to understand how the
disparate positions of developed and undeveloped countries arose and
how the global framework allows them to persist. Many countries
that are "developing" around the world have been substantially
unempowered since the beginning of colonialism. One commentator
writes,
Developing countries' insistence on the right to
exploit their resources emerges out of a long period of
colonialism and economic backwardness. The natural
resources of colonial territories were treated as raw
materials for the manufacture of goods in imperial
countries, and very little was done to promote
economic development in those colonies. The general
consensus is that underdevelopment in colonies was
the byproduct of imperial countries' development, in
that the growth of colonial territories was blocked by
the destruction of the natural balance in place before
colonialism, coupled with structural disadvantages
6
built into the present international economic system.
It is quite difficult to argue that the developed nations ofthe north are
presently taking (or have ever taken) steps to promote equity and
equal development among nations.
Several external factors contribute to the plight of developing
nations. First is the "ladder theory of development," popular among

S

See Theron A. Mehr, InternationalTechnology Transfer: Constructing

andFinancingan EnvironmentalProgram, 15 LOY. L.A. INT'L & COMP. L.J. 731,
734 (1993)(citation omitted).
6
R.S. Pathak, InternationalTrade and Environmental Development: A
View From India, 1 IND. J. GLOBAL LEGAL STUD. 325, 333 (1994)(citation
omitted).
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international economists, though under immense skepticism after the
fall of the "Asian Tigers."7 The second, a partial result of the ladder
theory, is enormous national debt. This debt, much of which arose
out of poor national planning, governmental corruption and the petrodollars phenomenon, has led to a type of economic colonialism.
Economic colonialism is perpetuated by the third factor, the
International Monetary Fund (IMF), World Bank and other regional
development banks collectively.
Lastly, the World Trade
Organization (WTO), and free trade in general, contribute to the
dilemma and facilitate the increased activities and operations of
transnational corporations.
These factors must be addressed
individually, though all act in concert, creating a suffocating
atmosphere for developing nations.
1. The Ladder Theory of Development
The "ladder theory" of development is based on the premise
that lagging development in third world nations is a result of the
unavailability of capital.8 To solve this problem, developing nations
are to rely on comparative advantages, typically their natural
resources, to develop an economic base with which to begin investing
in infrastructure and more "advanced" industry. As a result, many
developing countries have become both the farms and the waste
stores for the developed world, a situation promoted under the guise
of "economic development."9 This situation has developed rapidly in
the past thirty years and the undeveloped nations of the world are
virtually powerless to resist the adoption of popular development
strategies.
Many economists and policy makers consider
"environmental degradation to be a 'cost of development' and suggest
that 'grow now, pay later' is the best way to overcome poverty and

7

8
9

The "Asian Tigers" include, Singapore, Korea, Hong Kong, Taiwan.
See JOSEPH E. STIGLITZ, EcoNoMics I118 (1993).
See id.
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achieve industrialization."' 1°
The Asian Tigers are celebrated examples of the success of
the ladder theory. All four countries followed a progression that
started with agriculture and labor intensive manufacturing and
gradually developed into economies with strong industrial and
technology markets which are viewed as the top of the evolutionary
ladder. Though the legitimacy of this success story is under scrutiny,
it is the model for the development strategies of most of the third
world.
2. External Debt
In employing the ladder theory, many developing nations fell
into the "petro-dollars" trap of the 1970's and 80's. With the
development carrot hanging just out of reach, many third world
governments borrowed heavily from United Nations organizations,
international development banks and private banking institutions
during this time. Large amounts of money were quickly lent due to
the large availability of international capital supplied by Arab oil
producers." The third world believed that development would bring
the prosperity needed to repay the loans when they became due. This
massive borrowing, combined with a large amount of corruption, has
proven to be one of the most oppressive forces on developing nations.
Now, a developing nation's success simply means that it may have
the ability to repay some of interest on its external debt, instead of
spending on much needed social programs and infrastructure. 2

10

Lyuba Zarsky, The Asia-PacificEconomic CooperationForum and the

Environment: Regional Environmental Governance in the Age of Economic
Globalization, 8 COLO. J. INT'L ENvTL. L. & POL'Y 323, 334 (1997) (citation

omitted).
II

See Enrique R. Carrasco & Randall Thomas, EncouragingRelational
Investment and ControllingPorfolio Investment in Developing Countries in the
Aftermath of the Mexican FinancialCrisis,34 COLUM. J. TRANSNAT'L L. 539, 550
(1996).
12
See id. at 554.
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3. International Development Organizations
The third external factor is the collective efforts of several
prominent international bodies, which maintain and often enhance the
current oppressive development structure. The leaders are the IMF
and World Bank, driven primarily by the United States and the
European Economic Community. In theory, the IMF is dedicated to
maintaining the stability and efficiency of the international monetary
system, countering the effects of economic fluctuations and
minimizing the impact of currency speculation. 3 A strong argument
can be made supporting the IMF's current role in reducing economic
hardships and stabilizing the international monetary system.
However, with each loan given to a desperate developing country, the
IMF secures a little more control over the domestic policies of the
borrowing country. As noted by Carrasco and Thomas:
Acting through BACs [Bank Advisory Committees],
the banks coordinated negotiating strategies with
various debtor countries and extracted key legal,
financial, and economic information from these
countries. The banks entered into agreements that
bound debtor countries to a schedule of debt payments
and conditions that carried severe costs in terms of
4
domestic economic policy.'
The tensions that typically arise can be seen in the conflicts
surrounding the recent Korean bailout of 1997. On average,
borrowing countries must either sacrifice a certain amount of
sovereignty to the international lending institution, or suffer through
economic hardships alone.

See Mostafa K. Tolba, Osama A. E1-Kholy, E. E1-Hinnawi, M.W.
HoIdgate, D.F. McMichael and R.E. Munn, THE WORLD ENVIRONMENT 19721992, at 758 (1992).
13

14

Carrasco, supra note 11, at 553.
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Natural resources are typically quite liquid sources of capital,
a quality which lends them to use as collateral for many international
monetary loans. In the same respect, when developing nations are in
need of financial resources, natural resources are usually sacrificed.
Most IMF support is conditioned on the recognition of previously
acquired debt by the borrowing nation, as well as specific repayment
schemes.15 In essence, many of the lending efforts result in a
postponement of economic collapse because the debtor countries are
already so leveraged that they cannot withstand any economic
hardships. This occurs because the leaders of a developing nation,
not wanting to be held responsible for economic collapse, continue
chasing the carrot and agree to new repayment schemes which
incorporate both new and old debt.
The World Bank plays a corollary role to the IMF, financing
a majority ofinfrastructure projects that developing countries may not
be able to finance on their own. The same type of sovereignty
tradeoff exists in these situations as well. Projects are typically
overseen by the Bank and are closely monitored until the project cost
has been reimbursed. A majority of past projects have been
hydroelectric, logging, mining and automobile based transportation,
all of which the financiers of the World Bank and IMF (U.S. and
E.E.C.) have an interest in promoting and all of which are usually
unsustainable by definition. 6 On a smaller scale, regional
development banks play the same type of role as the World Bank in
sponsoring development projects. Together, these lending and
development institutions have created a stronghold over the purse
strings and policy of developing nations.

Is

See id. at 568-69.

