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Global Risks:
social & environmental risks on top

Top 10 risks in terms of Top 10 risks in terms of

Likelihood Impact
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Report 2019



European Political

Strategy Centre

Rising chronic dissases

, Increasing national
Changing climate /, sentiment

Issues are very
much connected
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Sustainable Development is therefore more
than ticking the boxes of the 17 SDGs
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In other words: there are Inextricable Links

Climate change
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Source: Adapted from Kate Raworth’s ‘Donut of social and planetary
boundaries’ (2017)
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Sustainable Development is more than climate or
‘green’

Sustainable
Development

Climate change Climate change Other
mitigation adaptation environmental

?—

“Low-carbon” Climate Green Socioenvironmental “Sustainable”
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Any strategy for the SDGs must reflect
Europe’s unique characteristics

Europe is a world leader in quality of life
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Source: OECD, UN, European Commission. Visual reproduced from the European Commission’s Reflection Paper on The Social

Dimension of Europe, 2017
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But at the same time
the Global Economy is Shifting East

Share of developing Asia in total world GDP Annual sales of electric vehicles
(constant 2011 international $ PPP)
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RISK #1: Aiming only for high growth

Not a single country has achieved a high human development
within planetary boundaries
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How to measure success?

Global material extraction is growing Since 1970, 60% of the world’s
continuously vertebrate animals have been wiped
B Biomass M Fossil fuels ™ Metallic minerals out
® Non-metallic minerals
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Source: European Commission, EIP on Raw Materials, Raw Source: Living Planet index, WWF/ZSL. Note: shaded
Materials Scoreboard 2018, based on UN Environment areas show the statistical uncertainty surrounding the
Programme (historic data) and Hatfield-Dodds et al. (2017) trend

(projections). - Visual source: The Guardian
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RISK #2: Overlooking the intersections
between social & environmental policy,
thereby compromising both

EU planning well ahead for the transition More Europeans unable to pay their utility
in coal regions bills in recent years

Potential job losses
Until 2030 (cumulative)
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RISK #3: New forms of employment require a
reinvention of the Social Contract

Intergenerational divide: the At risk of poverty, percent of total
incidence of non-standard employment

Southern Europe
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Source: World Bank, 2018 Source: Eurostat
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RISK #4: Fiscal unsustainability: about
demographic ageing and more

The old-age dependency ratio will
continue rising across Europe
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Sources of revenue are coming under ever greater

pressure

Evolution of taxes over time,
OECD countries,
indexed to 2000
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The share of national income paid to
workers has been declining in many
countries
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RISK #5: Turning a blind eye to the
outsourcing of unsustainable practices

China and India produce carbon-intensive products for consumption by Americans and
Europeans

Hong Kong
10 P

s
Balance of trade 12 13
in embodied CO, ——

Imports I.I Exports

Giga tonnes

Source: KGM & Associates; Global Efficiency
Intelligence, 2018 ‘The Carbon Loophole in Climate
Policy: Quantifying the embodied carbon in trade

products’ -
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A global approach is crucial

Africa vs. Europe Population 1950-2100
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RISK #6: 'Others should...”: Individual
consumption is the elephant in the room

Meat is the most resource-inefficient form Where one lives also matters
of food Average carbon emissions per household by selected
Land area needed to produce one unit of protein by food neighbourhood types (tonnes)
type (in m2)
Exurban
.2.1 kg @ M At Insects 0.7 to 1 dwelling
A® salmon units per acre
ﬁ ,"' 998 Fogs Suburban
& Poultry 3 to 4 dwelling
28 kg @ YY) 4 Pork units per acre
™ Beef
@ il Urban average
3.0 @ Q 30+ dwelling

units per acre

ﬁ' Carless urban

average
(X, G e
BUEY

Source: Our World in Data, Clark & Tilman, 2017 Source: Country of Cities
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RISK #7: Innovation may not always lead to

sustainable outcomes

Total R&D expenditure in billions of
current purchasing power standards,
1981-2017

B United States m EU ® China ® Japan ® Germany
W France M India ™ Russia ™ South Korea ® United Kingdom

358 PPSE€ (billions)

Source: Values extracted by DG Research and
Innovation, European Commission, based on data
from Eurostat, OECD, UNESCO

Total R&D expenditure as a percentage of GDP,
1981-2017
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Sustainability risks are financial risks

Possible impacts of climate-related natural disasters on the economy
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natural disaster
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Source: Bank of England
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Opportunities need to be made visible
and captured

Environmental economy growing The number of smart homes in the EU is
faster than overall economy expected to increase tenfold by 2021

m Environmental economy: employment

m Environmental economy: gross value added
m Overall economy: employment

m Overall economy: gross domestic product

Smart homes* in the European Union
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heating, ventilation, air conditioning, security, as well
as home appliances

Source: Eurostat, European Commission - Source: European Commission
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How can we connect the world of finance to the
sustainable one?
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All actors throughout the finance value chain will have
to be on board
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Source: EPSC

Time for systemic change

FROM

Natural resource and habitat over-exploitation,
fossil-fuel based economy

g

Produce-consume-dispase
(linear) model

Focus on GDP growth

Society based on growing private resource
consumption (cars, unused properties)

One-size-fits-all
environmental policy

Labour market ‘insiders' covered by social
protection vs ‘outsiders’ living precariously

Minimising fiscal expenditure
even in difficult times

Treating emissions as geography-constrained
(each country has its own independent targets)

o

Box-ticking silos that miss the bigger picture
and fail to achieve syneraies

Profit-driven innovation
and investment
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Respect for planetary boundaries
and dimate-neutral economy

Circular economy (closed loop)
and restoration of ecosystems

Moving beyond GDP to welfare and
sustainability oriented metrics

Shared public consumption of limited resources
(public transport, efficient housing)

Inequality-sensitive policy, multilevel
and multi-stakeholder approach

Inte%rating all forms of work into
fortified social protection systems

©

Focus on strengthening the revenue base (addressing

tax dodging, taxing capital rather than labour)

Addressing emissions outsourcing to
poarer countries via trade

Mission-oriented innovation
and sustainable finance

System-wide
approach to change
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