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EDITORIAL

Jobs, Prosperity and a Sustainable
Economy: It’s All Common Sense

Husseini discusses the potential of
standards, while Mike Kelly and Tony Cassils suggest
that traditional "command and control" approaches need
to be combined with incentives and disincentives such
as market instruments, green taxes and subsidies.

In the 1988 election campaign the environment ranked
second only to the issue of free trade. But in the lead up
to the 1993 federal election, the media and polis have told
us that the environment is way down the list of priorities.
Canadians are concerned about jobs and the economy.
We can't afford to worry about the environment in this time
of weak economic growth; it's a luxury we can only afford
when times are good. Right?

Wrong. This kind of attitude reflects the mistaken belief
that environmental protection must necessarily come at
the expense of jobs and economic growth. In reality the
economy and the environment cannot be separated. Just
as we cannot expect long-term economic growth if we
continue to spend more than we create in wealth, we
cannot expect a strong economy if we deplete and pollute
our source of natura! capital.

That's just common sense.

One in three working Canadians derives his or her income
directly from resource-based industries. Yet at the same
time, our economic activity and industrial processes are

depleting, degrading and polluting those natural re-

sources on which they depend. Even a country as rich in
resources as Canada cannot build long-term productivity
and wealth without using its resources efficiently and
sustainably. The east coast fisheries is an obvious testi-
mony to that argument.

Only through a strategy of environmentally sustainable
economic development can Canada expect to prosper in
the long-run.

What's more, the process of moving toward sustainable
development has great potential 10 create jobs. As Gary
Gallon points out, the environmental industry reaps an
estimated $10 billion each year, employs over 80,000
people and is expanding rapidly. Kirk Falconer argues
that spending on environmental innovation and technol-
ogy can create jobs through productivity and profitability
improvements.

The theme of sustainability and prosperity is not new to
the National Round Table. These arguments reflect the
NRTEE's own initiatives which include 14 recommenda-
tions to the Prime Minister on specific steps the govern-
ment could take to improve Canada’s prosperity.

Although we are making some progress, the systems,
regulations and institutions needed to make the transition
to sustainable development are not yet in place. As both
John Dillon and Jean-Denis Barry argue, from the point
of view of big and small business respectively, govern-
ment policy has a role in challenging firms to respond to
competitiveness, through a mixture of appropriate envi-
ronmental regulations and market incentives. Ahmad

environmental

Essentially, we need to get the prices right. Dan Ruben-
stein explains how at present, our accounting systems
fail to adequately value our natural resources; they also
fail to internalize environmental costs to business.

Many successful Canadian businesses realize that pro-
tecting and enhancing the environment is not just a cost
of doing business, but a potential source of competitive
advantage. The articles on the pages that follow contain
many promising success stories. Jack Macleod de-
scribes Shell Canada’s evolution from environmental
management to sustainable development. David Run-
nalls and Jim MacNeill provide an inside view on Ontario
Hydro’s major plans for a sustainable energy strategy.

Helen Sinclair and Angus Ross explain, from a financial
services perspective, why environmental risk must be a
part of doing business. And Pierre Marc Johnson and
André Beaulieu explain why trade liberalization pro-
motes better environmental management.

The transition to sustainable development requires ap-
propriate systems of information and reporting. Stephan
Barg explains what corporate reporting for sustainable
development is all about. Sustainable development also
requires new ways of communicating and making deci-
sions. John Houghton describes his experience in a
multi-stakeholder dialogue on Canada’s forest sector,
and the positive results achieved.

Barry Sadler argues that rather than being seen as a
luxury of affluence, sustainable development should be
seen as a key to prosperity and competitiveness. Doug
Miller calls this "new economics.”

The collection of articles in this edition of the NRT Review,
representing the opinions of a variety of leading experts,
provides convincing and concrete examples of sustain-
able development in action. Taken together, they rein-
force the argument that a commitment to sustainable
development could be a real source of job creation,
economic growth and long-term prosperity for Canada.

As Pierre Marc Johnson has said: "The first nations to
adapt to the new environmental realities of the 1990s wiill
be the winners of the next century.”

It is time to embrace the concept of sustainable develop-
ment as the only pathway to a stronger economy and
more and better jobs for Canadians.

Kelly Hawke Baxter
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Corporate Sustainable

SHELL CANADA

Development Management

Jack M. MacLeod

Under the leadership of Jack MacLeod, Shell Canada Ltd. was one of the first
companies to publish a sustainable development report. Shell’s report is part
of a comprehensive sustainable development plan which covers all aspects and
operations of the company. Mr. MacLeod explains Shell’s evolution from
environmental management to sustainable development.

The Conference Board of Can-
ada has identified three stages
in the evolution of corporate environ-
mental management: "Ad Hoc Man-
agement", "Managing for Compliance"
and "Managing for Sustainable Devel-
opment'. | experienced that evolution

quite personally during the 38 vears
| worked in the petroleum industry
with Shell Canada Limited.

Up to about the end of the 1960s, the
petroleum industry practised "Ad
Hoc Management'.

The "Managing for Compliance”
practices that our industry applied
throughout the 1970s became pro-
gressively more elaborate as the in-
teraction between our operations
and the surrounding environment
became more complex and as envi-
ronmental regulation became more
intensive.

By the mid 1980s Shell Canada im-
plemented an explicit Health, Safety
and Environment Policy to guide en-
vironmental management practice.

Throughout the three decades of
these first two stages of the evolu-
tion, industrial corporations as a
whole had a mixed record in environ-
mental performance. This, together
with periodic major environmental
accidents, fuelled a public percep-
tion of environmental insensitivity
and irresponsibility on the part of in-
dustrial corporate management.

In 1990 Shell Canada began the third
stage of the evolution moving from
*Managing For Compliance" to "Man-
aging for Sustainable Development".

First, we created an explicit Sustain-
able Development Policy. The sec-
ond step was a commitment to

prepare a Sustainable Development
Plan for the company, which would
include all field, plant and office ac-
tivities. A third important step was
the publication in 1992 of a report
entitled Progress Toward Sustain-
able Development. This was the first
such report for Shell Canada and
one of only about 20 reports of its
kind world-wide, in which corpora-
tions make a comprehensive disclo-
sure of their environmental/sustainable
development stewardship. Shell
Canada was the only one of the
few reporting corporations to re-
late the content of its report di-
rectly to sustainable development.

As Chief Executive Officer, | led Shell
Canada people through that third
stage of the evolution to "Managing
for Sustainable Development".

It had become clear by the late
1980s that the public, individually
and collectively, had become in-
tensely concerned about continuing
degradation of the global environ-
ment. This intense concern was car-
ried over from the personal lives of
individuals to their roles as stake-
holders in industrial corporations: as
employees, customers, suppliers
and indeed, as shareholders. Con-
sequently, it seemed clear that the
industrial corporation had no choice
but to ensure that all of its operations
met the test of environmental sus-
tainability. Concern for loss of legiti-
macy — in effect loss of mandate
from corporate stakeholders in the
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event of environmentally unsustain-
able operations — had become a
driving force for corporate steward-
ship that transcended regulatory
compliance.

Looking back, one cannot say that
on one specific day at Shell Canada
we set out to build a corporate sus-
tainable development plan. One
can say that some 30 of us who were
the most senior managers, engaged
ourselves in what proved to be a
workshop process to consider what
the term "sustainable development"
meant, and what concepts implicitin
the term might apply to planning and
conducting the corporation’s opera-
tions. The notion of beginning a disci-
plined transition from environmental
management practices to sustain-
able development practices
emerged early in the process but it
was not on the table at the outset.

The personal experience of the par-
ticipants was the principle resource
available to the workshop process,
supplemented by background mate-
rial prepared by staff economists
and environmental specialists, and a
draft statement of sustainable devel-
opment principles that was then un-
der consideration, and later finalized
by the National Round Table.

Being characteristically impatient for
results, the workshop participants
moved quickly from the theoretical to
the practical — from a struggle with
the abstract to the hands-on task of
creating a corporate sustainable de-
velopment planning tool-box.

At the conclusion of this workshop
process, the participants felt they
shared an awareness of the funda-
mental distinctions between Manag-
ing for Compliance and Managing
for Sustainable Development (see
box below) and they shared a com-
mitment to implement Sustainable
Development planning using the
tool-box they had created together.
The tool-box contained separate
statements of Sustainable Develop-
ment Policy, Principles and Guide-
lines, and a preliminary listing of
related operational targets.

Shell Canada’s first comprehensive
Sustainable Development Plan is
now being completed. The planning
tool-box that was developed through
senior management consensus is
being applied in some way by virtu-
ally all Shell people, to produce a
plan for each operation and function
of the corporation. The Corporate
Sustainable Development Plan will
be the sum of the plans developed

: ENVIRONMENTAL MANAGEMENT
FOR COMPLIANCE

Meet regulatory requ;rements for
-air, water and waste systems

Defer s:te reclamatlon plans to
: future

e ‘deccsm -makmg

A CHANGE IN APPROACH

MANAGEMENT FOR
SUSTAINABLE DEVELOPMENT

Make deta| d mventones for waste air
and water system emissions
Desngn and operate to mlnsmlze
~ reclamatio ~
Momtor and audlt wrth follow up

’ De319n and operate fo mlmmlze , :

reclamatlon

Practices based on pnnolples G
Pro;ect life cycle management :

Empha s, on. antlcrpatlon and preventlon
Proactlve consultatlon wu:h stakehelders‘

SHELL CANADA

for each field, plant and office loca-
tion.

In my personal observation, Shell
people took up the sustainable de-
velopment planning tools with an un-
precedented enthusiasm that |
believe was driven by four simple but
powerful forces:

® personal concern about environ-
mental degradation;

® that there is some role for every
Shell person to play in building
and executing the corporate plan;

® that workplace activity related to
sustainable development is virtu-
ally automatically transferable into
personal life (e.g. waste manage-
ment/and energy conservation);
and

® the sincerity of management com-
mitment.

Despite the fact that it will be com-
prehensive, we all recognized that
Shell's first Sustainable Develop-
ment Plan will be preliminary in some
aspects of substance. When viewed
in retrospect from 10 years hence, it
may appear almost primitive as
measured by the standards that in-
dustry and stakeholder consultative
processes will have reached by that
time.

All that takes nothing away from the
value of the first effort. The first plan
served as the essential baseline
against which the corporation can
plan, execute, measure and report
its progress in contributing over the
years to a more sustainable global
future.

Finally — an important footnote to
corporate leaders who value em-
ployee motivation. My experience in
leading this effort has persuaded me
that the Sustainable Development
Plan of a corporation can become a
rallying force for the people of the
corporation.

Jack MaclLeod, former CEQ of Shell Canada
Ltd., has been a member of the National Round
Table on the Environment and the Economy
since its inception in 1989.
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Greening the Giant:
A Sustainable Energy Strategy

for Ontario Hydro

David Runnalls and Jim MacNeill

ENERGY

When Maurice Strong took over the helm of Ontario Hydro in December, 1992,
he said he would implement a sustainable development plan for the troubled
utility. Eleven months later, a strategy has been presented to Hydro’s Board.
David Runnalls and Jim MacNeill, architects of the plan, give the inside story.

Ontario Hydro is arguably the
largest single influence on the
Ontario environment. lis 28,000 em-
ployees operate generating stations
which can produce over 30,000 MW
of electricity. Its Nuclear Business
manages five generating stations, a
heavy water plant, steam plant, ra-
dioactive waste operations facility,
tritium removal facility, central main-
tenance facility and spent solvent
treatment facility, as well as two fire
fighting training facilities, sewage
processing plants, administration fa-
cilities, and training centres. The
Fossil Business runs eight generat-
ing stations. The Hydroelectric Busi-
ness has a total of 69 generating
stations with 262 associated dams
and structures.

To operate the system in 1992, Hy-
dro burned 8.2 million tonnes of coal
and 1,140 tonnes of uranium fuel. [t
emitted 210,000 tonnes of acid
gases, 12% of Ontario’s total emis-
sions of SO2 and 10% of NOx. It
produced 26 million tonnes of carb-
on-dioxide, 14% of Ontario’s total. It
produced 900,000 tonnes of ash. By
the end of 1992, the nuclear stations
had produced a fotal of 17,000 ton-
nes of used radicactive fuel, all
stored on site, and 34,000 cubic me-
tres of radioactive waste.

it is also one of the dozen largest
corporations in Canada with an an-
nual turnover of more than $ 9 billion.

Recently, it has been in trouble. With
a debt in excess of $30 billion, 30%
more generating capacity than it
needs and an Ontario public sick of
paying annual increases in electric-
ity prices, Bob Rae appointed
Maurice Strong to "save Ontario Hy-
dro" (as the Toronto Star put it).
Strong moved quickly to restructure
the corporation, announcing over
5,000 layoffs, cutling the capital
budget by more than half and prom-
ising a freeze on electricity prices for
at least 1994. He also set in motion
plans to reorganize its unwieldy bu-
reaucracy into separate business
units, each with its own balance
sheet and with a fair degree of oper-
ating independence.

At this point he asked the two of us
to co-chair an internal task force to
recommend a corporate strategy
which would make Hydro ..."the
world leader in pursuit of more sus-
tainable forms of energy production,
development and use..." and would
help the Ontario economy become
more energy efficient and competi-
tive.

Inevitably the question arose " Why
now?” Surely it would have been eas-
ier to let the staff and budget cuts
and the reorganization take hold and
then deal with environmental ques-
tions later? But as a member of the
Brundtland Commission and Secre-
tary-General of the Rio Conference,

Strong understood that economics
and the environment are now so
closely linked that policies in one
area which ignore the other are
bound to fail.

The economic restructuring of Hydro
had to be accompanied by meas-
ures to integrate the environment into
all of its economic decisions. Sus-
tainable development requires it.
Competitiveness demands it.

Our Task Force did what most task
forces do. We conducted studies.
We amassed huge quantities of in-
formation. We consulted the gurus.
And we concluded that Hydro could
become a world leader in sustain-
able energy use and that Ontario
could become both more competi-
tive and more energy efficient. In-
deed, one follows the other. But this
leadership would require enormous
changes in the institutional culture
and systemic changes in the way the
organization makes its decisions.

Like most Canadian companies, Hy-
dro’s senior executives are only be-
ginning to come to grips with
sustainable development. And its
work force, battered by the cuts,
views environment and sustainable
development as potential job killers.
Turning this culture around will re-
quire ambitious plans for training, re-
skilling and a new relationship
between management and labour.
We recommended such programs
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and suggested that the two unions
within Hydro should be represented
on both the Board and Management
Committee. We recommended a
"green fund” to provide incentives to

holders in the process, with funding
provided for those who need it. The
Task Force also proposed that the
CEO set up his own Round Table on
Sustainable Energy Development to

The economic restructuring bf Hydro had to be
accompanied by measures to integrate the environment
into all of its economic decisions. Sustainable development

requires it. Competitiveness demands it.

employee ’intrapreneurship”. We
also recommended that the new per-
formance contracts being negoti-
ated with senior management have
quantifiable sustainable develop-
ment criteria written into them and
that part of their pay should depend
upon their performance in this area.

The integration of environment into
economic decision-making must
start at the top. And Hydro is fortu-
nate in having a CEO who is perfectly
suited to the job of Chief Sustainable
Development Officer. We recom-
mended that sustainable energy de-
velopment become the focal point of
strategic planning within the organi-
zation. We recommended that the
Hydro Board should insist that all
documents submitted to it be ana-
lyzed for their sustainability impacts
prior fo presentation. We also felt that
decision-making at Hydro needed to
become mere transparent. We pro-
posed earlier involvement of stake-

bring in outside expertise from the
highest levels in industry, the NGO
community and government.

