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 ‘we have taken the Earth for granted,  
destabilizing the very systems upon which  

we rely for survival’. 
UNDP, 2020 

Introduction 

This Special Issue is part of a joint initiative on ‘Financial Crises, Poverty and Environmental 

Sustainability’ by the Sussex Sustainability Research Project (SSRP) of the University of Sussex, the 

UNDP-UNEP Poverty-Environment Action for Sustainable Development Goals (Poverty-Environment 

Action) and the United Nations Research Institute for Social Development (UNRISD). The aim of the 

project is to foster an evidence-based understanding of the multiple and complex ways in which 

poverty and environmental dynamics interact in moments of economic crises, and how this interaction 

can be managed in a way that facilitates the transition to sustainability. Put differently, what ‘synergy 

drivers’ are there and how they can be activated (Alcamo et al 2020). 

The severe economic shock from the Covid-19 pandemic throw into sharp relief the challenge 

currently faced by human communities everywhere in our planet. If we fail to revive economic growth, 

we may trigger a new domino of severe socio-economic and humanitarian crises across the globe but 

especially in low- and middle- income countries, with devastating consequences for global stability 

and prosperity. If we ‘succeed’ to return to the ‘old normal’ by reviving growth rates, then we risk an 

even larger environmental catastrophe with unpredictable consequences for life on earth. This 

conundrum was not created by the pandemic. Poverty reduction had slowed down, if not stalled, 

before the pandemic, extreme food insecurity has been on the rise at least since 2015, and resources 

available for health, education and climate change have been shrinking in developing countries due 

to rising debt service obligations.  

The pandemic has complicated our path to achieve the Sustainable Development Goals by 2030. We 

are now facing a rise in the absolute number of people living in extreme poverty for the first time in 

20 years. The Covid-19 induced extreme poor in 2020 are estimated by the World bank at 119 (~17%) 

and 228 million (~12%) at $1.90 and $3.20 poverty thresholds respectively. Past financial crises from 

1980-2015 also saw an average 10% increase in extreme poverty in low income countries (Antoniades, 

Widiarto, Antonarakis, 2020). Economic crises also reactivate poverty and social inequality traps (e.g. 

children out of school, less investments in health and education, reversals in gender equality). A recent 

study estimates the average fall in government education expenditure in low-income countries at 

periods of financial crises at 17.7% (ibid.). The lag effect of financial crises may then be several times 

larger to their immediate effect. Financial crises and COVID have also seen effects on the environment. 

Empirical evidence based on a large number of financial crises over the period 1970-2014 shows 

positive environmental effects associated with financial crises (e.g. reductions in atmospheric 

emissions), but these are short-lived (one-two years) regardless of the duration of the financial crises 

(Pacca et al 2020). The current pandemic crisis seems to follow the same pattern. Temporary 

decreases in pollutant emissions and increases in water quality, but also an increase in destructive 

practices, such as increases in plastic pollution and waste, and increase in tropical logging due to 

reduced monitoring and enforcement and green investments.  

Determining factor for the above poverty and sustainability traps and vicious socio-environmental 

cycles is the policy response adopted in moments of crisis. This is what needs to be done differently 

this time. We cannot afford to first address the ‘economic’ crisis and then clean up later by moving on 

to the ‘environment’. We need to respond in an integrated way. The main target should be a new eco-



social contract that will allow us to build back better and transition to a new sustainable socio-

environmental model. Put differently, our way out of the conundrum will come from building 

something new, from our determination to use this unprecedented crisis in order to transform our 

economic and growth models and strengthen the existing global governance structures in a way that 

ensures an inclusive, just, sustainable transition to the day after. Our organisations are concentrated 

on this target. UNEP has advocated that although immediate priority is on emergency measures to 

address the health crisis and its economic fall-out; greening recovery efforts can help nations build 

back better after the pandemic to increase resilience to future crises by ensuring a healthy 

environment that backs healthy people. Indeed, UN Secretary General António Guterres (2020) has 

set out six climate and finance-related actions to shape a better recovery:  

1. Deliver new jobs and businesses through a clean, green transition.  
2. Tie public bailouts of businesses to achieving green jobs and sustainable growth.  
3. Use fiscal firepower to drive a shift from the grey to green economy  
4. Use public funds to invest in the future, not the past. End fossil fuel subsidies and make 
polluters pay for their pollution.  
5. Incorporate climate risks and opportunities in the financial system, public policy making 
and infrastructure.  
6. Work together as an international community.  
 