16

See Madeline Cohen, A NewMenu Forthe Hard-Rock Cafe: International

Mining Ventures and Environmental Cooperationin Developing Countries, 15
STAN. ENVTL. L.J. 130, 157 (1996).
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4. Free Trade; International Trade Organizations and
Regulations
With developing countries firmly in the grasp of the current
international economic scheme, an additional element, the General
Agreement on Tariffs and Trade (GATT) and resulting World Trade
Organization (WTO), has added to the economic colonialization of
much of the developing world. The most accepted trade practice
among developing nations in order to promote rapid development is
based on promoting exports and minimizing imports. The balance of
payments surplus provides the developing country with the excess
capital needed to finance infrastructure projects and social policies on
its own. Recent GATT policies aimed at liberalizing trade have
created a global economy which has promoted manufacturing across
international borders while keeping a tight grasp on information and
intellectual property.
Renowned economist John Maynard Keynes has made some
insightful comments on the risks involved in unrestricted trade:
I sympathize, therefore, with those who would
minimize, rather than those who would maximize,
economic entanglement between nations. Ideas,
knowledge, art, hospitality, travel-these are the things
which should of their nature be international. But let
goods be homespun whenever it is reasonably and
conveniently possible; and, above all, let finance be
17
primarily national.
The recent Uruguay Round proposals for additions to the GATT have
promoted the opposite approach, perpetuating international
manufacturing and the protection of technology. This unfortunate
combination has given birth to rapid increase in foreign direct
Herman E. Daly, The Perils of Free Trade, SCIENTIFIC
November 1993, at 50.
17

AMERICAN,
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investment (FDI) activity and transnational corporations (TNC),
minimizing corporate accountability and promoting corporate
externalities."1
Recently, free trade has become the celebrated cry of the
global economy, treated as an absolute good. The WTO and
developed nations of the world have launched an outright attack on
the use of trade restrictions by any country. While free trade sounds
like a cooperative, sharing process, the reality is that developing
countries are in greater need of trade restrictions and regulatory
freedom than developed countries. The submission to free trade and
the competitive global economy compels developing countries to
focus exclusively on industries in which they have a comparative
advantage. These industries are typically labor intensive and focus
on the harvest of natural resources, the only marketable commodities
many countries possess. 19
The northern nations of the world are content with this
arrangement; goods are produced cheaply and environmentally
damaging industry is located elsewhere. The levels of oil, minerals,
hardwood and other resources used in the marketplace remain
constant, while their sources shift from the exploited lands of
industrialized nations to temporarily bountiful developing nations.
To the first world, free trade is an unqualified good. The third world,
as forcefully stated by Kamil Nath, Minister for the Environment and
Forests in India, has a different perception:
It would be a retrograde way of shaping
environmental norms to allow dispute resolution
panels of GATT to indicate the direction the global
environment should take. Not only retrograde, but
naive, because the roots of the linkage between trade
and environment are not to be found in superficial

Is

See Robert J. Fowler, International Environmental Standards for

TransnationalCorporations,25 ENVTL.L. 1, 4 (1995).
19
See STIGLITZ supra,note 8, at 1113.
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assumptions. They go much deeper, and are
systematic .... There is a social and environmental
subsidy which industrialized nations receive from
developing countries. This insidious subsidy renders
all development in the North unsustainable by
definition. It makes a mockery of free trade; and if
we have to set things right, then the subsidy must be
accounted for.2 °
According to the GATT Secretariat in 1993, benefits expected
from the WTO were to be $230 billion per year with an increase in
merchandise trade of $745 billion per annum. 1 The developed
countries, namely the United States and Europe, are expected to
receive 70% of these gains, the remainder to be shared amongst the
rest of the world.2 2 Under the guise of "free trade," the international
trade organizations have helped maintain the most inequitable global
market in history.23
5. The Contributions of Transnational Corporations
Many TNCs and the majority of foreign direct investment
(FDI) are quite mobile, having little stake in the economy or area in
which production is taking place. As Herman Daly notes, "[C]apital
can migrate toward abundant labor even more easily than labor can
move toward capital." 24 When this phenomenon is combined with the
ability to move billions of dollars from one currency to another with
a keystroke, the country or area that is influenced typically becomes
little more than an investment opportunity. Corporations are able to

20

Scott

Vaughan,

Trade and Environment: Some

North-South

Considerations,27 CORNELL INT'L L. J. 591,598-99 (1994).
21
See id. at 599.
22
See id.at 600.
23

See Appendix for current list of United Nations Organizations

24

Daly, supra note 17, at 54.
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attain "cheapness" by ignoring the real costs of production, most of
which are inflicted on the surrounding communities and workers.
However, "cheapness" is only captured if the goods are sold outside
the area of production. This is the driving force behind the offshore
manufacturing of goods for a particular marketplace."
TNCs are also accused of operating at reduced profit levels
simply to ensure that technologies are not shared with the third world
host. As Fowler notes:
[T]here still appears to be a gap between local and
home country performance which is reflected in a
failure to introduce new technologies to affiliated
plants in developing countries. The United Nations
studies previously referred to found that very limited
transfers of environmental technology have occurred
in the developing countries which were studied, and
they identified a lack of commitment by TNC's to
adopting the best available environmental technology
in developing countries.26
The TNCs' promise of development is generally so tenuous that the
tools of progress and development may not even be shared within the
same corporation. In addition, there is little hope of international
regulation of TNC activities in the developing world. The United
Nations recently abandoned its fifteen-year effort to produce a Code
ofConduct for Transnational Corporations. Instead, policy initiatives
have been made to develop guidelines to facilitate FDI, compounding
the current inequity.
The sum of these external factors has created a current global
inequity of such a magnitude that 15% of the worlds population earns
$21,000 annually per capita, while 85% of the population earns

25
26
27

See id at 51-52.
Fowler, supranote 18, at 14.
See id.at 4.
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$1000 annually per capita.2" From this disparity it is quite evident
that a majority of the goods produced by workers in developing
countries cannot be purchased by those workers. There is mounting
evidence that the concessions made by the third world in hopes of
development far outweigh the benefits being received.2" This view
is shared by Herman Daly, senior economist in the environment
department of the World Bank, who notes, "[E]nvironmentalists and
some economists, myself among them, suspect that growth is
increasing environmental costs faster than benefits from productionthereby making us poorer, not richer."3
B. The Condition and Role of the Third World; Internal Factors
An analysis of the internal factors plaguing the third world
must begin with a recognition that these countries have a right to
develop. They deserve all the sovereignty and fiscal latitude that the
north enjoyed during its industrialization. To force restraints on their
development that are uncompensated is unjust and will not be
tolerated for long. However, in the establishment of the current
global economic structure, the third world has not been an unwilling
partner for several reasons.
First, there is a strong desire for many third world residents to
enjoy the amenities and lifestyles of the first world. As global
information and advertising influences even the smallest villages and
communities, the desire increases. Second, though the desire for
material advantages enjoyed by others is justifiable, it has led to a
"race to the bottom" for countries competing against each other to
attract industry. Third, sustainability in the developing world -is
difficult to attain since comparative advantages in the international
market are few, and are generally limited to natural resources and
labor. Finally, while many countries have been strong-armed into

28

29
30

See Daly, supra note 17, at 51.
See Cohen, supranote 16, at 132.
Daly, supranote 17, at 50.
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participating in a losing game, the governments of the third world
have often had culpable motivations for their decisions. Ultimately,
the residents and environment of third world nations bear the brunt of
the effects that political corruption and poor decision making inflict
on their society.
1. Third World Desire for the "Northern" Lifestyle
Though not uniformly accurate, there is evidence that much
ofthe third world desires the material advantages and "rich" lifestyles
of industrialized nations. As many authors have noted, "Simply put,
the poor do emulate the rich. The citizens of poor nations desire the
same material advantages and the attendant lifestyles that citizens of
industrialized countries enjoy."'" Third world exposure to northern
products and lifestyles continues to increase, while their financial
wherewithal remains static. As noted by the United Nations
Environment Programme (UNEP),
The developing countries have long considered
industry to be a dynamic instrument of growth
essential to their rapid economic and social
development .... [I]ndustrialization is not just an
important engine of economic growth: it is viewed as
an effective means ofmodernizing society, promoting
new and more appropriate work habits and value
systems, and reducing dependence on the export of
unprocessed raw materials and natural resources.32
Particularly troubling are situations where the state is the industrial
entrepreneur seeking to compete with established foreign