As long as industry does not pay the
full costs of its operations, those re-
sources which are the property of us
alf will suffer through acid rain, water
pollution and the spread of toxic
wastes. The Task Force recom-
mended that Hydro move immedi-
ately to a system of full cost
accounting for all of its new invest-
ment decisions. And steps are al-
ready being taken to carry out this
recommendation.

As Maurice Strong has pointed out,
Hydro is its own best customer (be-
cause it is the largest electricity user
in Ontario) and its own worst cus-
tomer (because it has not internal-
ized the price for electricity). We
recommended internal efficiency
programs which could save more
electricity than all of the previous de-
mand management programs had

ENERGY

saved throughout the entire prov-
ince. The Task Force also felt that
Hydro, despite its surplus capacity,
should significantly strengthen its
programs to encourage customers
to use electricity more efficiently.

Like most Canadian companies, Hy-
dro has developed environmental
policies largely designed only to
comply with existing regulations. But
if itis to be a world leader it will have
to go beyond compliance and set its
own goals. The Task Force recom-
mended specific targets for COp
emissions (N0 new net emissions
from new facilities, at least stabiliza-
tion from existing facilities), CFCs (no
emissions after 1996), PCBs (Hydro
to take the lead in developing de-
struction technology), biodiversity
and contaminated lands.

These recommendations, and many
more in the areas of procurement,
technology development and Hy-
dro’s international operations, are
now before the Board and manage-
ment for approval and implementa-
tion. If the bulk of them come into
force, we are convinced that Ontario
Hydro can indeed become the world
leader in sustainable energy devel-
opment.

Jim MacNeill and David Runnalls, Senior Fel-
lows at the institute for Research on Public
Pclicy, are the architects of Ontario Hydro's
sustainable energy strategy.

@UCCESS STORY: Boosting the Bottom Line

magine saving tens of thousands of dollars simply by

changing the light bulbs in your place of business.
Sound too good to be true? Well, that's exactly what the
Royal West Edmonton Inn did. The 193-room hotel cut
their lighting costs by installing motion detectors that turn
the lights on only when someone is in the room. Hotel
General Manger Lou Roelofsen was worried at first about
the guests’ reaction. "l thought they would think we were
cheap if there were no lights on but instead they congratu-
lated us for helping the environment. Now we are giving
tours to other business people who want to cut costs and
help save energy.”

inthese recessionary times, companies are always looking
for ways to improve efficiency and cut costs. Executives
need look no further than energy audits. Energy audits
determine the cost of where and how energy is being used
and make recommendations for savings. Initial invest-
ments result in large savings in the cost of doing business

over the year. For example, Crestbrook Forest Industries
conducted an energy audit in 1991 as part of a project to
upgrade three of its sawmills in British Columbia. Crest-
brook estimates that annual savings of $133,000 will cover
the initial installation cost in under six years.

The United Grain Growers Terminal A in Thunder Bay
experienced similar savings as the result of an energy
audit. United Grain Growers reduced their annual energy
expenditure of more than half a million dollars by $46,000
without any capital cost. Further study revealed that for an
investrment of $118,000 an additional $67,000 could be
saved in lighting costs. The capital investment will be paid
for in savings in less that two years. Energy audits prove
that business does not have to sacrifice the environment
for the bottom line.

Carla Doucet
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Competitiveness and
Sustainable Development:
Getting the Framework Right

John Dillon

REGULATIONS

Governments have an important role to play in establishing the right climate
for a sustainable economy to prosper. That includes implementing a new
regulatory approach and developing more market-based incentives.

Recent attention to the issue of
competitiveness has sparked a
lively debate in Canada, but it has
also served to underline the role of
governments in creating a more
competitive economy. And while
governments have an important role
to play, they alone cannot ensure
that Canada is competitive. No-
where in the realm of public policy
will the debate be more important
than in defining the appropriate role
for government in achieving a com-
petitive and sustainable economy.

Many in the private sector have rec-
ognized the connection between en-
vironmental sensitivity and long-term
business success. That awareness
and enthusiasm will continue to
spread. Whether governments in
Canada support or hinder that pro-
gress depends upon putting in place
a framework that recognizes and
supports the crucial connection be-
tween competitive enterprises and
environmental sustainability.

More regulation or
better regulation?

Traditionally, governments have re-
sponded to environmental problems
through more, and increasingly strin-
gent, regulation of products and pro-
duction processes. However, the
nature of regulation in the 1990s is
changing. With unprecedented lev-
els of public debt and conseguent
constraints on resources, govern-
ments will have to rethink their ap-

proach. Also, there is growing rec-
ognition that not all environmental
improvements come about as a re-
sult of government mandate. Ensur-
ing that regulation supports
competitiveness is not the same as
saying no regulation, or even less
regulation. However, the question
which policy makers should be ask-
ing themselves is not "What kind of
regulation is needed?", but rather, "is
regulation the best way to deal with
this particular issue?”

An appropriate balance of regula-
tions, market instruments and volun-
tary programs is essential.
Examples in the United States have
shown that a judicious use of market
incentives can improve efficiency in
achieving agreed environmental ob-

jectives. Voluntary pollution preven-
tion programs also have consider-
able potential. Recent evidence
suggests that when industry is com-
mitted to change — for example by
including specified reductions in
emissions as part of corporate ob-
jectives — targets are often reached
more quickly than if mandated by
government. Peer pressure and
demonstrated leadership are also
tremendously influential in the pri-
vate sector. For example, the chemi-
cal industry in Canada developed
"Responsible Care', a comprehen-
sive and voluntary environmental
management initiative that has since
been adopted in many other coun-
tries. Northern Telecom phased out
the use of CFCs ahead of the sched-

"Government plays an important part in shaping the pressures,
incentives and capabilities of a nation’s firms. Government’s role
is inherently partial, and succeeds only when working in tandem
with favourable underlying conditions...[within the economy].
Government policies that succeed are those that create an
environment in which companies can gain competitive advantage
rather than those that involve government directly in the process.
Its appropriate role is an indirect, rather than direct, one.
Government’s proper role is as a catalyst and challenger. It is
to encourage, or even push, companies to raise their aspirations
and move to higher levels of competitive performance, even

though this process may be unpleasant and difficult.”

Michael Porter, Canada at the Crossroads, BCNI and the Government of Canada,

October, (1991).
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ule set by international protocol, and
at the same time developed technol-
ogy that can be exported abroad.

Reinventing Porter

In assessing the appropriate role of
regulation, the private sector is often
confronted with the suggestion that
regulation is good for competitive-
ness. As articulated by Harvard
competitiveness guru Michael Por-
ter', stringent standards can force
companies to innovate ahead of their
rivals, thus bringing about competi-
tive advantage. However, a more
careful reading of Porter will reveal
that he does not suggest that a/
regulation is good for competitive-
ness. Indeed, he sets out several
necessary conditions:

Standards are beneficial to competi-
tiveness where they anticipate
trends internationally, thus giving do-
mestic firms a lead in developing
products and services that will be
valued in other markets. However,
that requires particularly insightful
regulators. Moreover, it is open to
question whether buyers in a foreign
market will actually value products
produced in a way that is more bene-
ficial to another country’s environ-
ment — witness the reluctance in
some markets to pay a premium for
chlorine-free paper.

Standards should be performance-
based, prescribing outcomes rather
than methods. Too often in Canada
standards have been based on the
latest end-of-pipe control technolo-
gies. Far from improving competi-
tiveness, they can actually stifle
innovation, and provide little incen-
tive to re-design process technolo-
gies in a way that would lower costs,
reduce energy consumption, or im-
prove guality.

Porter advocates the use of market-
based instruments, as an alternative
to command and control regulations,
fo achieve environmental targets.

Yet Canada has been slow to adopt
such instruments, and where it has,
they have been adopted more for
purposes of raising government

revenues than for improving the effi-
ciency of the regulatory system.

If stricter regulations are to spur in-
novation and upgrading, then inher-
ent in Porter’s thesis is some
assurance that firms will face a pre-
dictable regulatory regime. Invest-
ments in new technology are unlikely
to be competitiveness-enhancing if
regulatory requirements change in
an ad hoc manner, or where compa-
nies are subject to differing require-
ments in different jurisdictions, as
has too often been the case in Can-
ada.

In addition to the above, it is ques-
tionable whether a small export-ori-
ented economy like Canada, without
the size of domestic market or the
number of leading-edge technologi-
cal firms enjoyed by the United
States, Japan and Germany, can af-
ford to be a world leader in setting
stringent standards in too many ar-
eas. Allof this suggests that govern-
ments in Canada would have to
substantially change their regulatory
approach in order for them to make
a significant contribution to the com-
petitiveness of Canadian industry.
However, achieving an appropriate
regulatory framework will not be
enough unless the other fundamen-
tals for long-term sustainability are
also in place.

The rest of the agenda

First and foremost is the need to en-
sure that the federal/provincial divi-
sion of responsibilities for the
environment works in favour of com-
petitiveness and sustainability rather
than against it. Few would suggest
that laws and standards must be
identical since no two jurisdictions
face exactly the same problems, nor
the same resources to address
them. Nonetheless, we have too
often let jurisdictional rivalries hinder
efficacy in dealing with environ-
mental issues.

One of the biggest impediments is
the uncertainty surrounding the ap-
proval process where federal and
provincial governments are in-
volved, or where there are compet-

REGULATIONS

ing mandates within one level of gov-
ernment. The result can be deci-
sional paralysis and a failure to take
decisions and investments that
would improve both the environment
and the economy. Above all, indus-
try requires timely decisions and pre-
dictability in the rules that will apply
over the investment planning hori-
zon.

Some of the other fundamentals are:

Agreement on tackling environ-
mental priorities so as to make wise
choices about the use of limited re-
sources.

A system of environmentat indicators
that tracks environmental progress
and problems, and measures the ef-
ficacy of our response.

A greatly improved scientific base
that ensures environmental meas-
ures are supported by rigorous
analysis and sound science.

Educational tools and programs that
ensure individual Canadians under-
stand the challenge of sustainability
and what their role is in achieving it.

A workforce that is adept in the skills
that will be needed in a more com-
petitive, knowledge-intensive and
sustainable economy.

Dynamic and innovative Canadian
companies that recognize the op-
portunities arising from the "green"
revolution and devote resources to
developing Canadian competitive
advantage in new environmentaily
sound products, technologies and
services.

Obviously, this is a tall order for any
government or set of governments to
consider. Yet all of these elements
are necessary if we are to build an
agenda that reconciles long-term
economic progress and environ-
mental sustainability.

' Michael E. Porter, "America’s Green Strategy’”,
Scientific American (April 1991), p. 168.

John Dillon is Senior Associate, Business Coun-
cil on National Issues.
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International Standards

Ahmad Husseini

Canada is taking a lead role in
developing international stand-
ards and guidelines that will heip
companies reduce their impact on
the environment. Facilitated by the
Canadian Standards Association
(CSA), Canada has been chosen to
host the secretariat for a new Envi-
ronmental Management Committee
of the International Organization for
Standardization (1SO).

For the past few years, the CSA has
been working to develop voluntary
standards and guidelines to help
companies incorporate environ-
mental considerations intc their deci-
sion-making.

International standards for environ-
mental management can help pro-
mote the world-wide application of
the key elements embodied in the
concept of sustainable industrial de-
velopment. Standards in quality
management had earlier paved the
road to better application of quality
concepts in business and industry.
Environmental management sys-
tems further improve that quality.

International trade has been known
to suffer from protective environ-
mental legislation. Voluntary global
standardization of environmental
systems and procedures would help
create a level playing field.

That is exactly what the 1SO has
done. The new ISO committee has
a challenging task ahead: how to
combine environmental considera-
tions into the way we carry out our
daily business through international
standards. Environmental stand-
ards could lead to prosperity for
those who realize that the time has
come to save our planet through sus-
tainable management.

Ahmad Husseini, P.Eng. is a Project Manager,
Canadian Standards Association.

"Stringent standards for product performance, product
safety, and environmental impact contribute to creating
and upgrading competitive advantage. They pressure
firms to improve quality, upgrade technology, and
provide features in areas of important customer (and
social) concern."

Michael Porter, The Competitive Advantage of Nations (1990).

@UCCESS STORY: Creative Carpets

hen it comes to being environmentally responsible, some companies are

looking no further than the carpet under their feet. Whether it be a large
corporation like Du Pont Canada Inc. or family-owned and operated H & |
Carpet Corp., carpet companies are looking for ways to lessen their impact
on the environment. Traditionally the carpet industry is one that contributes
a substantial amount of waste to iandfills. In North America used carpets from
commercial buildings and homes account for three and a half billion pounds
of waste in landfills.

Du Pont, through its recently announced Partnership for Carpet Reclamation
(PCRY), is working toward the reduction of waste in partnership with Browning-
Ferris Industries (BFI). PCR will accept all types of carpets and all types of
fibres regardless of origin. New technology is being explored that would see
the diverted carpet recycled for use in plastics, asphalt, and cushioning.
Despite being only three months old, PCR has already diverted three million

“pounds of carpet from landfiil sites.

"Anybody who foliows the news knows that carpet reclamation is hardly a new
concept. What makes PCR different is that it's the first comprehensive
reclamation system, with a complete working infrastructure. And that's a
breakthrough," says William Ruckelshaus, Chair and CEO, BFI.

H & | Carpet is a family-run Toronto business with 20 employees. A request of
company Executive Vice-President Brian Greenberg to write a paper on waste
reduction for the Association of Registered Interior Designers of Ontario led to
a full-scale look at how the flooring industry was operating. This led H & | to
develop several innovative products that have a minimal impact on the environment.
At the 1992 International Interior Design Exposition H & | won three of the four
carpet awards given out.

Disturbed by the fact that carpet sample folders often end up in the garbage,
thus contributing to 100 million pounds of design waste from the carpeting
industry, H & | designed a display folder made from recycled cardboard with
samples attached in a way that allows them to be removed or replaced easily.
The folders are also equipped with removable product identification cards
that clip onto the folder’s spine. If a product line is discontinued the samples
and identification card can be replaced. The folders can now be used
indefinitely. This is just one of many environmental initiatives undertaken by
H & |. Greenberg says: "We are trying to adopt a grassroots approach to effect
real change in the industry. We want to make environmentally safe alterna-
tives available to the consumer.’

C.D.

STANDARDS
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GREEN INDUSTRIES

Environmental Industries: Part
of the New Canadian Economy

Gary Gallon

With revenues of $10 billion a year, Canada’s environmental industry sector is
one of the fastest growing in Canada and has the potential to become a major
employer in Canada and exporter of goods and services.

Environmental industries are
emerging as a powerful new
economic sector in Canada. During
the past decade they have been
growing at a rate of 8% per year.
They have been growing while other
industry sectors have been downsiz-
ing and readjusting to changing eco-
nomic conditions. Environmental
industries along with a few other eco-
nomic sectors such as high-tech
computer software and hardware,
communications, and transporta-
tion, will provide the foundation of
economic recovery for Canada en-
tering the year 2000.

Canadian environmental industries
generate $10 billion of revenue a
year, employing over 80,000 people
in this country. They are now among
the top five employers in Canada,
and continue to hire people while
growing at four times the current 2%
national economic growth rate. Ina
study conducted by Ernst and
Young for the Ontario Ministry of the
Environment, environmental indus-
tries were found, in 1990, to be the
third largest employer in that prov-
ince (see table page 10).

In the three years since 1990, many
of the large industry sectors have
been downsizing while the environ-
mental industry sector continues to
grow. Recognizing the significance
of this trend environmental compa-
nies have created a new organiza-
tion to coordinate and focus their
growth and to provide support for
government programs. The Cana-
dian Environment Industry Associa-
tion (CEIA) was born at the Globe "90

Environmental Conference and
Trade Show in Vancouver. It now
has associations in seven provinces
(British Columbia, Alberta, Sas-
katchewan, Manitoba, Ontario, Que-
bec, and Newfoundland). It will be
opening a permanent national office
in Ottawa, November, 1993. CEIA
represents the interests of more than
3,000 environmental companies
across Canada.