The UNDP (2020) suggested we rethink the concept of human development in the age of the 

Anthropocene. The UNDP and UNEP joined forces in the Poverty-Environment Action for Sustainable 

Development Goals to promote the integrated approach required to guide the needed transition on 

the ground in the framework of SDGs. The progress and success achieved thus far reveals new horizons 

of hope for eradicating poverty and achieving related Sustainable Development Goals — such as Goal 

2, Zero Hunger — in least developed countries through targeted investment in sustainable 

management of the environment and natural resources (UNDP-UNEP 2020).UNIRSD (2021) has 

created a new partnership with the Green Economy Coalition (GEC) to join up researchers, 

practitioners, advocates, activists and policy decision makers in a network to explore the multiple 

facets of a new eco-social contract. The network will provide spaces and counterparts for debate, 

diagnosis and transdisciplinary dialogue on topics crucial for this new eco-social contract, such as: 

intergenerational justice (youth), human rights-based approaches (marginalized groups) and the 

rights of nature (environment). The SSRP, a partnership between the University of Sussex and the 

Institute of Development Studies (IDS), has been putting science in the service of SDG implementation 

through more than 65 projects in 15 low and medium income countries across the globe (e.g. Brazil, 

China, Egypt, Ecuador, India, Kenya, Papua New Guinea, Peru, South Africa, Zambia). Advancing ‘deep 

interdisciplinary’ and working with local stakeholders, SSRP researchers have been focusing on key 

SDG interconnections between poverty, environmental change and public health.  

With this Special Issue we aim to make a contribution to this transition effort. Our approach is cross-

disciplinary and cross-sectoral, and our methodology pluralistic. We present new evidence and 

insights on the interplay between financial distress, poverty, the environment and climate change, 

and we make suggestions on what policies can increase resilience and facilitate the needed transition.  

Our analysis starts with an exploratory study by Bernardo Cantone, Alexander Antonarakis, Andreas 

Antoniades (2021) on the impact of ‘Great Stagnation’ on environmental sustainability. The analysis, 

akin to a ‘read world experiment’, aims to examine whether the persistent slowdown in growth-rates 

experienced after the global financial crisis of 2008/09 is associated with an amelioration of 

environmental indicators related to biodiversity, water, forests, agriculture and emissions. This is one 

of the first studies to offer a global analysis on the environmental impacts of great stagnation, and its 



findings are important on understanding the impact of slower growth economic regimes on the 

environment and climate change. The study accounts also for how income, geography/continents, 

forest cover, biomes and environmental performance may mediate the environmental impact of Great 

Stagnation on different countries.  The authors find no evidence of an overall positive environmental 

result. They also observe some deterioration in terrestrial and marine biodiversity. The findings 

indicate that prolonged economic slowdowns do not necessarily lead to better environmental 

outcomes, and this should be taken into consideration in designing and managing the transition to 

sustainability.  

Tim Jackson and Peter Victor (2021) follow-up on this theme by examining how conditions of declining 

growth impact on inequality dynamics. Using a stock-flow consistent (SFC) macroeconomic model they 

explore the role of two key factors – the savings rate and the elasticity of substitution between labour 

and capital – in the severity of systemic inequality under conditions of declining growth. The authors 

find that a declining growth rate does not inevitable leads to increasing levels of inequality (‘Piketty’s 

hypothesis’). The outcome rather depends on the degree of substitutability and institutional balance 

of power between labour and capital. They also examine how different redistributive measures 

(progressive income tax, a tax on capital and a universal basic income) impact on inequality dynamics 

in conditions of declining growth. The paper makes a strong contribution by demonstrating that 

inequality dynamics depend crucially on the institutional context within which a decline in the growth 

rate is taking place.   

The next two contributions focus on how crisis-response can strengthen resilience and sustainability. 