31

Mehr, supranote 5, at 734 (quoting Chakravarthi Raghavan, New N-S

RelationsNeededfor UNCEDtoSucceed,THIRD WORLD RESURGENCE, June
1991, at 21).
32

Tolba, et al., supranote 13, at 322.
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corporations or industries. 3 In these situations, environmental
subsidies can be virtually unlimited.
Recent developments in global communication and
technology have fueled this desire for northern goods and lifestyles.
From the internet to MTV, the rest of the world is now bombarded
with pictures and products of the "good life". This flow of imagery
has illuminated the inequity among countries and populations. The
desire for the amenities and wealth of developed nations drives many
of the economic and political decisions of the third world.
2. The Race to the Bottom
The race to the bottom is a phrase often used to describe the
concessions made by an area to attract industry. Though there are
many theories and explanations behind its operation, the phenomenon
unquestioningly exists. For the purposes of analysis, the race has
been divided into an operational approach and a subsequent analysis
of the results of "winning" the race to the bottom.
a. The Operation of the Race
The race to the bottom phenomenon occurs as a result of
national and international competition for industry.34 The simple fact
is that there is not enough industry to keep the workers of the world
employed. The excessive supply of labor has led to international
bargaining for industry in which operations like maquiladoras thrive.
These industries operate on obscene levels of employee safety and
compensation but are typically celebrated in the communities where
they are located. This "race to the bottom" is as much a product of
the international economy as it is of the third world nations which
host them. Industries that operate in this framework are clearly
unsustainable and can be described as nothing short of exploitative.

33

34

See id. at 323.
See SANFORD J. LEWIS, THE GOOD NEIGHBOR HANDBOOK 3-2 (1992).
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The government willing to give the largest concessions to
TNCs and FDI is supposedly the "winner." These concessions are
often criticized by non-governmental organizations in the United
States and conservationists as over-subsidizing corporate investment.
However, before we stand on the pulpit we should ponder why almost
all Fortune 500 companies are incorporated in Delaware. Though the
results are slightly different, the operation of the race to the bottom
is exactly the same. The race to the bottom does not occur
exclusively in the third world. It occurs anywhere that different
locations are competing for industry. Typically, the "bottom"
consists of drastic environmental concessions, whether legislated or
through lack of enforcement, tax subsidies and latitude on labor
policies. Theoretically, the country willing to accept the smallest
return on foreign investment is going to prevail. This result is hardly
an equitable or sustainable process of development.35
b. The Result: Dirty Industry
The race to the bottom has another negative implication in
that it only attracts industries that are in need of externality
concessions. Industries that do not externalize any costs will
generally stay out of developing nations since there is little benefit
and the costs of getting goods to the marketplace, generally
developed nations, are increased. This phenomenon explains why
"dirty" industries such as petroleum production and refinement, waste
disposal, mining and others have increased operations in developing
countries while "clean" industries have remained nearer to the
marketplace. For example, from 1975 to 1991, developing countries
share of world production in petroleum and coal products went from
6.9% to 17.5%; iron and steel from 9.9% to 19.5%; leather and fur
products from 18.1% to 31.5% and petroleum refineries from 30.5%

See A. Dan Tarlock, Exclusive Sovereignty Versus Sustainable
Development of a SharedResource: The Dilemma of Latin American Rainforest
Management,32 TEx. INT'L L.J. 37, 43 (1997).
35
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to 45.4%.36 Additionally, there is a growing market in the third world
for waste storage or disposal, a facially unsustainable and dirty
industry. Very little imagination is needed to determine why these
types of industries are moving to developing countries. We cannot
allow the potential of the developing world to be limited to acting as
the garbage dumps for industrialized nations. This outcome is unfair
to third world residents, their environment, and humanity.
The problems with dirty industry can theoretically be solved
by forcing a true cost pricing scheme17 on the products created.
Though this has been apparent for some time in developed nations,
corporate resistance has been so great that very little has been done.
As the polluting manufacturers are drawn away from the marketplace,
there is even less incentive to enforce a true cost pricing regime. The
externalized costs are being born in areas removed from the point of
sale and therefore, corporate accountability is severely lessened.
The recency of the privatization trend in developing nations
has left little time for an analysis of its effectiveness. However, there
are some sectors of the national economy that are too important to
auction off to private investors. There is also abundant opportunity
for self interest to rear up and create drastically inefficient operations.
In Latin America for example,
[C]ountries that nationalized millions of dollars worth
of mineral assets in the 1980's are now courting
foreign capital by offering up their state-owned
mining companies and mineral concessions to private
investors. Latin American countries have sold or
liquidated hundreds of firms in the last few years,
including many major mining companies and
properties .... Important Asian mineral producers,
such as India and Indonesia, also have begun to invite

36

See Tolba, et al., supra note 13, at 328.

37

E.g., by incorporating all of the externalized costs of producing a product

into the cost of the product.
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foreign participation in their once-exclusive statecontrolled mineral sectors.38
There are numerous indications that in the race for capital, developing
countries are mortgaging their resources, industry, workforce and
sovereignty to try to compete. As maquiladoras flourish and
accidents like Bhopal, India; Basel, Switzerland; and Seveso, Italy
evident that there are very
continue to occur, it becomes increasingly
39
bottom.
the
to
race
few winners in the
3. Limited Comparative Advantages Contributing to
International Inequity
A major cause of the precarious position of developing
nations is the nature of their comparative advantages. Comparative
advantages are measured against other nations of the world and are
ideally supposed to provide a nation with some economic niche or
advantage over others. However, the typical developing country is
endowed with few comparative advantages.
The trademarks of many developing nations are a high
population growth rate, an uneducated work force, insufficient
capital, large undeveloped land areas, and possibly, exploitable
natural resources.40 These factors lead to comparative advantages in
areas like agriculture, unprocessed resource production, mining,
hazardous chemical and petroleum refmement and production, and
other environmentally undesirable operations.
However, most developing nations have followed their
comparative advantages since there is no other way for them to
compete in the global marketplace. International competitiveness
forces the third world to rely heavily on its comparative advantages
for survival. The leveraging of third world comparative advantages
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has led to an inequitable and consequently unsustainable economic
position. In times of economic hardship, it is logical to expect that
the workers and environment in the third world will suffer more
drastically than in other nations. Currently, third world comparative
advantages are being used to their disadvantage.
4. Government as Part of the Problem
The governments of developing nations often contribute to a
large part of the unsustainable condition of their countries. From
corruption to simple policy mistakes, third world governments have
had a mottled history. There are numerous examples of centralized
planning schemes that have been ill conceived or economic models
that have failed and had drastic effects on the nations residents. The
recent collapse of the Mexican economy due to poor fiscal policy is
a perfect example. The government chose to support a level of
development that investors viewed as unsustainable, the currency that
the government had falsely valued was speculated against and the
economy failed. Though these types of judgment mistakes occur in
any economy, the small size and vulnerability of developing countries
makes these decisions increasingly devastating.41
A more prevalent problem which plagues developing
countries is corruption and private interest conflicts in government.
In many countries, both developed and undeveloped, decisions suffer
from a lack of accountability on the part of the decision-makers. This
leads to not only irresponsible decision making, but decisions which
are based on self interest rather than the interests of the nation. There
is little question that to achieve sustainability, there must be a
component of equity. Currently, we not only have a problem with
global equity and disparate north-south relationships but there are
extreme disparities within each country. Though national inequity is
prevalent in all countries around the globe, the gap between the haves
and the have-nots is typically magnified in developing nations.
41
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Corruption in government typically plays an important role in these
societal inequities.
Though many third world governments have passed
legislation intended to protect the environment and create a structure
for a more sustainable course of development, the desperation of the
poor renders many of these policies moot. If the government of a
nation does not secure reasonable equity among its citizens, there can
be little hope of attaining some level of sustainability. Sustainable
life does not exist in the presence of severely inequitable social
conditions and frequently the governments of the third world play a
large role in preserving the status quo.
5. Poverty
There is little question that "although ecological degradation
may undermine the long-term well-being of an entire society, it is
typically the poor who suffer first and most."42 The alleviation of
poverty is the most important yet least addressed factor in achieving
sustainability. During the development ofthe New Economic Policy,
India's Finance Minister, Dr. Manmohan Singh, noted:
The survival strategies of the poor, particularly their
search for food, fodder, fuel and shelter often led to
the over-utilization of available natural resources,
thereby accentuating the problems of environmental
degradation. Therefore, eradication of poverty and
control of population growth have to constitute an
integral part of a strategy of protecting the
environment.43
Survival of the impoverished is a factor that cannot be ignored
or legislated away. When not dealt with appropriately, the actions of
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the poor will render even the most well constructed development
plans unsustainable. In an interview in 1988, Vilbrun Dessalines,
leader of Fre Charles, Haiti, was asked whether it was a mistake to let
the people of Fre Charles cut down all their trees to make charcoal.
He responded by saying, "we know it was a mistake, but we could not
just die and let the trees stand."4 4
Natural resources are generally the societal buffer between
economic crises and survival. Even the most corrupt and ruthless
leaders of the third world are hard pressed to enforce environmental
regulations or stick to strict development models while their people
are starving. Without the alleviation of poverty, there can be no
sustainable future. As noted in Where DidAll the Blue Skies Go?,
The dialogue regarding a vision of the future, risks
and potential benefits of technology, and how to
organize and allocate our resources must embrace
those who have been "externalized" by industrial
economic values and subsequent policies.4"
Nowhere is this more accurate than in the developing countries which
are currently struggling to find appropriate economic models and
courses of development that allow them to progress, while
minimizing the damage to the interests of future generations.
6. Population
Population problems typically go hand in hand with poverty.
For example, in a nation with severely limited wealth and natural
resources, the larger the population, the smaller the per capita share.