To help train professionals for the
new jobs being created in the envi-
ronmental sector, Employment and
Immigration Canada has funded the
establishment of the Canadian
Council for Human Resources in the
Environment Industry. It is taking
professionals (that have been let go)
from the utilities, auto companies,
and other downsizing sectors and
preparing them for a career in the
new fields created by the environ-
mental companies.

Worldwide national economies are
experiencing a "Green Industrial
Revolution”. The revolution invoives
an economic restructuring that re-
sults in new green accounting meth-
ods and a green industry sector that
will maintain and enhance our stand-
ard of living — a standard of living
that is being eroded by the current
economic activity. Industries within
Canada are in the forefront of this
green revolution.

The Government of Ontario, for ex-
ample, has recognized the eco-
nomic shift, stating in its 1992 Throne
Speech:

"Taking care of the environment is an
essential part of true progress, and
making our economy more conserv-
ing will ultimately be a source of
strength and competitiveness. Our
investment strategy includes a
Green Industry Strategy to support
our environmental goals and make

1 F()R CANADIANS
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Ontario a leading producer and ex-
porter of environmental goods and
services.”

‘In the 1990s and inio the next cen-
tury, the interests of the environment
and the economy are converging as
consumers, businesses and govern-
ments respond to new realities.
Green restructuring is happening all
around us as domestic and interna-
tional standards change, consumers
demand green products, and tech-
nology advances.”

Ontario established a Green Indus-
tries Strategy Group in the Premier’s
Office to facilitate the growth of the
environmental economic sector.

The federal government has identi-
fied the environment as a key eco-
nomic growth sector and has
dedicated substantial resources un-
der the Green Plan and within Indus-
try and Science Canada to further
the sector. A 24-agency task force
within the federal government, co-
chaired by Environment Canada and
Industry and Science Canada was
established to coordinate the devel-
opment of an environmental industry
and export strategy.

What are green industries?

Green industries provide technolo-
gies, goods and services that help
an economy substantiaily reduce its
negative impact on the physical and
social environment.

Green industries function on the ba-
sis of the economics of efficiency.
Efficient use of resources to manu-
facture goods results in better net
incomes, less waste, less pollution,
and a better environment. Sloppy
and inefficient production methods
usually result in poor company per-
formance and poor environmental
quality. Poorly trained staff, badly
maintained equipment, and [ax atti-
tudes can result in the loss of valu-
able product and raw materials
which become pollutants, as they
are dumped or spilled intc the envi-
ronment.

Looked at another way, a contami-
nant discharged into the environ-

ment is a misplaced raw material that
could have made money for the com-
pany, rather than become a polluting
liability. Pollution is just a product in
the wrong place.

Export market development

Canadian environment companies
have a strong knowledge-base and
an inventory of high-tech products
that are ripe for export opportunities.
Environmental exports are surging
and are becoming a major source of
foreign exchange earnings for Can-
ada. Here is a look at the potential
export markets: In the United States
the 10 largest market economies
spent more than $170 billion on pol-
lution control. In Asia, pollution con-
trol expenditures are expected to
reach $30 billion annually by the year
2000. In Western Europe, the pollu-
tion control market has been esti-
mated at anywhere from $50 billion
to $100 billion per year, and is pro-
jected to go as high as $150 billion
annually by 2000, according to a re-
port by the WorldWatch |nstitute.

Environmental industries are a new
economic force that will help drive
the economic change needed to
achieve sustainable development.
They will be driven by new pollution
prevention initiatives, the work of
round tables, and fundamental eco-
nomic changes brought about by in-
ternational demands for improving
the human environment and econ-
omy.

Gary Gallon is President of the Canadian Envi-
ronment Industry Association (CEIA}), Ontaric.

€)uccess sToRY:|

Composting

anada Composting Inc., of

Newmarket, Ontario, uses in-
novative technology for large
scale centralized composting of
solid waste. The technology,
called the BTA Process, utilizes
anaerobic digestion that over-
comes past probiems associated
with traditional aerobic methods
of composting that require oxy-
gen. The land reguirement for a
BTA plant is a fraction of that re-
quired for a similar capacity aero-
bic facility.

The BTA plant is self-sustaining,
using biogas produced in the
process to run the system. This
technology provides a solution for
a substantial amount of municipal

solid waste that is currently land- - 7

filled.

Kevin Matthews, company presi-
dent, says that "this technology is
not new; what is new is its waste
reduction capabilities." The re-
sulting compost from the BTA
process can be applied to agri-
cultural or horticultural areas.
Testing has shown the compost
to be a high-quality soil enhancer
that is well within Canadian com-
post guidelines. Canada Com-
posting plans to develop plants
throughout North America and
believes that the future of anaero-
bic composting looks good.

C.0.
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GREEN INDUSTRIES

@ Cashing in on CFCs

Ask Canadians what is the most pressing environmental
problem facing us and chances are they will answer
ozone depletion. Canadians have become familiar with
words like chlorofluorocarbons (CFCs), stratosphere, ultra-
violet index, and polystyrene. We know that the ozone fayer
protects us from damaging solar rays and that substances
we release into the air are causing it to diminish. Daily radio
reports in the summer remind us to put on sun protection
before we leave the house. We know that our refrigerators,
car air conditioners, cleaning solvents, business systems,
and fast food packaging all contribute to ozone depletion,
but we are unsure of what we can do about it. When it
comes to other environmental issues like poliution or waste
we know we can alter our behaviour to help the environment.

Through the creation of "green" technologies, there is hope
for the ozone layer. Halozone Technologies Inc., of Missis-
sauga, Ontario, has developed an award-winning method
for the recapture of CFCs and other halogenated hydrocar-
bons. Halozone uses Blue BottIeTMcyIinders which can be
attached to refrigeration units to trap the CFCs which are
then taken to the Halozone recycling plant. At the plant the
CFCs are recovered from the bottles and purified. The
recovered CFCs are then ready for reuse.

The development of this technology is timely because of
Montreal Protocol commitments to reduce CFC emission
and production. Signed by almost 70 nations, the Protocol
calls for the reduction of CFC emissions to zero by 1995,
the complete phase out CFC production by 1997 and the
elimination of CFC use by the year 2000. Halozone'’s tech-
nology will be useful for the thousands of appliances that
now use CFCs and wili continue to be operational after the
ban on CFCs takes effect. The added benefit of this tech-
nology is that it prevents appliances now using CFCs from
becoming obsolete and ending up in landfills. The market
for Halozone has global potential. As the signatories of the
Montreal Protocol move toward non-CFC refrigerants, modi-
fications will need to be made on existing equipment around
the world.

The Halozone technology was developed by Dusanka
Filipovic, President and CEQ of the company. Filipovic has
just been awarded the Ernest Manning Award for Canadian
innovation. For her efforts she also received the Association
of Professional Engineers of Ontario’s Engineering Medal.
Halozone is beginning commercial demonstrations of its
Biue Bottle™ technology in cooperation with the Canadian
Electronic Appliance Service Association, Sears Canada
Lid., and the Trane Service Agency of Toronto, through
D’Arcy Sweeney Ltd.

Halozone has entered into a letter of agreement with ancther
company, Thermco International, which will expand the
business opportunities for both. Thermco International of
Mississauga, Ontario, has developed a new technology
which increases operating efficiency in air conditioning and
refrigeration equipment while at the same time reducing the
amount of refrigerant required. Thermco’s Terminator Tech-
nology reduces refrigerant required by 30-40%, decreases
energy use by 20-30%, while extending the life of the
equipment. As a result, Thermco can remove its clients’
excess volumes of used and contaminated refrigerant
which needs to be reclaimed. Thermco can then have the
refrigerant recycled by Halozone.

Thermco has also developed a system that gives compa-
nies control over their refrigerant once it is recovered.
Within the Montreal Protocol guidelines, Thermco provides
several arrangements for storage and reuse of the refriger-
ant through its Refrigerant Banking System. Companies
can benefit from this system through dividends and other
arrangements.

These two companies, Halozone and Thermco have devel-
oped practical solutions to the economic and environmental
challenges facing companies today. Atthe same time, they
are turning a profit. Already Thermco has major contracts
with Brewers Retail stores and Loblaw Companies Lid.

Carla Doucet

@ Environmental Services

he environmental services industry has seen a marked

increase in business during the past few years as more
companies want to become environmentally conscious. The
Delphi Group, established in 1986, is an example of an
environmental services firm that works to promote sustain-
able forms of enterprise which respects ecological preser-
vation.

The Delphi Group presents a range of environmental serv-
ices to its clients including environmental audits and as-
sessments, environmental corporate and public policy
design, environmental feasibility studies, environmental
management education and training, and environmental
finance and investment. A wide array of other trade, financ-
ing and communication-related services are also available
to business enterprises, public sector agencies, voluntary
organizations and independent policy institutes. In particu-
lar, The Delphi Group has worked on an environmental audit
of a major hotel chain, financing of rainforest conservation
in Latin America, and assisting in the transfer of environ-
mental technologies from industrialized countries to emerg-
ing economies.

This organization has also been working to link sport and
the environment through its Green Games Guide initiative.
Based on experience gathered from large and small-scale
sporting events, the Delphi Group is producing a guidebook
to run sporting events in a manner which preserves the
environment. Sporting events such as the Olympics and
Canada Games can have a significant impact on the envi-
ronment of the host city or region. Paying more attention to
environmental matters would not only provide better condi-
tions for competition, but would leave a positive environ-
mental legacy for the community. Upon completion,
expected in mid-1994, the guide will be distributed both
domestically and internationally to sport, fitness and envi-
ronmental organizations.

The Delphi Group has offices in Vancouver, Ottawa, and
London, England, along with various other operations
around the world. This organization has produced several
publications including Environmental Risks, Opportunities,
and Financing in Eastern Europe and the Former Soviet
Union and Ecofunds: An International Business Guide to
Environmental Finance (to be released in 1994).

Edwin Smith
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REPORTING

Corporate Reporting for
Sustainable Development
What is it, Anyway?

Stephan R. Barg

Sustainable development reporting requires integrating information from the
society, the economy, and the ecosystem — a formidable task. So how is a
company supposed to do sustainable development reporting?

We do not yet have the full an-
swer. Just as societies are
trying to come to grips with the impili-
cations and specifics of moving to-
ward sustainability, so too are
companies. This article reviews
where companies are starting from
and the progress being made.

Reporting, of course, is about pre-
senting information to interested
audiences. Sustainable develop-
ment brings some new audiences
into the picture. Reporting is also
about meeting goals, and sustain-
able development brings some new

goals — both those set within the
company, and those set outside the
company. Many of these are not
very clearly defined, and so present
a moving target. Furthermore, much
work remains in developing the indi-
cators of success.

New audiences, new goals, new in-
dicators — where is a company to
start? The answer is the usual one
—start from where you are, and go
forward step by step. Many compa-
nies find that they have already
moved some way down the road.

Corporate reporting is still based on
financial reporting which helps man-
agers run the company and lets
shareholders know how the com-
pany is doing.

An environmental reporting system
is now being developed alongside
the financial reporting system in
many companies. To date, its indi-
cators are defined largely by legisla-
tion about emissions: there is
nothing so simple as the single unit
of account that the doliar provides in
financial reporting, and there is little
international standardization.

) Jorate performanoe,' e
ipported by indicators of -
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But companies are finding that envi-
ronmental reporting is not a black
hole into which they are being urged
to jump with little assurance of suc-
cess. They are building on experi-
ence and pulling together a variety of
information and feedback from their
stakeholders, and taking a step-by-
step approach.

Companies often start with a state-
ment of environmental policy. This
sets some general goals, respond-
ing to the company’s stakeholders
and the company’s own perception
of its environmental responsibilities.

Policy and results can be communi-
cated in several ways — with the
best medium depending on the tar-
get audiences. Shareholders are in-
terested in company-wide resuilts,
perhaps with an emphasis on finan-
cial implications and potential liabil-
ity problems. But the communities in
which a company operates are pri-
marily interested in the local plant.

Some of the best companies are
meeting this variety of needs through
the publication of a separate envi-
ronmental report, which provides
more detail for those interested.  As
experience develops, it may be that
the trend to separate reporting will
reverse itself, because sustainable
development reporting requires
more integration of financial and
economical information.

Is environmental reporting moving
toward sustainable development re-
porting? Again, yes, step by step.
The diagram on the facing page
shows the steps that many leading
companies feel are involved in the
development of sustainable devel-
opment reporting. (It is drawn from
Coming Clean: Corporate Environ-
mental Reporting, a joint project of
the International Institute for Sustain-
able Development (1ISD), Deloitte,
Touche Tohmatsu International, and
SustainAbility. It is available from
[ISD or Deloitte and Touche within
Canada.)

REPORTING

Integrated indicators of sustainabil-
ity are only just beginning to evolve.
They need to show how a company
is meeting its financial, environ-
mental and social goals and obliga-
tions. These goals must be
integrated and pursued simultane-
ously. The company that optimizes
its results in ail three areas will work
well in a sustainable society.

As businesses deal with their stake-
holders and as both stakeholders
and businesses work out the kind of
information that is useful in measur-
ing how a company is progressing
toward meeting this definition, cor-
porate reporting will evolve. Goals
indicators, and information media
are all being developed. While there
is a very long way to go, the leading
companies seem generally to be
moving in the right direction.

Stephan Barg is the Government and Business
Program Director, International Institute for Sus-
tainable Development.
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The Environment:
Job Killer or Job Creator?

Kirk Falconer

JOBS

For the past three years the Canadian Labour Market and Productivity Centre
has been studying the relationship between jobs and the environment. Kirk
Falconer reports that contrary to popular belief, protecting the environment

can stimulate job creation.

Conventional wisdom says there
is a natural enmity between em-
ployment and actions to promote or
protect the ecosystem, however, re-
cent Canadian and international
data and analysis indicates the job-
environment relationship is much
more complex. Furthermore,
stronger environmental standards
do not always imply bad news for the
national economy.

Over the last three years, the Cana-
dian Labour Market and Productivity
Centre (CLMPC) has sought to de-
velop our understanding of this is-
sue. In 1992, the CLMPC published
a report entitled Environmental Pro-
tection and Jobs in Canada; A Dis-
cussion Paper for Business and
Labourwhich helped to establish pa-
rameters for examining environment-
economy questions from a policy
perspective. It also highlighted the
importance of adjustment measures
for the purpose of sustainable de-
velopment.

The CLMPC reported several broad
findings of current research. The
first of these is that the economic and
job effects of an environmental pro-
gram can differ over the life of that
program. For most firms, new stand-
ards mean new spending on an en-
vironmental solution, such as an
end-of-pipe pollution control device.
This is spending that might otherwise
go to production and job-creating
projects. Many economists contend
it is the cumulative weight of these
costs that cause adverse conse-

quences, like a reduction of output
and layoffs.

However, in the near-term, there may
be some employment stimulation as
a result of the initial expenditure. Im-
pacts very much depend on the na-
ture of the environmental action
under discussion. The 1990 intro-
duction of Ontario’s emission limits
on all industrial sources of air pollu-
tion, forinstance, followed the typical
pattern of concurrent positive and
negative effects, both direct and in-
direct, over time. What is important
to note here is the cycle of job
changes and the propensity for
trade-offs in affected enterprises
and industries.

In the final analysis, the net employ-
ment outcome is of concern. This
brings us to the CLMPC report’s sec-
ond observation: that the macroe-
conomic impact of environmental
measures is, in most cases, mar-
ginal. Study after study reveals that
whatever the job consequences,
they are small on an economy-wide
basis. This conclusion deflates the
long-held view that environmental
regulation is a serious drag on na-
tional economic performance and
competitiveness.