Isabell Kempf and Paramita Dutta build on recent findings from a UNRISD survey on vulnerabilities to 

demonstrate the key role that Universal Social Protection (USP) can play in responding to economic 

crisis, building socioeconomic resilience and implementing the SDGs. They advance the concept of 

Transformative Social Policies (TSPs), including care policies, income support, universal health and 

social protection, as well as a human rights framework, and demonstrate that TSPs are not only an 

important buffer during periods of economic and social crisis but also have a long-term recovery and 

development role in the form of redistribution and the promotion of human rights and equality. The 

need for an integrated policy approach is also decisive for TSPs effectiveness and for reaching the most 

vulnerable and marginalised populations within universalism. To paraphrase an old dictum, either the 

needed transition to sustainability will be inclusive and just, or it will not be at all. 

Howard Haughton and Jodie Keane keep the focus on crisis-response but move onto the debt distress 

experienced by an ever-increasing number of developing countries, especially low-income. A looming 

domino of socio-economic devastating crises has the potential to derail human development and lock-

in environmentally harmful economic practices. To avert such a destructive scenario, we need a 

response to debt distress that enhances resilience to climate change and attainment of the SDGs. 

Haughton and Keane show how debt swaps can be effectively deployed as part of a revitalised global 

partnership for development that serves environmental sustainability. They delve into important 

issues related to the operationalization of debt swaps and address a number of challenges related to 

past instances of debt-for-nature swaps, such as scaling-up and conditionality. The authors argue that 

to be effective, debt swaps must be mapped into existing national development plans, funded through 

national budgets, and draw on wider local stakeholder participation. Transitioning to sustainability is 

unlike to succeed if we fail to set in motion mechanisms that address the problem of debt in a way 

that improves environmental sustainability. 

The final three contributions zoom in on different aspects of the political economy of climate change 

and climate adaptation in different global regions. John Beirne, Nuobu Renzhi and Ulrich Volz examine 

the impact of climate change vulnerability on sovereign borrowing in Southeast Asian. Their findings 



reveal one more feedback loop in the vicious cycle between poverty and climate change.  ASEAN 

countries that are particularly exposed to climate change and have the greatest need for scaling up 

resilience investment face the highest climate change risk premium on their sovereign debt. Put 

differently climate change exposure and vulnerability increases the cost of sovereign borrowing, thus 

reducing the fiscal space available for critical policy areas such as poverty, health, education and 

climate adaptation itself in the countries that these are needed more. Correspondingly, the authors 

find that greater resilience to climate change has an offsetting effect on sovereign debt risk premiums, 

although on a smaller magnitude in comparison to the effect found for climate change vulnerability. 

Vidya Diwakar and Antoine Lacroix analyse the relationship between climate-induced environmental 

shocks and poverty persistence in three Sub-Saharan African countries, Niger, Tanzania, and Uganda. 

The authors map the multiple direct and indirect channels through which climate disasters affect 

households’ poverty and wellbeing. Chronic poor households are affected significantly more from 

environment-related shocks, such as drought or irregular rains, floods, elevated rate of crop sickness 

or livestock disease. The consequences of and coping strategies to these shocks that indirectly affect 

poverty persistence include a reduction in consumption and consequent food insecurity, receipt of 

transfers often by family living elsewhere in the country, and some indication of reduced household 

assets though variably depending on country and type of disaster. Diwakar and Lacroix’s analysis 

advances our understanding of how environmental shocks limit the ability of poor households to build 

resilient pathways out of poverty.  

Maryam Aslany pushes this analysis further by examining the relationship between poverty, climate 

change and climate adaptation through the prism of social stratification and class relations. Focusing 

on a village in the state of Maharashtra in India, she develops a novel approach to access how class 

affiliation affects perceptions of climate change and adaptation practices. The analysis comes to 

challenge Community Based Adaptation (CBA) models that fail to account for the importance of 

different intra-community socio-economic conditions and power relations. Aslany warns us that 

without a deep understanding of local socioeconomic conditions and without taking concrete 

measures to address local social imbalances, CBA policies may have harmful, unintended 

consequences, exacerbating inequalities and vulnerabilities. 
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