Mark Kurlansky,
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Conversely, the poorer a population, the less educated communities
tend to be regarding birth control and the larger their population
becomes.46 Steps have recently been taken by several United Nations
organizations and other NGOs to promote the use of birth control and
increase the educational opportunities and rights of women in
developing nations.
As noted in The World Environment 1972-1992,
People contribute to resource depletion and/or
degradation in several ways. First, there is the direct
impact of a growing population on the rate of resource
consumption. Second, some of the environmental
problems arising from rapid population growth are
compounded by the differences in life-styles, and
consequently consumer demand, within countries as
well as between countries . . . . Third, rapid
population growth has served to increase the number
of poor households world-wide . . . . [P]oor
households often rely on marginal environments for
survival, thus establishing a cycle of poverty and
resource degradation.47
As with poverty, population growth has substantially added
to the complicated development problems of the third world. The
third world will remain stagnant unless measures are taken to break
the cycle of poverty and population growth.
7. National Sovereignty, Environmental Regulations and
Concessions
The final internal factor in the struggle for sustainable third
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world development is the loss of sovereignty through coerced
national environmental policies and the lacking enforcement of
legislated environmental regulations that results. "Until very recently,
most Latin American nations have been alternately unable or
unwilling to enforce their environmental laws if doing so might
jeopardize economic growth."48
Environmental awareness and protection are not new concepts
to developing nations. Many developing countries are proposing
tough environmental laws and are seeking to harmonize their
environmental standards with those of industrialized countries.49
Without effective environmental controls, both legislated and
enforced, developing countries risk environmental destruction that
prosperity will not be able to repair.
Environmental lawlessness persists in many developing
countries due to a lack of enforcement by the regulatory agency
overseeing an industry. Lack of enforcement generally correlates
with the push for increased foreign investment capital. Developing
countries that have adopted adequate laws but lack effective
implementation procedures, detailed environmental quality standards,
and specific requirements for environmental assessments, believe that
stricter regulation will deter investment.50
While the developed world presses for increased
environmental controls, the developing world has raised some valid
points regarding their rights to freely determine their economic, social
and environmental policies. Limited by transboundary environmental
restrictions, states should have the right to exploit their own resources
pursuant to their own environmental and developmental policies."
As stated by Rafidah Aziz at the GATT Marrakech Ministerial
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meeting in April 1994, "[Environmental regulations] are now clearly
being used to promote protectionist motives, particularly to keep out
imports from countries which have a better competitive edge and
comparative advantage."52 The leaders of third world nations have
justified concerns regarding the current trade restrictions based on
environmental practices. They are becoming increasingly leery of
further trade restrictions and agreements in which they are forced to
adopt the environmental standards of the north in order to trade. As
many analysts have noted, "For many developing countries, being
coerced into meeting the higher standards of the North does not
constitute a legitimate means of achieving sustainability."53
In essence, the developed nations have the power to stifle the
growth of developing nations simply through international trade. If
the environment is to be protected to a greater extent in currently
developing countries than it was in the development of the first
world, there should be a more equitable dispersement of the costs of
conservation. Restrictions enforced through international trade
should be justly compensated by those countries who reaped the
benefits of natural resource use in the past. The current situation has
led to a plethora of third world environmental legislation, only a
small portion of which is enforced, and a feeling of environmental
colonialism on the part of developing nations. This is an inequitable
arrangement, destined to be short lived.
The unsustainable state ofthird world development has arisen
through a combination of the role ofdeveloped nations in establishing
an inequitable global relationship and development framework and
the internal conditions ofthe third world in its quest for development
and resource use. The failed ladder theory of development, pressures
from international development and trade organizations, free trade
and transnational corporations embody the external factors
contributing to the problem. The third world's role consists primarily
of a desire for equity and the wealth of developed nations which fuels
52
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the devastating race to the bottom.
Comparative advantages in labor and natural resources,
combined with inefficient government operation, poverty, population
growth and concerns about national sovereignty and equity have
positioned the third world in a precarious economic state.
Consequently, slight fluctuations and economic hardships inflict
massive wounds on residents and the environment. This is the
perilous state and progression of the problem facing most of the
developing world.
III. The Role of Law and International Treaties:
Examples of What Has Been Tried

Some

Aside from the economic theories and approaches that have
already been mentioned, there are important environmental laws and
international environmental treaties that have in some instances been
implemented to induce more sustainable industry and international
policy. At the outset of this analysis, it is important to note that the
sophistication and quantity of environmental law and litigation in the
United States is unparalleled.54 However, many of the most
successfu avenues for environmental change in the third world and
first world lie outside the realm of litigation.
The disturbing truth about a majority of international
agreements on environmental practices and policies is that they are
laden with politics and generally constitute little more than
documentation of well intentioned philosophies. Although there are
hundreds of international environmental agreements ranging from
measures taken for ozone protection to the preservation of
biodiversity, only a few ofthe most influential will be addressed here.

See William Wilson, EnvironmentalLaw as DevelopmentAssistance, 22
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A. The Rio Declaration, 1992
The Rio Declaration was adopted at the United Nations
Conference on Environment and Development (UNCED). The
declaration is intended to represent a compromise between the
adopting nations and integrate their concerns about sovereignty,
poverty and protection of the environment.5 The declaration
reiterates the principle that states have the right to develop their own
resource use policy. It further maintains that, "the eradication of
poverty is an indispensable requirement for sustainable development,
in order to decrease the disparities in standards of living and better
meet the needs of the majority of the people of the world."56
Additional recommendations include:
[s]tates should cooperate to promote a supportive and
open international economic system that would lead
to economic growth and sustainable development in
all countries, to better address the problems of
environmental degradation. Trade policy measure for
environmental purposes should not constitute a means
of arbitrary or unjustifiable discrimination or a
disguised restriction on international trade. Unilateral
actions to deal with environmental challenges outside
the jurisdiction of the importing country should be
avoided. Environmental measures addressing
transboundary or global environmental problems
should, as far as possible, be based on international
57

consensus.