At the same time, the influence of
environmental initiatives on certain
industrial sectors is by no means
small. This is the report’s third ob-
servation. On a microeconomic ba-
sis, increasing environmental costs
and responsibilities can impose
moderate-to-severe job losses, im-

mediately or in the long-term. Re-
cent history provides several illustra-
tions. Domestic asbestos mining
and asbestos-based manufacturing,
for instance, is virtually finished to-
day due to successive foreign regu-
lations. Their activities previously
supplied thousands of Canadian
jobs. The commercial fur industry
which once sustained remote abo-
riginal communities has also been
sharply curtailed by government and
consumer actions.

More common is the continuous
pressure applied to many top Cana-
dian resource and manufacturing in-
dustries. Due to high compliance
costs, industries such as forest prod-
ucts, primary metal fabricating,
chemicals, iron and steel, metal and
non-metal mining, rubber and plas-
tics manufacturing, petroleum and
coal manufacturing, food and bever-
ages and electrical utilities, are all
going through a form of environ-
mental restructuring. For some, this
process combines with other cost
and market pressures to produce in-
cremental job losses.

On the other hand, stringent stand-
ards can generate significant eco-
nomic returns, even in high-cost
sectors. For instance, efforts to con-
serve and rehabilitate renewable
natural resources, such as forests,
fishing stocks and arable land, can
act to preserve future employment in
related industries.

In addition, large industrial spend-
ing on environmental innovation and
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technology can create or stabilize
jobs through productivity improve-
ments. Moreover, some firms have
turned investments to commercial
advantage by developing a range of
environmental goods and services.
Research shows this can be the most
substantial and positive economic
outcome of all. In 1992, the employ-
ment size of Canadian environmental
industries (often the spinoff of oider,
more traditional industries) was esti-
mated at around 60,000 - 70,000 and
growing. in the United States, job
growth in this sector has been shown
to outdistance total environment-re-
lated job decline elsewhere in the
economy.

Fourthly, environmental protection
bears implications for employment
quality. A new body of literature sug-
gests that environmental restructur-
ing supports the general labour
market trend towards more knowl-
edge-intensive jobs. Certainly, this
is evident in the emergence of envi-
ronmental industries. In fact, one of
the primary constraints on this sector

in Canada is shortages of skilled la-
bour, such as engineers, scientists,
researchers, technicians and tech-
nologists.

Finally, environment-led economic
and job effects change with environ-
mental priorities. Public opinion has
put the ecosystem higher on Can-
ada's political agenda in recent
years. As well, specific problems,
such as ozone layer depletion, have
assumed prominence. In future,
sustainable development may re-
quire more fundamental changes to
the material and productive founda-
tions of Canadian society. And while
the potential job impact of these may
not be of great magnitude overall,
neither is the path likely to be chal-
lenge-free, especially for some sec-
tors, regions and local communities.

It is difficult to discern the influence
of environmental standards on the
Canadian economy in 1993-94.
Clearly, the recession has slowed
government regulatory initiatives. At
the same time, pressures persist for

JOBS

several industries since the invest-
ment demands of on-going pro-
grams do not vary with economic
cycles. An analysis conducted by
Informetrica, Ltd., for the CLMPC
projected modest environment-re-
lated gains and losses in employ-
ment for the balance of the decade.

Public policy and industry decision-
making cannot be neutral in the jobs-
environment relationship. Research
reveals that each plays a crucial role
in minimizing disruption and maxi-
mizing benefits across the national
economy. Helping sectors manage
adjustment and lifting barriers to the
growth of environmental industries
and the diffusion of environmental
technologies and processes are im-
portant objectives in this regard. De-
finitive steps must be taken jointly by
business, labour and government,
says the CLMPC, to achieve a sus-
tainable level of clean and green em-
ployment in Canada.

Kirk Falconer is Program Staff, Canadian La-
bour Market and Productivity Centre.

SUSTAINABLE PROSPERITY AND JOBS

Shirley Carr, President, Canadian Labour Congress, in a speech to the CLC National Environment Conference,
November, 1990:

"We can be quite confident that in the longer run, jobs and the environment are quite compatible. Some
environmentally friendly practices are labour-intensive, but the transition to a sustainable economy is not going
to be easy and it will be tempting to the government — to any government — to ignore the plight of workers caught
up in environmental change.

Several remedies have been suggested, including an environmental compensation scheme and a properly financed
environmental retraining scheme.

But, if this problem is not hard enough, I want to suggest that we have an even bigger problem which even
progressive governments such as those in Scandinavia, have found hard to resolve. The dilemma is this. Our
present econonty, based on resources, primary processing and some manufacturing, is not enough to sustain full
employment. We have serious unemployment, underemployment, unjust pay-inequity and job-inequity and major
regional disparities. Environmental activism can make these industries cleaner and friendlier 10 workers, but it
cannot increase employment in these areas in any major way. Perhaps the reverse is true: that technology that
befriends the environment is in these major industries less labour-intensive, compounding the employment

problem, not resolving it. k

The only answer, as I can see it, is to adopt an industrial strategy that will create clean high-rech industries in
Canada. Again, Scandinavia is the model, though we have something to learn from Austria and even, dare I say
it, from Japan on account of its industrial energy efficiency.

Only if we combine industrial strategy with environmental protection will we get sustainable prosperity.”
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Financial Services and
Environmental Risk

J. Anthony Cassils

FINANCIAL SERVICES

Tony Cassils argues that the financial services industry can make a major
contribution toward achieving sustainable economic development. As well, a
proactive strategy could help corporations improve their bottom line and

enhance productivity.

I he insurance industry paid out
over $16 billion for damage

caused by Hurricane Andrew in Flor-
ida, and they have begun to explore
the full potential costs of global
warming, its causes, and to consider
ways they can help to prevent con-
tributing factors. Most banks in Can-
ada have developed extensive
guestionnaires which focus primarily
on contamination of land or ground-
water, issues that could bankrupt
their clients and reduce the value of
their collateral. Meanwhile, some in-
vestment analysts, investment coun-
sellors and some of the rating
services are looking at environ-
mental risk more closely, while green
investment funds have been growing
steadily. By a process of deduction,
the financial services industry is be-
ginning to recognize the importance
of environmentally sustainable prac-
tices for future economic health.

Companies in the financial services
industry can make a major contribu-
tion towards achieving environmen-
tally sustainable economic
development. As intermediaries,
they are responsible for the efficient
allocation of capital. As managers of
risk, the skill with which financial
capital is allocated will determine the
future sustainability, prosperity and
competitiveness of their respective
countries. As managers of informa-
tion, they have the ability to adapt
quickly to new data and to respond
to the urgent need for more sustain-
able economic practices.

Companies in the financial services
industry recognize that, increas-
ingly, environmentally sustainable
economic development will be the
basis for governmental and business
policies. This puts their clients at
risk, as well as their directors, top
management, and companies. This
implies that companies in the finan-
cial services industry will benefit by
applying the principles of sustain-
able development throughout their
business, by taking charge of their
own agenda to maintain the initiative
and avoid criticism, and by being
proactive in dealing with all their
stakeholders including regulators.

practice management for environ-
mentally sustainable development
and those that do not. To support
these initiatives, they could ensure
that their own internal operations are
in alignment with the principles of
sustainable development, and that
these policies apply to their subsidi-
aries in ali segments of the financial
services industry.

These steps will send clear signals in
the business community. Compa-
nies applying management for
environmentally sustainable de-
velopment will have easier access to
insurance coverage and to capital at

favourable rates. Polluters will be

In applying sustainable development criteria to their clients,
the financial services companies will not be acting as
environmental gatekeepers or regulators, they will be
integrating into their businesses, risks made evident by the
rapidly expanding body of scientific information on the
environmental consequences of current human activities. In

other words, they will be doing their job better.

Companies in the financial services
industry can undertake some major
tasks that will have a profound effect
on the way business is managed in
Canada. Some have made consider-
able progress already. As a first
step, they can develop criteria which
will allow them to measure how com-
panies approach environmentally
sustainable development, and to
factor that into lending, insurance,
and investment decisions. Sec-
ondly, they might create a system to
distinguish between companies that

faced with tougher environmental
regulations, and will be obliged to
justify their activities with their suppli-
ers, the consumers of their products,
and their financial institutions. Some
polluting companies may be
charged a higher rate for funds, if
they can obtain capital at ali, and
may be denied insurance coverage.
Many companies will be encouraged
to adopt management practices for
environmentally sustainable devel-
opment very quickly; and, in many
cases, this will provide them with im-

16

NATIONAL ROUND TABLE REVIEW Fall 1993



Sustainable Capital

Helen Sinclair

FINANCIAL SERVICES

Banks have a constructive role to play in promoting sustainable development.
CBA president Helen Sinclair discusses how Canada’s banks are coming to
terms with environmental risk.

I here is scarcely an industry in
the country that doesn’t contrib-

ute to our broadly defined environ-
mental problems. For its part, the
banking industry is making signifi-
cant progress in defining its role on
the environmental front.

There are two broad issues facing
the banking industry: credit risk and
environmental liability. We accept
credit risk, while attempting to mini-
mize it, because it is an integral part
of banking. It's something bankers
have dealt with for many years and
in a number different contexts. As a
fender, it's riskier to lend to a polluter
than to a non-polluter, all other things
being equal, especially in today's
world where the polluter may be as-
sessed the costs of clean-up or
where the lender may eventually be-

come liable for clean-up if the pol-
luter is unable to pay.

The other issue, environmental liabil-
ity, exposes us to undue risk. it
makes us very uncomfortable. As a
lender, you can be liable for and
beyond the amount you have ex-
posed yourself to in lending to a cus-
tomer. There are many examples of
this in the banking industry. For in-
stance, a battery recycling plant in
New Brunswick was closed due to
excessive levels of lead particles
and dust.  The bank had about
$650,000 outstanding in loans but it
was reluctant to foreclose on the loan
and take possession of the business
because of the potential for environ-
mental liability. The owner was will-
ing to sell the company and turn over
proceeds to the bank; however, the

sale price was unlikely to meet the

Cassils from pg. 16
mediate benefits, as well as contrib-
uting to the well-being of the country.

In applying these criteria to their cli-
ents, the financial services compa-
nies will not be acting as
environmental gatekeepers or regu-
lators, they will be integrating into
their businesses, risks made evident
by the rapidly expanding body of
scientific information on the environ-
mental consequences of current hu-
man activities. In other words, they

will be doing their job better.

Although it is expected that environ-
mentally sustainable development
will bring many benefits, the transi-
tion may be more successful if done
smoothly to avoid unnecessary
shocks. This will be assisted if the
new standards are telegraphed well
in advance so companies have time

to adjust. Some environmentally
damaging companies wishing to in-
vest in more sustainable products
and processes will need to have ac-
cess to capital. In some cases, in-
tense international competition may
make it difficult for companies to af-
ford the initial investment required to
move towards sustainable develop-
ment; this is a real problem that will
require the close collaboration of
regulators, the financial services in-
dustry, and business in general.

Some companies in the financial
services industry are meeting the en-
vironmental challenge. Swiss Rein-
surance has set up a greenhouse
effect project team, which has al-
ready warned of the consequences
of high exposure to insuring for cata-
strophic losses in cities such as New
York or Tokyo. They have noted that
an ocean temperature of 28 degrees

outstanding bank debt. The bank
wanted to recover the shortfall under
its guarantee from the Atlantic Can-
ada Opportunities Agency. This is
where a "Catch 22" came into play.
The terms of the guarantee required
the lender to realize on the security
before any funds could be claimed.
If that were done, the bank might
incur clean-up liability which could
exceed the amount of its loan in or-
der to recover anything under its
government guarantee.

In another case, one of Canada's
chartered banks made a $1 million
construction loan for an upscale resi-
dence. The mortgager defaulted on
the loan two years later when the
residence was about two-thirds
completed and not yet landscaped.
The bank took possession of the

Cont. on pg.18

centigrade or warmer is required for

hurricanes, and in recent years, the
surface area of oceans at these tem-
peratures has been growing.

The National Westminster Bank has
focused on improving its internal en-
vironmental performance. In their
Environment Report for 1993, they
describe the initiatives they have
taken to conserve resources, and es-
timate that they are saving the
equivalent of about $20 million Cana-
dian a year.

Quite clearly, good information on
the environment will contribute to the
future success of companies in the
financial services industry.

For over 20 years Anthony Cassils has advised
senior decision-makers in the public and the
private sectors on issues of public policy and
business strategy, and has spent 10 years in
the financial services industry.
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property, hired a contractor to com-
plete the landscaping and then sold
it for $700,000. Shortly after the sale
closed, the purchaser notified the
bank that medical waste, needles
and syringes, was surfacing around
the property. Apparently, this waste
had been "midnight-dumped" on the
vacant property while the bank was
in possession and inadvertently
spread around by the contractor,
then covered by a thin layer of clean
soil. The purchaser insisted the
bank remove the waste and threat-
ened to sue for damages. Even
though the bank believed it had fixed
its loss with the sale of the property,
it had to incur additional costs for
consultant and legal fees and pay
about $100,000 for clean-up.

It is situations like these that cause
us concern. In isolation, the dollar
losses may not appear shocking but
because these types of scenarios
have frequently repeated them-
selves, the banks have lost signifi-
cant amounts and stand to loose
significantly more.

The banks, however, are taking a
proactive approach and working
with federal and provincial ministries
of environments, other business
groups and environmental organiza-
tions to create a more equitable sys-
tem. The Canadian Council of
Ministers of the Environment (CCME)
Task Group on Contaminated Site
Liability, which includes several
stakeholder organizations such as
the Canadian Bankers’ Association,
Canadian Environmental Law Asso-
ciation, Canadian Chemical Produc-
ers’ Association, West Coast
Environmental Law Association and
the Canadian Petroleumn Product in-
stitute, developed a number of Rec-
ommended Principles that provincial
governments can develop and craft
into legislation and regulations.

Of significant importance to the
banking industry is Recommended
Principle No. 6. The CCME Task
Group recommends that ‘lenders
who hold a security interest in the
property of a borrower should be

granted a pre-foreclosure exemption
from personal liability, beyond the
outstanding balance of the debt, un-
less the lender had actual involve-
ment in the control or management
of the business or the borrower."
This recommendation supports the
notion of "polluter pays" and puts to
rest the "deep pockets" theory which
says banks must pay for the polluting
problems caused by their clients,
past and present. The deep pockets
approach unfairly places the blame
for pollution on innocent third parties
and in so doing, impedes the ability
of some businesses to obtain credit.

Recommended Principle No. 6 is a
good, first step toward sustainable
development — a cooperative part-
nership between economic and en-
vironmental initiatives. Economic
initiatives must take into account
their environmental effects and en-
vironmental initiatives must bear in
mind their economic effects.

Not everything in the CCME Report
meeis with the banks’ approval. The
CBA has misgivings about the
CCME recommendation that govern-
ments should have a super-priority to
recover costs incurred in cleaning
up contaminated sites. While we un-
derstand the reasons for their recom-
mendation, a government super
priority has the effect of increasing
the credit risk associated with bank
lending to a large number of busi-
nesses. The CBA would prefer that
Crown claims exist as secured
claims against a particular busi-
ness.

From the CBA’s perspective, there's
more to environmental liability than
simply recouping security. For ex-
ample, certification for environ-
mental auditors is crucial and we’d
like to see the profession become
self-policing. Currently, there are no
rules governing environmental
audits. The CBA is working with the
Canadian Standards Association,
the Canadian Environmental Audi-
tors’ Association and other stake-
holders to develop a set of standards
for audits and environmental man-
agement systems.

FINANCIAL SERVICES

All of the banks have adjusted their
lending policies and practices to in-
corporate environmental risks. They
are training their account managers
to recognize a borrower’s environ-
mental problems. Banks now ask
their clients to fill cut questionnaires,
conduct audits or submit environ-
mental statements as part of a busi-
ness plan. We require this of all
business borrowers, regardless of
size. To assist bank customers, the
CBA has produced a booklet outlin-
ing why banks seek this information
and the basic environmental require-
ments that should be included in a
business plan. The booklet is dis-
tributed to business owners across
Canada. And all of the banks require
external environmental audits for all
new business loans where there are
potential environmental problems.
This form of due diligence takes a
long-term view of the environment
because it addresses the potential
for contamination and liability before
the trouble starts.

As businesses ourselves, how are
we managing our own backyard?
Most banks have set up internal
green policies and are paying them
more than just cursory glances. In
addition, a substantial number of en-
vironmental programs are underway
at all banks, e.g., newsprint recy-
cling and using coffee mugs instead
of disposable cups; many have been
initiated by employees on a volun-
teer basis. After all, bank employees
are everyday people who are part of
the increasing trend towards envi-
ronmental conservation.

At this stage, many questions on en-
vironmental liability remain unan-
swered: How do we prioritize the
clean-up projects when budgets are
tight everywhere? How should we
deal with contaminated properties
where the polluter is known but long
gone? The banking industry be-
lieves it has a constructive role to
play in forging solutions. Scaring off
investors is clearly not the way to go.
If we want sustainable development,
we also need sustainable capital.

Helen Sinclair is President of the Canadian
Bankers' Association.
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Insuring Sustainability

Angus H. Ross

FINANCIAL SERVICES

The insurance industry can play a crucial role in progress toward a sustainable
society. Angus Ross, Chairman of the Insurance Bureau of Canada’s
Environmental Liability Committee, describes an insurance industry which is
increasingly concerned with the environmental soundness of the projects that

it is asked to insure.

As with most service industries,
the impact of property and
casualty insurance on sustainable
development is, at first sight, limited.
A deeper investigation will show that
not only is insurance an integral part
of the overall environmental picture,
but ithas the potential o be a leading
partner in the prevention of pollution
incidents.

Economic prosperity in a nation such
as Canada depends on the produc-
tion of raw materials, goods and, to
a growing extent, services. Imbed-
ded in the costs associated with
these products is the cost of insur-
ance.

Insurers in Europe, the USA and Lon-
don — particularly Lloyd’s — have
found that the cost of being asked to
provide a "social safety net' in terms
of cleaning up past pollution,
whether it be to property inthe sense
of remediation of land, or human in
the case of asbestosis and other dis-
eases, can far outstrip the resources
provided by premiums collected in
the past.

Inevitably the cost of past pollution
incidents is factored into the premi-
ums for today’s risks, not only to re-
coup past losses but also as
predictors of future events. This
drives up the cost of today’s policies,
the cost to the producer, and ulti-
mately has a major impact on the
global competitiveness of the manu-
facturer.

Insurance premiums have also risen
to accommodate the inflated legal
fees that are associated with envi-

ronmental liability cases. A recent
study by RAND Corporation found
that of settlements effected under
the "Superfund" legislation of the
United States only 12% of the money
has actually gone to site remediation
- the rest has been swallowed up in
legal expenses.

Recognizing that an ounce of pre-
vention is worth a pound of cure, the
Insurance Bureau of Canada (IBC)
produced the following Statement of
Principles Regarding Insurance and
the Environment as a guide to mem-
ber companies in the treatment of
insurance for risks associated with
the environment;

Environmental protection requires,
first and foremost, the prevention of
damage to the environment.

Rapid clean-up of accidental dam-
age to the environment should be
given the highest priority in order to
minimize risks to human health and
natural resources.

Insurance protection against costs
arising from unintended pollution
damage is normally available for
home-owners and businesses un-
likely to cause accidental damage to
environment.

For businesses whose economic ac-
tivities involve clear but measurable
risk of environmental damage, insur-
ance can usually be purchased if
such firms are willing to provide an
independent environmental assess-
ment report certifying that the neces-
sary safeguards for the prevention of
environmental damage are in place
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and remain in good working order,
as evidenced by periodic additional
inspections.

Any regulated or legislated require-
ments to provide pollution insurance
— in the absence of pollution abate-
ment reguirements that are clearly
specified and enforced by govern-
ments — run counter to the princi-
ples of loss prevention and are
therefore opposed by insurers.

Pollution which is inherent to certain
economic activities cannot be con-
sidered accidental and is therefore
generally uninsurable. IBC mem-
bers are encouraged to refuse to
insure such businesses against
costs arising from environmental
damage unless necessary safe-
guards or process changes are
adopted to ensure that such damage
could only resutt from an unfortunate
accidental occurrence.

IBC members are encouraged to
continue to decline pollution insur-
ance coverage to businesses not
operating within existing environ-
mental statutes and regulations.

Gone are the days when insurers
would accept environmentally haz-
ardous risks with little concern over
the practices and operations of their
insureds. Nowadays there are far
more calls for environmental audits
and assessments, with no guarantee
of coverage afterwards if adverse
conditions are found. Seepage and
gradual pollution is difficult to cover,
and deliberate pollution, or pollut-

Cont. on pg.23
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Full-Cost Accounting:
Opportunities and Risk

Daniel Blake Rubenstein

ACCOUNTING

Full-cost accounting can begin to provide information which bridges the gap
between what is good for business and what is good for the environment.
Dan Rubenstein looks at its potential for business.

It makes sense that companies
should be investing in natural capi-
tal — forests, wetlands, clean air or
river systems that are essential to a
company’s long-run economic sur-
vival.

For example, a pulp and paper com-
pany is dependent on a productive
forest ecosystem for its continued
economic survival; a chemical com-
pany is dependent on land-fill to
store toxic chemicals. Maintaining
these assets will require capital and
operating outlays that may reach al-
most $500 billion a year by the end
of the century.

Some forward-looking companies
are starting to incorporate environ-
mental costs into their criteria for de-
cision-making. In order to do this,
they need financial and environ-
mental information that is integrated
in one package that allows decision
makers to model different investment
scenarios. They need to know the
costs of the depletion of natural capi-
tal, such as forests, river systems,
and clean air.

For the past two years, | have been
working with the United Nations Con-
ference on Trade and Development
to develop a methodology to com-
pute fuller costs that include a rough
estimate of environmental costs. A
progressive forest management
company participated in the re-
search (see Policy Options, Septem-
ber, 1993, which describes some of
the research; the balance will be re-
ported in a book to be published next
summer by Quorum Books).

This North American forestry com-
pany started with the concept of
managing natural resources to meet
the expectations of the present and
next generation. The company’s
controller, and a team of ecologists
and scientists developed a new valu-
ation framework for "off-balance
sheet' natural assets that never ap-
peared on financial statements.

Their starting point was the fuller-
costing methodologies developed
by the Environmental Protection
Agency and other corpaorate leaders
in managing environmental risks.
Most of these models estimate the
potential cleanup costs of toxic
wastes that leach into the water ta-
ble. These basic models were ex-
panded to account for wildlife, soil
fertility, aquatic habitat — over a 40
year time horizon. The controller ac-
counted for the commercial value of
forest, and the non-commercial
value of critical components of the
forest ecosystem, such as the fertility
of the soail.

Starting with a baseline dollar value
for the ecosystem, the multi-discipli-
nary team computed the potential
asset depletion rates for three differ-
ence forest development scenarios.
Using these asset depletion rates,
the team then computed fuller costs.
These clearly demonstrated that the
real costs of business, once the en-
vironmental costs were visible, were
the same as the costs of striking a
middle course and investing in the
preservation and remediation of
natural capital.

The company’s financial and non-fi-
nancial information was summarized
in a "Stewardship Report' for the
board of directors. It analyzed return
on investment and product costs,
under fuller-cost accounting. In the
process of preparing these ac-
counts, the team developed a mod-
ern definition of profit that accounts
for changes in natural, as well as
business capital.

Perceptive readers may well wonder
why the traditional accounting model
does not provide the information that
senior management needs to charta
middle course of investing wisely in
the environment.

The traditional accounting model
suffers from a fundamental concep-
tual flaw when it comes to dealing
with long-term, undefined liabilities
which have low probabilities of oc-
currence, but would be extremely
costly if they did occur (environ-
mental disasters). Examples of ex-
penses in this category include
warranty liabilities or trillion dollar en-
vironmental obligations (in the U.S.
alone it is estimated that environ-
mental liabilities for the clean up of
past toxic spills could ultimately ap-
proach $7 trillion). This flaw in meth-
odology is becoming more serious,
now that environmental obligations
have increased.

The fraditional accounting model
can be expanded to meet this chal-
lenge. Using the analogy of photog-
raphy, the key is to change the
shutter speed, and the lens. Tradi-
tional financial reporting takes a pho-
tograph of a company’s financial
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condition at a given point in time.
This photograph is based on a con-
ventional definition of assets and li-
abilities, using a conventional lens.
The time-frame, or shutter speed, of
this photograph is relatively short, a
given day for the balance sheet and
the past year for the income state-
ment. In the case study, | experi-
mented with taking a picture of a
company, using a much wider angle
lens and a longer time-frame — two
generations. By doing this, account-
ants can begin to provide informa-
tion to bridge the gap between what
is good for business and what is
good for the biosphere. And if ac-
counting is not part of the bridge
between these two philosophical
solitudes, it will be part of the abyss
that separates them.

Daniel B. Rubenstein, C.A. has been a practis-
ing accountant for over two decades, with ex-
perience in the private sector, Crown
corporations and the public sector. Currently,
he is working as a legislative auditor.

Ross cont. from pg. 19

ants released within government
guidelines as a by-product of an in-
dustrial process, is now excluded.
This is a far cry indeed from the state
of things 30 years ago.

It is not surprising that environmental
liability should have been recog-
nised by the insurance industry as
one of the five most urgent items on
its national agenda.

As the industry wrestles with how to
deal with the problems of retroactive
liability, government legislation,
clean-up costs, defence issues and
the morality of issuing poilution cover
to known polluters, it remains cog-
nisant of its economic role in the na-
tion’s commerce. The insurance
industry is prepared to play its part
in the prevention of future pollution
incidents, in the clean-up of the
genuine accidental occurrences but

©1 ACCOUNTING

it has no role (nor sufficient funds) to
act as a social safety-net for the gen-
eral cleaning-up of environmental
disasters caused as a result of soci-
ety’s desire for consumption in the
guise of progress.

By the end of this decade it is quite
possible that environmental liability
will be a separate class of insurance
totally excluded from general liabil-
ity. It will readily be available on an
affordable basis for responsible in-
sureds practising prevention to strict
guidelines. Companies unable to
purchase protection would just have
to suffer the financial and political
conseguences.

Angus Ross is President of Sorema Manage-
ment Inc., Chairman of the Insurance Bureau of
Canada (IBC) Environmental Liability Commit-
tee and Chairman of the Reinsurance Research
Council.

@UCCESS STORY: 3M Canada Turns Waste into Jobs

Increasingly, businesses are realizing that protecting the
environment can create savings. It makes sense that by
reducing inputs, conserving energy, reducing or eliminat-
ing waste, production processes can become more effi-
cient. In these recessionary times it is the companies that
are streamlining production that are turning a profit.

Take 3M Canada Inc., for example. They are about to
open a new plant in Brockville, Ontario that will create 50
new jobs. Not transferred jobs, but new ones. The Cana-
dian site was chosen over locations in the U.S. and Mexico
because of 3M Canada’s reputation for on-time, quality
products. How are they able to do this? Through a
corporate strategy that takes into account the environmen-
tal consequences of production.

This strategy, called the Pollution Prevention Pays Pro-
gram, has been in place at 3M since 1975. This program
has generated savings of hundreds of millions of dollars
since its inception. Bob Whelan, Manager of Corporate
Information, says: "We are operating on the assumption
that it is easier, cheaper, and more profitable to eliminate
poliution at source." The program has focused on the
elimination of pollution through product reformulation,
process modification, redesign of equipment and recovery
of waste materials. Consequently, 3M Canada has built
its export sales share from 2% to 20%, while taking the
environment into consideration. This is proof positive that
sustainability and prosperity do go hand in hand.

At its Perth, Ontario plant, 3M’s strategy has led to new
products from what was once considered waste. Adhe-
sive by-products that would have once required waste
disposal are now being sold to a running shoe manufac-
turer as a raw material. Plastic by-products are now being
used as input to Gl Joe figurines.

Through action like this 3M is able to profit from its waste.
A solvent used in the manufacture of a popular scotch
brand scouring pad has been replaced with water, thereby
eliminating chemicals and cost from the manufacturing
process. [n addition to this, the Perth plant has reduced
its landfill waste by 98%, simply by finding uses for the
waste in the plant itself or in other businesses. This plant
is now serving as a model for other 3M plants around the
world.

Dave Nosworthy, Material Handling Supervisor at the Perth
plant, believes the programs initiated at the plant have
been well-received by the plant’'s employees. "As a matter
of fact, by bringing the problem to the attention of the
people on the floor, they often come up with ideas and
results faster than management. We couldn't have had the
success we have had without their commitment.”

3M’s Pollution Prevention Pays has been profitable for the
company, the employees and the communities in which
the plants operate. 3M knows that environmental respon-
sibility makes good business sense.

C.D.
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Shifting the Battlefield:

Consensus in
Canada’s Forest Sector

John Houghton

I don't think | have lived through a
time of greater change in the forest
and forest products industry than in
the last few years. There was little
guestion, 20 years ago, about Can-
ada’s future forest resources. It pro-
vided unending supplies of a useful
product and a profitabie export, and
was a mainstay of the Canadian
economy. Few people in the small
company towns where | grew up
challenged the idea that forest com-
panies were responsible managers
of a renewable resource.

We in the industry knew a great deal
about forests, and it came as a shock
— almost an insult — to many of us
to find that "outsiders" could criticize,
even condemn us for destroying this
resource which nobody had thought
at risk before. Denial was our first
response — "ignore them, they’ll go
away'. But change began to creep
in. My own industry group, the Ca-
nadian Pulp and Paper Association
(CPPA) adopted an environmental
code, and governments began to
talk about "sustainable develop-
ment'. | had worked on environ-
mental issues as a CPPA member,
but still had litile idea what to expect
when asked to join the National
Round Table in 1990. Could this
widely assorted group of Canadians,
some with diametrically opposed
ideas on what sustainable develop-
ment was all about, reach some con-
sensus on complex issues in the
resource sector?

Members of the National Round Ta-
ble asked if a Sector Round Table
could be set up to consider the issue
of the sustainable management of all
forest resources. We approached

environmentalists, union people,
aboriginal groups, bureaucrats, aca-
demics, and industry, and asked if
they wanted to sit down together to
see if they could forge a common
view on the future of Canada’s forest.
No one was optimistic, but they gave
it a try — and 18 months later they
had hammered out a unanimous set
of principles (available from the
NRTEE), signed by all their parent
organizations. They are aiso work-
ing on action plans covering the con-
tribution each organization will make
to those principles.

Was itworth it? As one industry vice-
president put it: "Being part of this
round table for my company was ex-
pensive. | was away a lot at a crucial

SECTOR DIALOGUES

time. Still, inherent faith in our future
brought this diverse group of players
together to do what we can for our
common good. | learned a lot. |
changed my views on quite a few
things." A union member of the
group added: "We started off being
very general, and we are now very
specific and hard-nosed, and that
was a result of the trust developed in
the room." One of the environmental
representatives summed up by say-
ing "We were neither each other’s
critics nor lovers ... We enjoyed our
greater efficiency created by putting
all our cards on the table."