Though this agreement has provided a framework for many
environmental discussions and more specific agreements, the
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enforcement component, as with many international agreements, is
lacking. Therefore, the practical application of principles laid out in
the Rio Declaration is minimal.
B. Agenda 21
Agenda 21 is a portion of the Rio Declaration and was also
adopted at the UNCED. The document is a comprehensive charter of
action and particularly important to developing nations. Agenda 21
states that sustainable development should be promoted through trade
liberalization and that the global economy should provide a
framework through which trade and environmental policy can be
mutually supportive.58 The agreement further envisions, "an open,
equitable, secure, non-discriminatory and predictable multilateral
trading system [that] leads to the optimal distribution of global
production in accordance with comparative advantage,"59 while
promoting sustainable development. Agenda 21, like the Rio
Declaration as a whole, lacks specificity and enforcement provisions.
The agreement does carry weight as being an international consensus
on a set of development and trade ideals, which is a step in the right
direction. In future negotiations, the document may be used as a
leverage point for coercing aid from industrialized nations.
Of the specific causes of the third world development problem
addressed above, neither the Rio Declaration or Agenda 21 are of
much practical use. Though constructed quite broadly, they do not
specifically address the types of investment and trade that are to take
place or the extent to which the comparative advantages mentioned
above are to be exploited. Further, they do not address the failure of
the ladder theory of development, third world debt, regulation of
negative transnational corporate influences, or any of the internal
factors causing the current problems in the developing world.
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C. The Role of Third World Environmental Law
Though many developing countries have substantial
environmental law structures in place, there are few that effectively
employ them. In many situations, the laws are coerced by the various
international trade agreements and do not have the support of a large
constituency. By observing nations like India, Mexico, Thailand and
others, it is evident that unless there is broad based support for the
enforcement of environmental legislation, there will be little progress
made through the use of local environmental laws.
As demonstrated by the marginal success of the civil rights
movement, the prohibition period and other legislative shortcomings,
a one-dimensional legal approach fails if there is an insufficient basis
for the legislation. Though legislation is necessary for future
environmental protection, there is so little enforcement of
environmental laws in most regions that their existence is often
inconsequential." The positive aspect of environmental laws over
international treaties is thepotentialfor enforcement. Contrasting the
majority of unenforceable international agreements, one can assume
that once the wealth and desire of the third world reaches a higher
level we will begin to see an increase in the enforcement of domestic
environmental laws. The key is achieving enough wealth to finance
enforcement in an equitable manner, when the citizens of the
developing nation actually desire enforcement. Though the problem
ofpoor government is not addressed through domestic environmental
law, the impact of transnational corporations will eventually be
affected, which will in turn alter the race to the bottom significantly
in individual countries. Therefore, domestic environmental law has
the potential to reduce the impact of several external and internal
causes of the third world development problem.
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D. ISO Standards
The International Standards Organization has developed a
series of standard environmental requirements that are to be adopted
as a condition of doing business in the international market. This
approach focuses pressure on the economic side of environmental
management rather than the legal side. The standards rely on "market
forces to pressure the targeted companies to incorporate
environmental regulations into their management activities." 6 ' This
approach may function effectively through the corporate insurance
forum, since most corporate insurers are expected to use compliance
with the standards as a criterion upon which to base rates for many
businesses. Therefore, businesses are expected to comply with the
standards based on the incentive of lower insurance premiums.62
Another hybrid approach is the incorporation of the standards
into national law. This would utilize the legal framework described
above, while maintaining government policy control and solving the
enforcement problem through the market incentive to participate.
Presently, the California Environmental Protection Agency
(Cal/EPA) is discussing a possible agreement with Mexico that would
incorporate into Mexican law the ISO standards which Cal/EPA
helped develop.63
The economic protectionist fears that surround NAFTA
environmental provisions and eco-labeling schemes also exist
regarding the use of ISO standards. A familiar hurdle in international
trade, few countries willingly adopt the same stringent environmental
standards promoted by the first world. However, the combination of
market based incentives and national environmental legislation holds
substantial promise for the incorporation of sustainable environmental
standards into third world industry.
ISO standards are distinct from many of the other

61
62
63

Collin and Collin, supra note 45, at 533.
See id. (citation omitted).
See id.

THIRD WORLD DEBT AND DEVELOPMENT

1998]

65

international agreements in that they contain an effective enforcement
mechanism. While enforcement of environmental regulations
through trade can be a positive way to effectuate change, ISO
standards fail in several respects. For example, the standards do
nothing to address the root causes of environmental degradation and
inefficient trade practices. Internally, national sovereignty issues are
often raised, population and poverty are not addressed, the race to the
bottom continues and the desire for northern amenities continues to
grow. Externally, the developed world's promotion of free trade is
the most notable force behind the standards, though the environment
may benefit initially, the outcome of the development problem in the
third world will remain the same.
E. NAFTA and the Potential Effects of Regional Trade
Agreements
The NAFTA trade agreement has had some variable impacts
on the state of environmental legislation in signatory countries.64
Fears that lax environmental standards in Mexico would lead to
industries in the United States operating across the boarder led to the
requirements that adequate legislation, regulation, and norms
followed in the United States would also be followed in signatory
nations. This self interested motive has led to the passing of a
significant amount of environmental law in Mexico.
Specifically, the agreement recognizes that the "development
of unfair advantages resulting from uneven enforcement of
environmental laws" is intolerable.65 In the original text, each
country:
1.

6
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life or health;
Has the right to maintain environmental
standards that are higher than those
recommended by international organizations;
and
Recognizes that no country can lower health,
safety, or environmental standards to attract
investment.66

Signatory countries may impose bans on products that fall short of
international requirements on production subject to three limitations:
1.
2.
3.

Any ban must treat foreign and domestic
products uniformly;
The ban must be designed only to affect
domestic territory; and
A ban must be "necessary" to achieve its
67
stated environmental goals.