John Houghton, a member of the National
Round Table, is chairman of QUNO Corp., Can-
ada’s fifth largest pulp and paper company.
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Tourism Industry Aims For SustainabilityW

Louis J. D’Amore
"Protecting the environment is both a moral obligation and a business imperative for the Travel & Tourism
industry. As the world’s largest industry it can effectively reach millions of customers with a coherent, compelling
environmental message. And the leadership of the industry can and must persuade its members to adopt
ecologically sound business practices. After all, a healthy environment is the travel industry’s core product. If
you can get it right, Travel & Tourism can truly become environmentally sustainable."”
— Maurice Strong, 1993 Report of the World Travel and Tourism Council

Maurice Strong has agreed to be a keynote speaker at
an international conference on sustainable tourism
next fall. He will share his vision of Agenda 21 and the
contribution that the travel and tourism industry can
make to that vision.

In September, 1994, Montreal, Canada, is hosting "Build-
ing a Sustainable World Through Tourism", the second
global conference of the International Institute for Peace
Through Tourism (lIPT).

An estimated 1500 delegates from more than 80 countries
will be in attendance, representing all sectors of the travel
and tourism industry and related sectors.

The Conference — sponsored by the governments of
Canada and Quebec — will focus on the presentation and
discussion of some 200 success stories from around the
world. Major emphasis will be on case studies related to

tha environment cultiire and heritane suistainable touriem
Ne envircnment, cuiture ana neriage, suslainacie iournsm

in developing countries, and the promotion of international
understanding and cooperation.

The Conference, which is endorsed by the United Nations
Environment Programme (UNEP), the World Travel and
Tourism Council (WTTC) and the World Tourism Organiza-
tion (WTQ), will aim to conclude with concrete recommen-
dations and actions that can be taken by the diverse

sectors of the travel and tourism industry in support of
Agenda 21 and the Biodiversity Treaty.

In 1991, the Canadian tourism industry, through the initia-
tive of NRTEE and the Tourism Industry Association of !
Canada (TIAC), was among the first of any country to
respond to the challenge of the Brundtiand Commission
by developing a Code of Ethics and Guidelines for Sus-
tainable Tourism. These codes and guidelines provide an
excellent model for other countries.

The successful implementation of the tourism guidelines
combined with the success of the Second Global Confer-
ence will create an enhanced image of Canada as a
destination and help establish Canada as a leader in
socially and environmentally respaonsible tourism.

For more information on "Building a Sustainable World
Through Tourism," contact:

International Institute for Peace Through Tourism
ai i or: e (0] ourism

Internatior stitute eace Through Tourisn
3680 rue de la Montagne

Montréal, Québec, H3G 2A8

Tel: (514) 281-1822

FAX: (514) 848-1099

Louis J. D'Amore is President, International Institute for Peace Through
Tourism.

@UCCESS STORY: Royally Green

he banking industry generally conjurs up a pretty clean

environmental image — no polluting smoke-stacks or
effluents discharged into rivers. Yet some banks still rec-
ognize the value in incorporating the environment into their
decision-making.

The Royal Bank of Canada adopted an Environmental
Policy in 1990 committing itself to managing its operations
in a way that promotes sound economic growth and main-
tains a healthy environment. The key component of this
policy is the bank’s Environmental Risk Committee. This
group draws its representation from all areas of the bank’s
operations. lts mandate is to assess the adequacy of
present environmental risk measures and to implement
changes where necessary. This is an effort to facilitate a
consistent approach to environmental risk management.
Once a project is approved the bank requires all clients to
comply with applicable laws and sign certificates stating
that they confirm their compliance. If there is evidence of
unacceptable risk, environmental or otherwise, the bank
may turn down the loan or review an existing arrangement.

As well, the Royal Bank is making changes in branches all
across the country to reduce waste. In 1991 they issued
a circular to all units across Canada detailing how to
establish local recycling programs. Part of all recycling
programs is a reporting mechanism to measure savings.
A semi-annual report indicates that over 3,200 tonnes of
fine paper, 58 tonnes of newsprint, 250 tonnes of corru-
gated cardboard, 20 tonnes of glass, 54 tonnes of plastic,
14 tonnes of cans, 13 tonnes of cooking grease and 400
pounds of silver-form microfiche, have been recycled. In
addition to these end-of-use efforts, the Royal Bank is also
focusing its efforts on reducing the amount of source
materials it uses. For example, a new on-line viewing
system reduces the amount of paper and microfiche in use.

Reductions like these and sound business decisions on
the part of the Royal Bank reflect on their belief that human
welfare depends upon both sound economic growth and
maintenance of a healthy environment.

C.D
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Green Taxes:
Could We Accept Them?

J. Anthony Cassils

If we tax "sin" products such as alcohol and tobacco, should we also be taxing
activities which harm the environment? Tony Cassils examines the advantages
and disadvantages of green taxes, a potential alternative to traditional
command and control regulations.

nuring the past decade, an in-
b creasing number of govern-

ments have become interested in the
potential of green taxes placed on
environmentally damaging products
and processes as a means to im-
prove the environment, increase pro-
ductivity, and raise revenue. This
article will consider the following
questions: What are the assump-
tions underlying green taxes? What
are the benefits for business? If they
are good, why are they taking so long
to implement?

Traditionally, economists have as-
sumed that growth in the consump-
tion of natural resources indicates
economic health and prosperity.
More recently, growing environ-
mental degradation has made evi-
dent that the full costs of economic
activity have not been calculated.
Moreover, countries which use natu-
ral resources more efficiently, such
as Japan and Germany, have be-
come economically dominant. This
has led to a new assumption that the
highly productive and efficient use of
natural resources is a better indica-
tor of national economic perform-
ance than gross resource
consumption. However, the efficient
use of natural resources is of secon-
dary importance to most companies
and individuals in Canada, because,
often, the resources are under-
priced.

Green taxes harness market forces
to price more fully natural resources
so that they will be used more effi-

ciently. More immediately, their ap-
plication to fossil fuels may help
many countries to reduce their pro-
duction of those gases contributing
to global warming and to meet their
international commitments.

Green taxes may represent a natural
evolution of the tax structure. In Can-
ada, the traditional role of taxation
has been to provide a steady flow of
revenue to governments following
the five broad objectives of fairness,
competitiveness, simplicity, consis-
tency and reliability.

In recent decades, many govern-
ments have increased rapidly "sin'
taxes on alcoholic beverages and
tobacco products, based on the as-
sumption that they raise revenue,
discourage consumption of harmful
products, and improve public health
simultaneously. With the explosion
of information on environmental deg-
radation during the past 20 years, it
is a logical next step to propose tax-
ing activities harmful to the environ-
ment.

What are the benefits of green taxes
for business? In many instances,
they may reduce the burden of envi-
ronmental regulations, while attain-
ing environmental goals more
efficiently. They leave more discre-
tion to companies and individuals
than "command and control® regula-
tion.

initially, green taxes may increase
the cost of doing business for some
companies if not offset by the reduc-

tion of other taxes. However, the
benefits of green taxes will appear
more subtly over the mediumto long-
term. There is no doubt that the im-
position of higher environmental
standards imposed by governments
has encouraged business to seek
new technologies and better prod-
ucts. Within the last year, Domtar
announced a new technology to pro-
duce high grade paper from recy-
cled cardboeard, and is retooling a
plant in Cornwall to use this technol-
ogy, which will produce a competi-
tive product at lower cost, while
removing tons of cardboard from
overburdened dumps. The point is
there are many opportunities to im-
prove performance even in a long-
established Canadian industry such
as pulp and paper, and green taxes
can encourage positive change.

If green taxes provide some benefits,
why does it take so long to implement
them? There is a simple answer.
Most people distrust new taxes, even
though many advocates of green
taxes suggest that they would be
revenue neutral, with the revenue
they provide aliocated for the reduc-
tion of taxes on "good” activities such
as work and savings. However,
many people assume that green
taxes will add to the overall tax bur-
den. It will take time for them to re-
flect on the consequences if deficits
continue unchecked or to consider
the advantages of green taxes,
which can provide double benefits
by reducing both fiscal and environ-
mental deficits.
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From the perspective of regulators,
most administrators of tax structures
have been approached with
schemes to hijack the system for one
cause or another, and so they ap-
proach with scepticism a proposal
for green taxes or ecological tax re-
form. While the argument to tax the
environmental "bads" is atfractive, it
is likely to reduce both the activities
and the revenues, and one of the
prime concerns of tax administrators
is to provide governments with a sta-
ble flow of revenue. Also, the green
taxes are not entering a vacuum.
The tax system is complicated and
many natural resources such as en-
ergy are already subject to an array
of taxes. It takes time to ascertain
how these various taxes will interact.

Some countries are reluctant to be
first with green taxes, as they know
that companies, people and trade
can migrate. For example, the Euro-
pean Community has proposed an
energy tax to apply to all forms of
non-renewable energy with an addi-
tional tax on the carbon content of
fossil fuels. The purpose is to en-
courage energy efficiency and fuel
substitution away from carbon-inten-
sive fuels. Under the proposal, the
tax would be introduced at a level
equivalent to $3 per barrel of oil, to
be increased by $1 per barrel annu-
ally until it reaches a level of $10 per
barre! of oil equivalent at the end of
seven years. The proposal reflects
the art of compromise. It does not
address subsidies for coal produc-
tion in Germany, and it exempts en-
ergy-intensive industries. More
significantly, the European Commu-
nity will not adopt the tax until its
major trading partners have adopted
similar measures to reduce COp.

Despite the promise of green taxes,
some businessmen express con-
cern about the imposition of more
taxes on the use of natural re-
sources, since they hit polluters and
non-polluters alike. Others prefer

the direct regulation of pollution and
" set standards within which a com-
pany can operate without incurring
additional charges. Also, in some
cases, governments may enforce

some environmental regulations len-
iently, and, on occasion, not at all.
Taxes are harder to avoid, and easier
to enforce.

Some environmentalists oppose
green taxes, doubting that the mar-
ket forces and the pricing mecha-
nism can work to the benefit of the
environment. Other supporters of
the environment recognize the
power of the market forces, and
would like to harness that energy for
environmental ends.

The lack of unanimity regarding
green taxes was evident when the
broad-based energy tax was pro-
posed inthe United States earlier this
year. American energy prices are
about 30% cheaper in real terms
than they were a decade ago, lower
than at any time since 1974. Presi-
dent Clinton proposed a broad-
based energy tax that had excellent
objectives: increase energy-effi-
ciency of the economy for long-run
competitive advantage, environ-
mental improvement, enhance na-
tional security and the trade balance
by reducing oil imports, and
strengthen economic performance
by substantial deficit reduction.
When the policy emerged from Con-
gress, the broad-based energy tax
had been replaced by taxes onsome
fuels providing one third of the reve-
nue of the initial proposal. Also the
provisions that passed would reduce
carbon emissions only by three mil-
fion tons by the year 2000, or 3% of
the national target, as opposed to
20-25% for the original proposal.
While the compromise is disappoint-
ing to some, it does prepare the
American public for more substantial
energy taxes in the future.

Looking ahead, it is likely that green
taxes will be used more extensively
to achieve some environmental
goals and will contribute a larger pro-
portion of the revenue stream of na-
tions. Eventually, the weight of these
accumulated measures may merit
the term "ecological tax reform’. If
green taxes achieve economic, envi-
ronmental and fiscal ends more effi-
ciently than more traditional
measures, then countries applying

—
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them may become more prosper-
ous, and that will be good for busi-
ness.

Anthony Cassils is a consultant, based in
Ottawa, who has worked for over 20 years with
senior decision-makers in both the public and
private sectors on issues of public policy and
business strategy.

@ Friendly Cars

he Canadian Automobile Asso-

ciation is putting its money
where its mouth is. The not-for-
profit federation of 17 regional and
provincial auto clubs across Can-
ada has recently acquired an elec-
tric van. "CAA is a strong promoter
of alternative fuels, which can have
a positive impact on the environ-
ment, while diversifying Canada’s
energy sector’, says CAA president
Michael MacNeil.

The full size General Motors (GM)
Rally Van, converted to electricity
by Conceptor Industries of New-
market Ontario, runs on a pack of
lead acid batteries. Itstop speed is
100 kilometres per hour, and its
range is 60 to 100 kilometres before
it requires recharging. Even the
braking system is efficient. Every
time the brakes are applied, it helps
recharge the batteries.

Electric conversion is not the only
way to lessen a car’s impact on the
environment. Through a variety of
technologies, including catalytic
converters and closed-loop emis-
sion controls, General Motors of
Canada has cut vehicle emissions,
including hydrocarbons, carbon
monoxide and nitrogen oxides, by
90 percent since 1977. For its ef-
forts, GM has received an Environ-
mental Citizenship Certificate from
Environment Canada.

The company has aiso pioneered
the world’s first high-production vol-
ume waterborne paint system. This
system uses water to disperse the
paint rather than solvents that were
responsibie for creating volatile or-
ganic compounds. GM has also
switched to lead free paint at its car
and truck assembly plants. GM has
plans underway to begin phasing
out CFCs from car refrigerants, and
has begun work on remanufactured
car parts as alternative at dealer-
ships. This work may eventually
lead to a '"reusable" car through
GM’s GMX product line.

C.D.
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Giving the Invisible
Hand a Green Thumb

Mike Kelly

- ECONOMIC INSTRUMENTS

"It is immoral and irresponsible not to use the most cost effective means to
achieve environmental goals, given the urgent competing need to address the
other important social and economic problems of our population.”

(Paraphrased from Joe Goff, Environmental Defence Fund, Washington D.C))

Hard economic times and accel-
erating environmental deterio-
ration have made it necessary for
business and government to con-
serve both financial and environ-
mental resources. Meanwhile,
companies in every country face re-
lentless international competition on
price, quality and services. Now,
many people are beginning to rec-
ognize that the competitive advan-
tage of countries will depend
increasingly on the efficiency and
quality of governmental functions.
The calculation of "efficiency" re-
quires the inclusion of both financial
and environmental costs.

In recognition of the importance of
integrating the environment and the
economy and improving the effi-
ciency and effectiveness of govern-
mental operations, some governments
have been exploring the use of eco-
nomic instruments to achieve envi-
ronmental ends. Economic instruments
are a natural evolution of the regulatory
system, which, in most cases, they
complement rather than displace.
The immediate goal of an economic
instrument is to achieve a given level
of environmental protection at the
least cost to society.

Economic instruments provide in-
centives to or place financial bur-
dens on individual polluters, whether
consumers, companies, or govern-
ments, in some cases, o the extent
that the higher prices may change
behaviour, increase efficiency, and
reduce pollution. Some examples of

economic instruments include:
"green’ taxes such as the "gas guz-
zler tax - gas sipper rebate’ on the
sale of new cars in Ontario; tradeable
permits, whereby a ceiling is set on
the amount of air pollution permitted
in a given area, each company is
given a limit, and companies buy
and sell permits in the marketplace
with the more efficient gaining a new
source of revenue, while the lag-
gards pay higher prices; charges for
the use of environmental services,
such as metering the use of water
and charging by the bag for garbage
collection; and, deposit-refund sys-
tems for everything from bottles to

cars.

Economic instruments are often de-
scribed as “market-based" because
they reflect some of the environ-
mental costs in the market prices of
goods and services. In comparison
with "command and control' regula-
tions, the consumer has more
choice, and can decide on the basis
of price whether to buy or not. If
environmental costs are built explic-
itly into the prices of goods and serv-
ices, the responsibility for
environmental conseguences is put
where it belongs, on the user, bene-
ficiary, and the final consumer of
natural capital. Appropriate pricing
of environmental goods and services
will encourage their more efficient
and effective use.

Economic instruments can provide
many benefits. They require society
to be more explicit in defining its
environmental values. They can
contribute to the efficiency of gov-
ernment and reduce the cost of com-
pliance for industry in some cases.
Also, they can encourage those
regulated to do better than meet the
minimum standards. They can gen-
erate innovative ideas, spur re-
search and development, and give
rise to technological advances, im-
proved processes, investment in
plant modernization, and better
management practices.

For policy makers, economic instru-
ments provide greater flexibility to
respond to uncertainty and chang-
ing scientific information. Changes
of policy can occur by small incre-
ments rather than waiting for a major
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overhaul. For companies, economic
instruments can provide greater sta-
bility by allowing them to plan invest-
ment and evaluate new process
technology over longer periods, pro-
vided governments telegraph their
intentions well in advance.

At the national level, economic in-
struments can open the door to
revitalized and environmentally
sustainable economic develop-
ment in Canada.

First, Canada can reach its environ-
mental goals more effectively and
faster.

Second, the tax base by which reve-
nues are raised could be restruc-
tured to reduce taxes on savings,
investment, property, and incomes.

Third, the use in other nations of mar-
ket-based policy instruments im-
proves their competitive standing
relative to our own by reducing their
costs on the order of 20-40% of total
compliance costs. Since estimates
are that defensive environmental
spending ranges from 1.5-3.5% of
GDP (much more in some industrial
sectors), the potential savings to the
economy is enormous.

Fourth, research and developmentis
stimulated by the creation of markets
for products rather than government
pouring money through the hands of

bureaucrats authorised to "pick the
winners."

Although experience indicates that
well-designed economic policy in-
struments can reach the environ-
mental goal more quickly and much
less expensively than the traditional
‘command and control" regulatory
approach, economic instruments
may not always the best choice. In
cases of toxic discharges danger-
ous to public health or ecosystems,
legal prohibition, effective enforce-
ment, and painful penalties may be
more effective and appropriate.

Least-cost solution

The implementation of economic in-
struments can encounter some bar-
riers.  As mentioned by Manitoba
Premier Gary Filmon "Some people
are more comfortable with old prob-
lems than with new solutions."

Economic instruments cross sec-
toral, disciplinary, departmental, and
jurisdictional boundaries. This pro-
vides an opportunity to influence
many sectors simultaneously. It like-
wise poses a challenge because ex-
isting decision-making structures
tend to compartmentalize turf rather
than encourage collaboration.

A central fact of contemporary gov-
ernance is that least-cost solutions
are likely to be designed by a coali-

' ECONOMIC INSTRUMENTS

tion of those interests most affected.
Policy design is rapidly being re-
moved from the monopolized arena
of governmental officials. Democ-
racy advances.

In recognition of this need to bridge
sectors, in 1991, the National Round
Table on the Environment and the
Economy established the Economic
Instruments Collaborative bringing
together governmental officials,
business and environmental non-
governmental organizations. This
group made a number of recommen-
dations regarding the use of eco-
nomic instruments to control
emissions of SOz, CO2, and ground
level ozone. Implementation is be-
ing debated and some pilots pro-
jects are under consideration. Major
change requires both patience and
persistence.

Economic instruments provide many
of the tools necessary for Canada to
make the adjustment to a sustain-
able and prosperous future. The ap-
plication of market-based, economic
instruments to specific problems
and opportunities will be the most
important "environmental" issue of
the 1990s. There may still be exclu-
sively environmental problems, but
there are only sustainable develop-
ment solutions.

Mike Kelly is Executive Director, at the Clean Air
Strategy for Alberta.
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Saving Energy:
Prosperity at No Cost

Edwin Smith

i ENERGY AUDITS

Carleton University in Ottawa has launched an impressive $20 million program
to conserve energy across its campus. Resultant savings in energy costs are
expected to recoup initial investments in equipment within a few years. Low
interest rates combined with high energy costs have created a wonderful chance
for this program to succeed.

Faced with more and more de-
mands on already overwhelmed
budgets, Canadian universities are
being forced to take a closer look at
where their money is being spent. In
an effort to combat high operating
costs some of these institutions are
trying to make their campuses more
energy efficient. Reduced energy
consumption notonly helps preserve
the environment, it makes economic
sense as well.

In 1992, Carleton University
changed the lights on its campus,
60,000 common fluorescent tubes to
be exact. The newly installed elec-
tronic units produce 20% more light
than conventional fluorescent tubes
they replace but on average use
40% less electricity. Reduced en-
ergy consumption is only the begin-
ning of the benefits the university
realized through this initiative.

The total amount borrowed for this
project was $1.6 million. Payments
on the loan are $18,000 per month
while the energy savings are
$23,000. In essence, this means that
the university enjoys a monthly wind-
fail on this investment in energy effi-
ciency. The success of the energy
program is largely due to the integrity
of Bryan Beazer, Director, Depart-
ment of Physical Plant. As Beazer
says: "This program not only paid for
itself, but it allowed the university to
put in new equipment that it would
have had to replace anyway."

Based on the tremendous success
of the lighting project, senior man-
agement at the university approved
several subsequent projects. Carle-
ton’s Energy Savings Program, worth
$20 million, will save the university $2
million annually. The savings in en-
ergy costs will allow the university to
pay for its investment over the next
10 years.

Under this program the university will
install a new co-generation facility on
their campus at an approximate cost
of $8.5 million. Co-generation uses
natural gas to produce electrical
power and captures waste heat. Ex-
pected savings are $800,000 annu-
ally.

Carleton University is also making
use of geothermal sources of en-
ergy. Using a series of wells and a
network of piping, summer heat
trapped in a building is picked up
and stored 100 meters below the
earth’'s surface. This summer-
warmed water, which remains at ap-
proximately 10 degrees celsius
beneath the campus, is then
pumped into various buildings dur-
ing the winter. This results in signifi-
cant savings on heating during the
winter and air-conditioning during
the summer.

There are opportunities for all Cana-
dians to participate in similar pro-
jects that save energy. Beazer
provides the example of a university
employee who wanted to apply

some of the energy saving principles
he witnessed to his own household.
By converting his heating system to
natural gas he was able to see en-
ergy savings of $75 per month, re-
payment on the initial loan was $50
per month.

Jobs are created to meet demand for
energy-efficient products, consum-
ers save on their energy bills each
month, and the amount of pollution
emitted into the atmosphere is re-
duced. Carleton University has
proven, through these projects, that
both the economy and the environ-
ment can win. Carleton’s program
serves as a model for other institu-
tions.

It is hoped that Carleton’s experi-
ence can be shared on other cam-
puses. With total energy costs of
about $250 million for all universities,
similar savings could result in annual
savings of $75 million. In fact, this
figure could be low, since the results
of a recent survey of some 50 univer-
sities would indicate that Carleton is
already one of the leaders in energy
management. In order to communi-
cate these findings, NRTEE is work-
ing on a publication which will
document Carleton’s experiences,
plus a couple of other campuses,
and in effect provide an invaluable
GREEN GUIDE for universities.

Edwin Smith is a Communications Officer at the
NRTEE.
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© 7 SMALL BUSINESS

The Environmental Enigma

Jean-Denis Barry

The environmental issue is most often seen as a priority issue which benefits
from great public and industry awareness and support. But what are the actual
levels of awareness, the barriers and factors that drive regulatory compliance,
voluntary actions and the development of environmental products and

technologies?

The Canadian Chamber of Com-
merce looked at these ques-
tions through a series of focus
groups across the country involving
some 150 business owners and
managers as part of its Focus 2000
program. A survey guestionnaire on
environmental management prac-
tices was also circulated to approxi-
mately 700 small, medium and large
businesses.

Our survey indicated that most smalll
and medium enterprises (SMEs) be-
lieve environmental management is
driven by regulation; voluntary ac-
tion and environmental products and
technologies are driven by demand
and peer pressure. The participants
did not oppose regulation as such;
their concerns dealt with the regula-
tory environment.

To ensure significant progress, envi-
ronmental technologies and prod-
ucts must be made more accessible
and affordable. Voluntary action,
and much of compliance, are now
generally limited to low-cost/no-cost
measures, which is insufficient to
achieve significant results on a na-
tional scale. Likewise, respondents
stressed the need for access to a
complete, user-friendly and well
publicized source of information on
environmental management related
measures, technologies and busi-
ness opportunities.

The survey also suggested several
problems which must be addressed
if a large proportion of environmental
SME suppliers are to survive, let
alone prosper. One of the most seri-
ous impediments is the lack of de-

mand for environmental products
and technologies. Other problems
include misunderstanding about
reasons for using environmental
products, under-financing for prod-
uct and market development, delays
in regulation enactment/enforce-
ment, unexpected changes in gov-
ernment policy and direction,
political boundaries that often do not
correspond to "economic" areas,
and inconsistency in the interpreta-
tion of regulations.

Based on the challenges indicated in
this research, a tentative list of rec-
ommendations is being developed
by Focus 2000 for discussion among
local business communities and
subsequent implementation as part
of a national action program. The
objective of such a program is to
facilitate the effective practice of en-
vironmental management in Cana-
dian business and the development
of SME suppliers of environmental
products and technologies. To this
end the Canadian Chamber of Com-
merce is actively encouraging the
formation of a strategic alliance be-
tween major business associations
in Canada.

If environmental management and
the supply of environmental prod-
ucts are regulation and demand
driven, governments must ensure
that regulations are fair (and fairly
enforced), effective and well under-
stood. Action in this area will some-
times be difficult, as much of the
needed action may require funda-
mental changes in the way govern-
ment policy and direction are set.

Building awareness among Canadi-
ans, including Canadian business
owners and managers, will be ac-
complished through a serious adver-
tising and publicity effort. The
national ParticipACTION program
was used as an example. Other ave-
nues for action include hands-on as-
sistance to SMEs for environmental
management, and assistance to
SMEs in various forms including fis-
cal incentives for first-on-the-market
products, a national SME network,
and management training.

The dominant message which
emerged from these studies was that
without a renewed and effective
commitment to efficient action by
their governments a major compo-
nent of Canadian business is likely to
shift much of its energies from envi-
ronmental management practices,
and even more so from environ-
mental product development, to-
ward more survival oriented
business activities.

A very concrete contribution by busi-
ness and the main business associa-
tions will be required to help SMEs
comply with regulations, develop
voluntary actions and, from a supply
side, develop their expertise and
competitiveness with regard to envi-
ronmental products and technolo-
gies.

As part of the answer, the Canadian
Chamber of Commerce and the Ca-
nadian Standards Association (CSA)
are currently developing a front-line
action program to provide both in-
centive and how-to information to

Cont. on pg. 34

NATIONAL ROUND TABLE REVIEW Fall 1993

31



International Trade
and Sustainable Development:
Dangers and Opportunities

Pierre Marc Johnson and André Beaulieu

The greening of international trade is a pathway marked by both opportunities
and dangers. Pierre Marc Johnson and André Beaulieu address several

concerns of Canada’s political and business leaders.

Corporations and businesses
exist and trade in a global envi-
ronment that forms the unac-
counted-for base of an integrated
world economy. International co-op-
eration for sustainable development
is essential and its results will force
companies to change, maybe as
much as national laws and policies.

A crucial area of international debate
is international trade and its rules,
rules by which a great many Cana-
dian businesses survive or die.

A good example of the trade and
environment interaction is how a
1991 GATT decision incited the
wrath of environmentalists and
sparked a continuing debate by rul-
ing that a country could not discrimi-
nate against the tuna exports of a
trading partner, on the basis of dol-
phin-killing fishing methods, for the
purpose of protecting the environ-
ment beyond its own borders.

Other trade disputes are already un-
der way or are about to begin in fields
as diverse as beer, timber, agricul-
tural products, trade in waste, recy-
cling and electricity.

Green protectionism

As in the tuna example, the obvious
risk of unilateral trade sanctions is
that the environmental cause will be
kidnapped and twisted by protec-
tionist lobbies whose sole objective
is the protection of obsolete and
often highly polluting industries.

Moreover, the countries that find
themselves the targets of unilateral
action are often developing coun-
tries, such as India, Kenya and Bra-
zil, who are unlikely to accept to grow
poorer at the margin of the world
economy, victims of what they call
‘environmental colonialism", and
then be convinced to comply with
international environmental agree-
ments.

Only a few privileged countries, with
a large, rich market, can use the
weapon of countervailing duties and
boycotis to impose their particular
vision of environmental sustainability
on others, including on countries as
large as Canada.

Green protectionism could also un-
dermine the international trading
system and deprive countries of
growth and wealth they could use for
the benefit of the environment.

Trade liberalization

Trade liberalization generally pro-
motes better environmental man-
agement and sustainability because
first, it spreads environmental tech-
nologies faster; second, it creates
new opportunities for business, thus
creating a wealth that can be har-
nessed for the benefit of the environ-
ment; finally, a competitive market
coupled with sound environmental
policies and regulations, favours
more efficient, cleaner companies.

One example of the opportunities
from liberalized trade is the pro-
posed North American Free Trade
Agreement (NAFTA) that wouid cre-
ate opportunities for business, in
particular in the environmental field.

For example, Canadian firms would
have unprecedented access to giant
Mexican enterprises such as PEMEX
(petroleum) and CPE (electricity),
accounting between themselves for
$10 billion worth of Mexican govern-
ment purchases.

In the area of environmental engi-
neering the American market is esti-
mated to be worth at least $3 biliion
to $4 billion a year only in decontami-
nation of cleanup projects.

In the view of some, accelerated
economic development promoted
by free trade is exactly what threat-
ens the environment.

In fact, free trade and the economic
growth it brings are necessary for
creating wealth, which in turn is es-
sential to rectify past destruction of
the environment. Simply stated,
growth is essential for proper envi-
ronmental restoration and remedia-
tion. Growth is also necessary for
the development and acquisition of
more efficient and cleaner technolo-
gies and, most importantly, to meet
the minimum needs of an exploding
world population plagued by poverty
and marginalization.

Cont. on pg. 34
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COMMENTARY

Promoting Sustainability in a

Slow-Growth Economy

Barry Sadler

Environment and Economy. The conjunction indicates the sea-change in
thinking that has taken place during the past decade. Before, the emphasis was
on environment versus the economy. The discussions about "limits to growth"
focused on whether, rather than how, economic activity should continue.

N ow itis widely accepted thatthe
environment must be treated

as a productive asset by business
and industry; and innovative corpo-
rations are moving to impiement the
principles of sustainable develop-
ment. An expanding case-book of
Canadian and international exam-
ples show (rather than just say) that
environmental performance can be
cost-effective and confer competi-
tive advantage. Such actions, in-
cluding those reported here,
represent an encouraging startto the
transition to sustainability. It must be
noted, however, that many enter-
prises have not "signed on' to the
sustainability agenda, let alone
moved to the second phase of put-
ting ideas into action.

The agreements and agendas con-
cluded at the UN Earth Summit in Rio
last year call for an across-the-board
commitment to sustainable develop-
ment by the private sector. The Busi-
ness Council on Sustainable
Development coined the term "eco-
efficiency" to describe that link. It
emphasized the importance of doing
more with less in the production
process; e.g. reducing both energy
and raw material inputs and peliution
and waste outputs. A combination of
public concerns, consumer prefer-
ences, regulatory changes and cor-
porate environmentalism are
expected to drive these trends.

Specifically, the Rio conventions on
biodiversity and climate change
should act as far reaching catalysts

of change. The Montreal Protocol on
ozone depleting substances gener-
ated a new area of economic activity
in substitutes and services. If this is
any guide, the following sequence of
frends will occur:

obligations under the biodiversity
and climate change conventions are
expressed in policy and institutional
changes;

technological innovations are made
by the industry sectors affected to
meet new performance standards;
and

business opportunities are created, -

nationally and internationally, by
emerging product and service re-
quirements.

Ideally, these trends should be pro-
moted and reinforced as part of a
national sustainable development
strategy. Canada’s approach is be-
ing launched through The Projet de
Société, (see page 39), a collabora-
tive multi-stakeholder partnership
formed by government, business
and voluntary organisations. A key
activity involves elaborating and
demonstrating the economic poli-
cies and business initiatives that are
necessary for Canada to achieve
sustainable development. Some
hard realities must be taken into ac-
count in framing recommendations.