Environmental restrictions in the form of sanitary and phytosanitary
measures are to be the "least restrictive to trade, taking into account
technical and economic feasibility."6
As additional regional trade agreements are formulated and
refined, signatory countries are increasingly likely to include some
type of environmental guidelines. The global environment will
unquestioningly benefit from the addition of these regional
agreements. Lastly, to the extent that greater equity between
developed and less developed nations may be attained, regional trade
agreements like NAFTA pose the most feasible method of improving
the current plight of the third world environment.
There is no question that the policy agreements on the
66
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international environment and economy are quite exhaustive.
However, international law and policy must take another, more
efficient and directed avenue towards promoting sustainable
development. Though this can be done with the help of international
law and the various treaties and agreements, the documentation
cannot stand effectively on its own. The underlying environmental
pressures must be effectively dealt with before any such
environmental agreements will be followed or enforced.
NAFTA and other trade block guidelines can have both
positive and negative effects on third world development. While
theoretically improving conditions in the signatory nations and
providing minimal environmental requirements, the agreement also
limits the amount of sovereignty a country has in protecting its
environment. Though not likely to occur in the near future, if Mexico
desired more stringent environmental protections for the products it
imported, it would most likely be sanctioned as violating the nontrade-barrier provisions of the agreement. By setting both a floor and
a ceiling for environmental regulations, the agreement severely limits
states' environmental sovereignty.
IV. Mexico as a Case Study
The Mexican economic crisis of 1994 is the most recent third
world collapse that has been comprehensively analyzed. Since the
industrialization of the United States, there has always been a great
disparity in the amount of wealth and resources used in relation to
Mexico. This economic disparity is typical of the vast gulf between
developed and less developed nations of the world.
Mexico has epitomized the elements of the north-south
impasse and the condition of the typical developing nation. Mexico
has always followed the ladder theory of development in some form.
As early as the 1820's, the Mexican government began to incur
massive debts in London to finance mining projects. Many of these
failed and the bond issuers defaulted. High rates of default continued
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through the early 20th century. 69 Foreign direct investment (FDI)
became the primary source of investment capital, focusing primarily
on extractive and primary industries. Proponents found that TNCs
provided the necessary entrepreneurial, managerial, and technological
expertise needed for rapid development.7"
During the 1970's, international commercial bank lending
replaced FDI as the major source of capital due to the massive influx
of "petro-dollars" recycled from the various OPEC oil shocks that
occurred. Mexico borrowed heavily to finance export drives that
were intended to bolster the economy. 7' By August, 1982, Mexico
announced that it could no longer service its debt. Soon after this
announcement many other Latin American countries followed in
Mexico's footsteps. The restructuring arrangements, described here
by Enrique Carrasco and Randall Thomas, remain one of the major
leverage points perpetuating the north-south imbalance today:
In the debt restructuring negotiations between debtor
countries and their commercial bank creditors, the
banks agreed to provide balance-of-payments
financing in the form of "new money" loans and to
postpone payments of principal .... In return, debtor
countries agreed to continued interest payments and
adjustment programs. Supervised in most cases by
the IMF and the World Bank, the adjustment
programs sought to reduce demand in the short term
... and to increase supply in the long-term through
improvements in economic efficiency.72
What followed were periodic funds conditioned on certain
performance criteria, drastically influencing the formulation of
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domestic, economic and environmental policy in Mexico. Very little
additional lending took place after the mid 1980's while the region's
gross domestic product grew at an average rate of 1%." The
economic hardships in Mexico have disproportionately affected lower
income families and have led to a widening of the gap between rich
and poor.
In the 1990's, FDI began to increase as Mexico embraced a
free-trade philosophy. The government pledged stability in the value
of the peso in hopes of lessening the perceived risk to foreign
investors. During 1990 to 1993, $91 billion net capital flowed into
Mexico.74 However, most of the investment was dominated by short
term interests and in August, 1994, certain external economic factors
and political unrest led to crisis. Investors fled the Mexican economy
and the government was forced to devaluate the peso several times.
Mexico responded by pledging to privatize some governmentcontrolled industries, liberalize foreign investment rules, and follow
other IMF guidelines. These pledges, mortgaging Mexico's economic
liberty, slowed the decline temporarily but had little effect on ending
the economic decline.' The United States put together an initial loan
guarantee plan for $40 million which quickly ran into congressional
trouble as legislators insisted on Mexican assurances of a higher
minimum wage and the curbing of illegal immigration and drug
trafficking in return for the money. The second package was a
combined effort led by the United States constituting $50 billion in
aid. As expected, Mexico was forced to rely on its natural resources,
namely oil, to secure the loan. In the event of default, proceeds from
oil exports are to be diverted to the Federal Reserve Bank of New
York.76
Mexico continues to suffer from deep recession and
unemployment. The gap between rich and poor has widened and
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political unrest continues. Privatization of many industries continues,
and "[n]ationalistic sentiments have been aroused by the Mexican
government's continued efforts to attract foreign capital by selling off
parts of the state-owned petrochemical business.""
Mexico epitomizes the history of the inequitable north-south
relationship: the ladder theory failure, the role of international
development organizations, the perils of free trade and the roles of
TNCs and FDI. The internal condition of the Mexican population
and environment typifies much of the developing world: the desire
for development and a northern lifestyle, minimal comparative
advantages in the global market, unstable government, widespread
poverty, population growth and a sacrificing of national sovereignty
in attempt to cure some of its economic woes. On a larger scale,
Mexico exemplifies the precarious balance facing a majority of
developing nations.
V. Solutions
There is "no shortage of literature on international
sustainability, the problems involved, various treaties, summits and
conferences. There is a substantial shortage however, of practical
suggestions for how third world development and the environmental
impacts of economic hardships can be solved and how the gap
between developed and less developed nations can be remedied.
The nature of the problem described above is unavoidably
complex and can only be properly addressed in its component parts:
the external conditions affecting the third world and the internal
character which drives the development and policies of the third
world. The overarching theme, applying to both components of the
problem, is equity. There can be no viable solution that does not
rectify, first and foremost, the current disparity in global resource
availability and consumption.
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A. The Inequitable North-South Relationship
As demonstrated above, the specific external problems
involving the ladder theory of development, international
development organizations, free trade, international trade
organizations and regulations and the contributions of transnational
corporations are all intricately related.
1. The Ladder Theory of Development
The first step in balancing the north-south relationship is
conceding that the ladder theory of development does not work. The
ladder theory, in various forms, has been the development model for
most of the world. The economic collapse of the Asian Tigers in the
past year and the economic disparity that has persisted since the
industrialization of the first world should provide ample indication
that another approach must be adopted. The ladder theory has even
less potential now due to the intolerance of the first world toward
economic protectionism and trade barriers. Without the opportunity
for export-led growth, the third world has little hope of climbing the
economic ladder, assuming it can be climbed at all.
2. External Debt
The second step is to alleviate third world debt. External debt
is the primary stranglehold of the first world over the third world. As
mentioned above, the success of many developing countries, being
able to operate at a surplus, simply means that they can service their
external debt. The citizens of the developing country do not have the
opportunity to enjoy the benefits of successful government such as
improved infrastructure, expansion of social welfare programs and
other amenities typically enjoyed by a successfully governed first
world country.
There is no question that third world debt is one of the
greatest hindrances to their economic development. Solving this
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problem requires an unprecedented redistribution of wealth. The
development banks, IMF and other lending institutions have made
clear that they do not intend to let developing nations escape their
liabilities. This was demonstrated through the debt crisis of the
1980's described earlier. The rescheduling of debt repayment
accompanied by additional lending did little more than prolong the
terms of indebtedness and increase the quantity of debt to be repaid.
Since there is little hope ofreaching a voluntary resolution of
this situation, the developing nations of the world should collectively
default on their external debt. While this will create massive
shockwaves throughout the global economy, collective default will
have a redistributive effect that is unparalleled. This is the only
means to actually alter the course ofthe global economy and forcibly
correct some of the disparity that currently exists.
Contrary to United States law, the major lenders in most
international development cases will be unable to sue debtors to
recover borrowed funds. Though a developing nation may run the
risk of military intervention, it is unlikely that armed conflict would
arise over what amounts to petty theft on the part of the individual
nations that participate. Additionally, though the global economy
will be turned upside down, the third world faces little risk that things
will get worse.
Though facially this suggestion appears to be international
theft, there are a few less culpable aspects. First, the lost money lent
by the developed world will effectively be spread across the entire
first world population in the form of taxation and other government
revenue procedures. Secondly, those providing the "hot" money and
short term investment financing that plagues developing nations will
be affected the most, lessening currency speculation and actually
stabilizing a portion of foreign investment.
There is no loyalty in international short term investment.
Those who lost would undoubtedly reinvest, on a lesser scale since
some of their investment resources were taken, when the returns
outweighed the risk of additional defaults. On the contrary, long term
investors would remain virtually unscathed by a default since their
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interest is in the long term success of the country, which would be
substantially increased by the alleviation of the debt. In essence, the
developing world will have the chance to reward those who support
a sustainable development course and have a genuine interest in the
well being of the country.
Thirdly, a collective default is one of the only tools that the
developing world can employ to further its own interests and break
from the stagnant cycle of "progress." This act will not create any
new wealth or resource consumption and will not simply bring the
developing world closer to the consumption levels of the first world.
Abandoning external debt will be an active redistribution of the
massive wealth currently hoarded by the first world. Finally, a
collective default will lead to a shock in the global economy that may
be sufficient to alter some of the powerful bodies that maintain the
current inequitable system. The third world can essentially give itself
an economic "do-over."
The essential element to this suggestion is cooperation on the
part of at least a few debt laden developing nations. Only in a
combined effort will the debtor nations be able to force a
redistribution of wealth. A nation that defaults alone will most likely
be sanctioned into compliance. Many developing nations came close
to achieving a collective default in August of 1982 when Mexico
announced that it could no longer service its massive external debt.
Shortly thereafter Chile, Brazil, Venezuela and Argentina followed
in its footsteps.78 Therefore, an act of this nature is not as radical as
it is inevitable. Inter-generational debt is not sustainable in that it is
actually mortgaging the welfare of future generations. The debt trend
will not continue forever and eventually a majority of the principal
lent to the third world will be lost. The only question is time. The
third world is better off taking an active role in its future and
maintaining some control over the course of its economy. A
controlled default now is safer and more beneficial than an
involuntary default in the future.
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Noting that a collective default of this magnitude would
threaten the viability of the international financial system, the United
States, to whom a majority of the money was owed, negotiated with
Mexico initially and coerced a restructuring plan that consisted of
substantial "new money" loans. Chile, Brazil, Venezuela and
Argentina followed similar paths to compliance.79 As a result, many
of these countries have experienced little change in their global
economic status, are further in debt, have longer debt repayment plans
and are closely monitored by the IMF and World Bank. Solidarity
should be easier to come by the second time around.
On a smaller scale, this same approach is used to influence
corporate activity by local residents. As described in The Good
Neighbor Handbook, "[a] key is to identify and build sources of
power sufficient to alter the future course of the corporation.""0 Here,
instead of citizens influencing a corporation, there are unempowered
nations who have the ability to build a source of power sufficient to
alter the course ofthe global economic regime. Not unlike individual
residents, developing nations lack a legal right to force change
through some type of court system." They are compelled to utilize
other pressure points and forums for change. In short, "[b]uilding a
strong organization is almost always a necessary element of a
'' 2
sustainability campaign. 1
A collective default will create major changes in the external
elements of the problem, including international development
organizations, the nature of free trade, global trade organizations and
the international monetary system concurrently. Additionally, the
developing world will capture a larger role in the global economic
framework and thus remedy many of the internal factors contributing
to the inequitable north-south relationship.
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3. Changing Consumption Levels in the Developed World
The final external element to the inequitable north-south
relationship, dependent on a collective default, is the consumption
level of the first world. Though there are hundreds of eco-sayings
and "green" reasons for limiting first world consumption, they have
had little effect on actual resource use. However, consumption will
be forcibly changed in the event of a collective default. The first
world will not have the wealth available to consume 2/3 of the
world's resources. To hope for an altruistic reduction is overly
optimistic and will require far more time to realize than the
developing world should allow. Our future will remain unsustainable
until resource consumption becomes more equitable.
4. Transitional Steps That May be Taken Independently
of a Collective Default
The contributing elements that remain would be more
effectively dealt with through the solidarity arising out of a collective
default, but may also be effectively employed in the interim. These
are community based controls over the role of transnational
corporations and foreign direct investment in the third world. The
important changes required include increasing corporate
accountability, required transfer of technology, the protection of
industries that are feasiblely "homespun" and the third world latitude
to freely bargain the subsidies involved.
Corporate regulation and accountability must come from
within the area of operation. The first world is naive to think that
developing nations do not have the capacity or wherewithal to act in
their own self interest. Restrictions and monitoring imposed by the
first world are ineffective for ensuring sustainable operation of
industry. Without community interest and influence, there can be
little hope of enforcement. As stated in Where DidAll the Blue Skies
Go?, "[Misrepresented and unrepresented people] must be
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empowered with knowledge, and with a stake in the outcome." 83
The framework for community empowerment may be broken
into community consciousness raising, cultivation of leadership, and
the technology by which to monitor the local environment.8 4 Despite
the common perceptions ofthe first world, leadership and community
consciousness raising capabilities are equally if not more present in
third world communities. The trade-offs made by third world
residents may be different, but their ability to act on their own accord
should not be questioned. Empowerment will be achieved by
providing, not imposing, the technical tools necessary to empower
third world residents.
Through community and local government empowerment,
corporate externalities will be minimized or at least brought within
accurately negotiated allowances. Restricting externalities and
increasing corporate accountability from a community based effort
will limit the possibilities ofattaining "cheapness" in the international
market for goods at the expense of the host community.
The third world needs assistance, not a baby sitter. These
nations must take their own steps toward the monitoring of TNCs and
the role of the first world should be to assist, rather than to dictate
change. If the controls bargained for by a nation are unacceptable to
the interests of the first world, international groups like the Global
Environment Facility85 may step in and provide the extra capital to
include "clean" technologies or replace a certain subsidy. In this way,
the costs of compelling corporate internalization are spread out over
a base much larger than solely the developing nation, making the
elimination of externalities a more feasible and equitable possibility.
Only with a dramatic increase in the accountability of TNCs
will cross-border manufacturing be sustainable. Community
empowerment through technological tools is an efficient,
inexpensive, and equitable way to ensure greater corporate
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accountability and reduction of externalities. This empowerment
transition must take place with or without a collective default and in
either event is essential to providing a check on the power of
transnational corporations.
B. The Condition and Role of the Third World
There are many difficult steps that the developing world may
have to take in order to progress sustainably. First and foremost,
organization into effective bargaining groups is essential. Whether
they choose to collectively default or not, they will remain
disadvantaged until they combine their strengths and influence in an
effective and empowered voice. If they choose to default, the
material advantages and attendant lifestyles of the first world will be
more plausible, not through increased total resource use but through
redistributing current global resources more fairly.
The race to the bottom will continue as long as different areas
are competing for industry. However, the nature of the race can be
substantially altered if there is greater global equity and adequate
compensation for forgone subsidies. Though the race to the bottom
will remain, the "bottom" will not be as low.
With greater equity arising from the collective default, the
third world will have greater control over its comparative advantages.
With the ability to employ more true cost accounting, the third world
will be able to use its comparative advantages as actual advantages,
instead of becoming the farms or mines of first world corporations.
As third world nations become wealthier, many social problems are
likely to be addressed. Additionally, some analysts maintain that
there is an inverted-U relationship between wealth and environmental
concern or protection. A controversial study involving air pollutants
in Mexico City and per capita income determined that environmental
quality decreased as per capita income rose to the point ofUS $5,000,
at which point the environmental quality increases with income. 6
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Whether the study is accurate or not, with greater income the citizens
and the environment of the third world will benefit.
There is an important role for law in molding a new and
equitable international structure. The laws of many developing
nations are typically unreliable and unenforced. The accountability
of law and the legal field will be of paramount importance as the
global structure is rearranged. The citizens ofthe third world, though
empowered through consciousness, leadership and technical tools,
will have a difficult time mandating corporate accountability or
preserving equity without the reliability and accountability of the
legal system. The law is an essential tool for an empowered and
effective community, whether dealing with corporate or political
oppression.
On a larger scale, the third world must use its laws to direct
social perceptions and social institutions, as well as provide for the
implementation of goal setting strategies. There can be no
sustainable policies developed or implemented without a strong set
of laws to provide a dependable framework.
Finally, the third world must maintain sovereignty in
determining its economic, environmental and social policies. The
roles of international standards may be agreed upon but never
mandated. A sustainable future economy depends on individual,
rather than, as some authors suggest, uniform environmental
standards. As stated in The GoodNeighborHandbook,"National and
international standards, thoroughly enforced, remain a fundamentally
necessary strategy to allow local industries to engage in the most
costly of sustainability measures without risking pricing
disadvantages. 8s7 There is no question that different national
characteristics create different levels of sustainable development.
What is sustainable in one region is certainly not sustainable in every
region. Therefore, each nation must determine for itself what optimal
levels ofproduction or harvest to maintain and the methods by which
resources are to be used. If these levels are unacceptable to other
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nations, the only solution is to spread the costs of more restrictive
policies among all those involved by fairly bargaining for changes in
policy. Though many of the internal changes that need to be made
require the capability to finance programs, a large majority could be
pursued in the absence of a collective default. The default, however,
would greatly ease the financial burdens of many governments and
make the implementation of these steps less ominous.
VI. Conclusion
There are more international sustainability theories, agencies
and policies than there are nations in the world. Yet, since the
industrialization of the first world, little progress has been made
toward lessening the gap between the world's rich and poor. The
third world is currently at such a disadvantage in the global hierarchy
that its populations and environment are leveraged to the breaking
point just to keep up. There is increasing recognition that human
population and activity may be approaching unsustainable levels, but
little recognition of the necessity for global equity.
The third world cannot afford to wait for altruistic gestures
from the wealthy developed nations to attain an equitable share of our
global resources, and there are few tools by which they can force
change. Though the combination of the external and internal
problems of the developing world appear insurmountable, the
solutions described above provide a realistic basis by which they may
be solved. Though the suggested changes do not provide for an easy
remedy, we must realize that dramatic global changes will occur with
or without human participation. Future generations will certainly be
better off if we manage to proceed with caution in the further
development of our resource use while taking an active role in the
redistribution of the resources we are currently using.
As seen with the continued failings ofthird world economies
and the suffering of third world populations, the current system is
unacceptable. Though progress has been made in the realm of
international environmental regulation, the lack of equity in coerced
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environmental controls has ensured its failure. The themes of
international sustainability must start not with greater environmental
controls or international trade agreements but with fairness. Without
equity, we cannot hope for a sustainable future.
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APPENDIX
United Nations Organizations as of August 20, 1998
ACC Subcommittee on Drug Control - Vienna, Austria
ACC Subcommittee on Nutrition - Geneva, Switzerland (ACC/SCN)
ACC Subcommittee on Oceans and Coastal Areas - Paris, France
ACC Subcommittee on Rural Development - Rome, Italy
ACC Subcommittee on Statistical Activities - New York, USA
ACC Subcommittee on Water Resources - New York, USA
Ad Hoc Inter-agency Meeting on Women - New York, USA
Administrative Committee on Coordination - New York, USA (ACC)
Advisory Committee on Administrative and Budgetary Questions - New
York, USA (ACABQ)
Consultative Committee on Administrative Questions (Financial and
Budgetary Questions) - Geneva, Switzerland (CCAQ(FB))
Consultative Committee on Administrative Questions (Personnel and
General Administrative Questions) - Geneva, Switzerland
(CCAQ(PER))
Consultative Committee on Programme and Operational Questions Geneva, Switzerland (CCPOQ)
Economic Commission for Africa - Addis Ababa, Ethiopia (ECA)
Economic Commission for Europe - Geneva, Switzerland (ECE)
Economic Commission for Latin America and the Caribbean - Santiago,
Chile (ECLAC)
Economic and Social Commission for Asia and the Pacific - Bangkok,
Thailand (ESCAP)
Economic and Social Commission for Western Asia - Amman, Jordan
(ESCWA)
Food and Agriculture Organization of the United Nations - Rome, Italy
(FAO)
Information Systems Coordination Committee - Geneva, Switzerland
(ISCC)
Inter-agency Committee on Sustainable Development - New York, USA
(IACSD)
Inter-agency Meeting on Language Arrangements, Documentation and
Publications - New York, USA
(IAMLADP)
International Atomic Energy Agency - Vienna, Austria (IAEA)
International Bureau of Education - Geneva, Switzerland (IBE)
International Centre for Science and High Technology - Trieste, Italy
(ICS)
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International Civil Aviation Organization - Montreal, Canada (ICAO)
International Civil Service Commission - New York, USA (ICSC)
International Computing Centre - Geneva, Switzerland (ICC)
International Court of Justice - The Hague, The Netherlands (ICJ)
International Fund for Agricultural Development - Rome, Italy (IFAD)
International Labour Organization - Geneva, Switzerland (ILO)
International Maritime Organization - London, UK (IMO)
International Monetary Fund - Washington, USA (IMF)
International Research and Training Institute for the Advancement of
R e p u b I i c
Women - Santo Domingo, Dominican
(INSTRAW)
International Telecommunication Union - Geneva, Switzerland (ITU)
International Trade Centre UNCTAD/WTO - Geneva, Switzerland (ITC)
International Training Centre of the ILO - Turin, Italy (ILO/ITC)
Joint Inspection Unit - Geneva, Switzerland (JIU)
Joint Inter-agency Meeting on Computer-assisted Translation and
Terminology - Geneva, Switzerland (JIAMCATT)
Joint United Nations Information Committee - New York, USA (JUNIC)
Joint United Nations Programme on HIV/AIDS - (UNAIDS)
Multilateral Investment Guarantee Agency - Washington, USA (MIGA)
Organizational Committee of ACC - New York, USA (OC)
Outer Space Affairs, Office for - Vienna, Austria (OOSA)
Panel of External Auditors of the United Nations, the Specialized
Agencies and the International Atomic Energy Agency - New
York, USA
United Nations Board of Auditors - New York, USA
United Nations Centre for Human Settlements (Habitat) - Nairobi, Kenya
(UNCHS (Habitat))
United Nations Children's Fund - New York, USA (UNICEF)
United Nations Commission on International Trade Law - Vienna,
Austria (UNCITRAL)
United Nations Compensation Commission - Geneva, Switzerland
(UNCC)
United Nations Conference on Trade and Development - Geneva,
Switzerland (UNCTAD)
United Nations Convention to Combat Desertification - Geneva,
Switzerland(UNCCD)
United Nations Development Fund for Women - New York, USA

(UNIFEM)
United Nations Development Programme - New York, USA (UNDP)
United Nations Educational, Scientific and Cultural Organization - Paris,
France (UNESCO)
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United Nations Environment Programme - Nairobi, Kenya (UNEP)
United Nations Framework Convention on Climate Change - Bonn,
Germany (UNFCCC)
United Nations Headquarters - New York, USA (UN)
United Nations High Commissioner for Human Rights, Office of the Geneva, Switzerland (UNHCHR)
United Nations High Commissioner for Refugees, Office of the - Geneva,
Switzerland (UNHCR)
United Nations Industrial Development Organization - Vienna, Austria
(UNIDO)
UnitedNations Institute for Disarmament Research - Geneva, Switzerland
(UNIDIR)
United Nations Institute for Training and Research - Geneva, Switzerland

(UNITAR)
United Nations International Drug Control Programme - Vienna, Austria

(UNDCP)
United Nations Interregional Crime and Justice Research Institute Rome, Italy (UNICRI)
United Nations Joint Staff Pension Fund - New York, USA (UNJSPF)
United Nations Office at Geneva - Geneva, Switzerland (UNOG)
United Nations Office at Vienna - Vienna, Austria (UNOV)
United Nations Office for Project Services - New York, USA (UNOPS)
United Nations Population Fund - New York, USA (UNFPA)
United Nations Relief and Works Agency for Palestine Refugees in the
Near East - Amman, Jordan (UNRWA)
United Nations Research Institute for Social Development - Geneva,

Switzerland (UNRISD)
United Nations Staff College - Turin, Italy (UNSC)
United Nations University - Tokyo, Japan (UNU)
United Nations Volunteers - Bonn, Germany (UNV)
Universal Postal Union - Berne, Switzerland (UPU)
World Bank - Washington, USA (IBRD)
World Food Programme - Rome, Italy (WFP)
World Health Organization - Geneva, Switzerland (WHO)
World Intellectual Property Organization - Geneva, Switzerland (WIPO)
World Meteorological Organization - Geneva, Switzerland (WMO)
World Tourism Organization - Madrid, Spain
UN System WEB Locator home page
Home Page URL - http://www.unsystem.org/