From now on, environment-economy
integration is likely to become more
difficult. Many of the "obvious" tech-
nological and managerial innova-

tions for increasing resource effi-
ciencies and reducing environ-
mental impacts/waste outputs are
being exploited already by market
leaders. The 'next-generation”
ecologies of scale appear {o be more
costly because the economic cli-
mate is taking its toll on forward-look-
ing investments.

Canada’s deficit and debt load con-
strain political ability to accelerate
the switch the from "business as
usual" to the "new economy” of sus-
tainable development. What makes
the current recession even more de-
pressing is the apparent reversion to
traditional approaches, including re-
liance on orthodox levers for "jump
starting" the economy. Sustainability
becomes, once again, a peripheral
concern, a luxury of affluence.

On the contrary, sustainability
should be seen as a key to prosperity
and competitiveness. It must be-
come an "organising focus" for pub-
lic and private sector investment,
including job creation, improve-
ments to infrastructure and related
initiatives. Moreover, the time for po-
sitioning Canada on a sustainable
course is precisely during a slow
growth period. This is when invest-
ment and innovation can realise a
"double dip" of economic and envi-
ronmental benefits.

Both theoretical and empirical
propositions can be advanced in
support of this argument.

Cont. on pg. 34
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Sadler cont. from pg. 33

A key principle for sustainability is
"non-liquidation” of natural capital,
i.e. resource stocks plus the ecologi-
cal processes that maintain their pro-
ductivity. Ecological economists
now consider natural and man-made
capital (i.e. factories, infrastructure,
etc.) as complements rather than
substitutes. The point here is that
aggregate depletions of natural
capital should not only be compen-
sated by some form of replacement
investment (with which other schools
of economic thought agree), but
these must be "in-kind" (e.g. so there
is no net loss of habitat within a river
or estuary system). Natural capital
replacement or enhancement is an
investment in productive assets and
an insurance against future ecologi-
cal risks and irreversibility.

A portfolio of conservation-based
activities can also generate eco-
nomic opportunities and employ-
ment benefits (though the multiplier
likely is less than a conventional pro-
gram of road building and public
works). The portfolio might encom-
pass, for example:

remediation of contaminated in-
dustrial sites, abandoned mines and
tailings;

ii reforestation and silviculture pro-

grammes for over-harvested wood-
lands; and

i) restoration and rehabilitation of wet-

land systems.

In addition, such programs can be
targeted at launching or improving
the capability and international com-
petitiveness of sectors of the Cana-
dian environmental industry (i.e.
encompassing knowledge-based
services and systems as well as
products and technologies).

A slow-growth economy offers a win-
dow of business opportunity for link-
ing together the sustainability and
prosperity and competitiveness
agendas. Investmentin a conserva-
tion-based portfolio of projects and
activities represents a practical,
value-added strategy, one that

opens the door to further market and
trade opportunities. This approach
remains to be worked out in detail.
But the key principles are en-
trepreneurial partnership between
government, business and voluntary
sectors, with regions of the country
being able to shape initiatives to their
particular environmental and eco-
nomic priorities.

Barry Sadler,a long-time consultant on sustain-
able development, is Project Director, Projet de
Société. (The opinions expressed in this article
are personal and do not necessarily reflect
those of the Projet or its members.)

SUSTAINABLE
DEVELOPMENT

"For the business enterprise,
sustainable development
means adopting business
| strategies and activities that
meet the needs of the
enterprise and its stakeholders .
today while protecting,
sustaining and enhancing
the human and natural
. resources that will be needed in
_ the future.”

.+ The international Institute for Sustain-

able Development, in its publication
't Business Strategy for Sustainable De-
velopment: Leadership and Account-
i ability in the 90's.

Barry cont. from pg.31

Canadian SMEs in all sectors of eco-
nomic activity. This delivery program
will be based on the national Environ-
mental Management System (EMS)
related guidelines that CSA is devel-
oping and adapting to the needs of
SMEs.

Jean-Denis Barry is Coordinator, FOCUS 2000
Division, the Canadian Chamber of Commerce.
The Canadian Chamber of Commerce repre-
sents 170,000 small, medium and large busi-
nesses from across Canada. With membership
by 500 local chapters, the Chamber is repre-
sented in most communities providing a local
focus for business.

Trade cont. from pg.32

Moreover, trade liberalization cre-
ates a more competitive economy
that can also promote environmental
values. Environmental protection
and business competitiveness often
go hand in hand. Environmentalists,
like those who wish to maximize pro-
ductivity, want industry to reduce
costs and inputs by using as few raw
materials as possible, as efficiently
as possible, particularly in the en-
ergy, agriculture and natural re-
sources sectors.

A growing minority of environmental-
ists are reconciling themselves with
trade liberalization on the condition
that changes be made to interna-
tional trading rules so that they may
help national governments protect
the environment more effectively.

They also rightly point out that, in
order for the discipline imposed by
international competition "to make
productivity synonymous with envi-
ronmental efficiency, there must be
a national regulatory and administra-
tive framework that promotes sus-
tainability, internalization of
environmental costs and integration
of environmental issues into decision
making. '

Trade is not the principal cause of
the ecological crisis, nor is it the only
solution.

We should not let the environmental
cause adopt the dangerous vehicle
of unilateral action and trade sanc-
tions of the more powerful countries.
If this occurs, it is the economic de-
velopment of the poorest countries,
the prosperity of richer countries and
global environmental integrity that
will be jeopardized by green trade
wars.

Pierre Marc Johnson, Director of Research,
Centre of Medicine, Ethics and Law, McGil
University, is Vice-Chair of the National Round
Table on the Environment and the Economy. He
chairs its Task Force on Trade and Sustainability.
André Beaulieu, also at the Centre for Medicine,
Ethics and Law, is a resource person to the
NRTEE's Task Force on Trade and Sustainability.
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Commentary by Doug Miller

Canadians Ahead Again

It’s not the average Canadian that needs to be convinced of the significant
rewards of aggressively pursuing sustainable economics. They already see
sustainability, as a necessary, practical and key to our economic prosperity.

Evidence of this intuitive leader-
ship by Canadians, ahead of
public opinion in cther countries and
well ahead of their own elected rep-
resentatives, has been uncovered in
progressive surveys by the Environ-
mental Monitor. These national sur-
veys of 1,500 Canadians, conducted
guarterly by Environics Research,
reveal nothing short of a new eco-
nomic paradigm in the minds of Ca-
nadians. Consider the evidence:

Even with over a million people un-
employed, Canadians refuse to be-
lieve that jobs suffer from
environmental protection.

An overwhelming majority of Canadi-
ans see environmental protection as
a driver, not an anchor, of economic
recovery and growth.

This "golden lining" or opportunistic
view of sustainability is reflected in
the virtually unanimous view that
"green’ exports could play an impor-
tant role in Canada’s overall exports
in the next 10 years.

The conventional wisdom (or at least,
the industrial view) that environ-
mental standards in Canada will
make us less competitive in the
world, is not accepted by a majority
of Canadians.

Canadians are ready to confront
talse economies, where real costs
are not reflected in the price for
goods and services. They know
these environmental costs must
eventually be paid and a majority
would prefer them paid up front
through higher consumer prices,
even in the midst of the recession.

¢ Canadians do not expect sustain-

ability to come easily, or without sig-
nificant personal sacrifice. A
majority expect it will mean major
changes in the way we live, including
consuming less. As long as sacri-
fices are equitably distributed, they
demonstrate a readiness to do their
part.

These and other findings make it
clear that Canadians are applying
what they have learned from their
environmental concerns to what they
are now learning about the new eco-
nomics. The result is a fundamen-
tally new concept of economics in
which Canadians see many opportu-
nities and few risks related to ag-
gressively pursuing sustainability.
They are now looking for the leader-
ship to move forward.

The fact that none of the major politi-
cal parties has picked up on this
opportunity in the current federal
election campaign is surprising.
While it is not an accountability issue
like health care and the deficit, sus-
tainability is an essential building
block of a credible strategy for en-

COMMENTARY

suring future prosperity. Without it,
party economic policies will not reso-
nate with the public’s emerging un-
derstanding of new economics.

More importantly, pursuing a sus-
tainable economy would rally and
unify Canadians at a time of great
stress in our national institutions. En-
viranmental protection has sur-
passed peacekeeping as what
Canadians most want to be known
for in the world. They are ready to
respond to effective leadership and
do their part. With so many bitter
pills for Canadians to swallow in
other areas, here is an unprece-
dented opportunity for feeling good
about accomplishing something re-
ally important together as a country.

With Canadian political strategists
adopting the Clinton campaign’s in-
ternal slogan, “It's the economy, stu-
pid," Canadians seem to be telling
them, "lt's the new economy, stupid”.

Doug Miller is President of Synergistics Con-
sulting Ltd. in Toronto and, together with Envi-
ronics Research Group Ltd., conducts the
Environmental Monitor survey of public atti-
tudes and behaviour.

MANAGING CHANGE

"It is clear that good environmental management is not simply a matter of
a government affairs department keeping abreast of legislation. It requires
a response from every part of a company’s operations and from all its
managers and employees. This cannot be achieved in the traditional reac-
tive manner, in which management interventions usually focus on fixing
symptoms rather than on underlying causes. There are now simply too many
forces and information signals from outside the company, and a reactive
corporation is unlikely to remain competitive for long.

The imperatives of sustainable development imply that a business organi-
zation that infends to survive and prosper in the decades ahead must
therefore become a ’learning organization’, built to adapt to rapid changes
and to generate creative solutions more effectively than its competitors."

Stephan Schmidheiny, Changing Course, (1992).
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' BUSINESS ORGANIZATIONS

Business Organizations
Leading the Way

Edwin Smith

usiness has an important role in

the future health of the planet. As
the business sector gradually comes
to terms with the environment, a
growing number of national and in-
ternational business leaders are rec-
ognizing that sustainable
development makes economic
sense.

This rising level of awareness is re-
flected in the emergence of business

associations that devote a significant

portion of their time to addressing
matters of sustainable development.

Created in 1990, the Business Coun-
cil for Sustainable Development
(BCSD) is an international associa-
tion based in Geneva that seeks to
address the environmental concerns
of international business. its mem-
bership is composed of chief execu-
tive officers from major corporations
around the world who act as cata-
lysts for the move toward sustainable
development.

The BCSD was asked fo deliver a
business perspective on sustainable
development to the United Nations
Conference on Environment and De-
velopment (UNCED) in 1992. Build-
ing on the success of its UNCED
report, Changing Course: A Global
Business Perspective on Develop-
ment and the Environment, the
BCSD began phase two of its work in
December 1992. This work involves
the development of environmental
policies for international business
while forging partnerships between
the public and private sectors.

Currently, the BCSD's task forces are
considering three policy issues: in-
ternalizing environmental costs to
promote eco-efficiency, providing
improved information for financial
markets, and accelerating sustain-
able development in Central and

Eastern Europe. In particular, the
BCSD is focusing on the ecoiogical
problems faced by developing re-
gions and countries and how solu-
tions might be found through
eco-efficiency and technology coop-
eration.

In Canada, the Business Council on
National Issues (BCNI), created in
1978, acts as the voice of Canadian
business on issues of national public
policy. The BCNI was founded on the
principle that "Canadian business
leaders have a responsibility to soci-

ety as a whole not merely their tradi-
tional constituents." Composed of
chief executive officers from 150
leading Canadian businesses, the
Council carries out work in four ar-
eas: the national economy and com-
petitiveness; foreign affairs and the
global economy; the environment
and sustainable development; and
political governance.

The Business Council set up a task
force on sustainable development in
1989, with the goal of providing stra-
tegic business leadership on the na-

pé 1 of, he Pans Declaranon
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tional and international agenda for
sustainable development.

The International Institute for Sus-
tainable Development (liSD), in Win-
nipeg, Manitoba, promotes
sustainable development in deci-
sion-making at all levels of govern-
ment, business and society. The
[ISD’'s work includes a program on
business and government.

Recognizing the need for new envi-
ronmental products, technologies
and services, the IISD recently
launched its Earth Enterprise pro-
ject. This project wil! establish prac-
tical mechanisms for entrepreneurs,
innovators and investors to create
wealth by meeting sustainable de-
velopment needs.

The International Chamber of Com-
merce has also been active in pro-
moting sustainable development for

Also, the tasklkforce isexamining the
merits -of srecommending. that the
riew Multilateral Trading Organiza-

tion (MTO) have a trade and envi- -
ronmentalcouncil. Finally, the WICE ‘

task force agreed with many green
groups and consumer based

groups thatthe GATT dispute settle-- "
ment. mechanism (DSM) process:

needed cchange. WICE believes the
system should be made more open

and transparent. It has therefore put .
a proposal forward which would en- .-
able the GATT to achieve this with-

out destabnl;smg the: dtspute

settlement mechamsm that has -
worked well for 45 years. W!CE will
invite mtemanonal trade. Iawyersf -
from around the world and other in-
terested parttes to attend a confer-
ence in Pans in February: 1994 1o

discuss this proposa!

The Task Foroe on Life Cyc e Analy—'
'sis and Corporate Environmental

Reportmg was established in Febru-

ary, 1993 but | is not due to report on
‘the progress. of its work unm the'

'sprmg of 1994

WICE members pian to formulatef
policy from a business pointof view
on a w;de vanety of sustamabfe de~ :

business. In 1992 it established a
Business Charter for Sustainable De-
velopment (see page 20), and pub-
lished From Ideas to Action:
Business and Sustainable Develop-
ment, in an effort to encourage busi-
ness to take concrete action in
moving toward sustainable develop-
ment. Earlier this year the ICC cre-
ated the World Industry Council on
the Environment (WICE) located in
Paris, France. WICE has been instru-
mental in introducing the concept of
sustainable development to interna-
tional business as it relates to their
own activities and to international
trading arrangements. Dan Dono-
van, Manager of Environmental Pol-
icy for WICE, details the emergence
and work of this organization in the
following article.

Edwin Smith is a Communications Officer at the
NRTEE.

-~ velopmentissues and present those
- policies to governments and agen-
_cies which have an interest in their
, perspectave 'WICE also will put
some considerable effort into
changmg the image people have
- when it comes to business and the
.environment.. In'a poll released in
~Edrope in January +1993, respon-

dents said that when it -came fo

i ‘questions of the environment, 65%
‘tended to beheve what ‘environ-
“mental groups said: 35% believed
,,mformatlon from governments and

only 3% believed what industry has
to say on these cnncai nssues

‘WlCE members reahze muoh work
‘has to be done.to improve their re-

cord on these issues and that only

'substarmve change will make this
~ ocour. At the same time WICE mem-
" bers would like o inform the com-

munity at Iarge about the substantial

- progress the business community is
- maki ng and has'made. in'the past
fewyears, at achieving some of:the
- goals first set out in the Brundtiand
~ Report, Our Common Future.

-Dan Donovan isthe Manager of Environmental

Pohcy for:the World Industry Council for the

Envrronment n Pans France

BUSINESS ORGANIZATIONS

Banking on the
Environment

Canada Trust's slogan is 'think-
ing like the customer’. They re-
ally mean this having just
implemented two new programs
that focus on the environment, a
concern of many of their custom-
ers. For the first program, Envi-
roLoan, Canada Trust is working
with the Ontario Green Initiatives
Program in seven communities
across Ontario. The program al-
tows customers to get loans of up
to $7,500 at the prime rate for
changes in their home or work-
place that reduce energy consum-
ption. There is even a special
payment matching scheme that ai-
lows customers to make their loan
payments with savings on monthly
utility bills.

Canada Trust has also set up a
charitable, not-for-profit organiza-
tion called Friends of the Environ-
ment Foundation (FEF) whose
purpose is to promote environ-
mental initiatives in Canadian com-
munities. FEF will match customer
donations to 'green accounts’ up to
a maximum of $2 million per year.
Customers are given the option of
donating a lump sum or having
monthly donations deducted from
their account. They will also do-
nate an additional $5 every time an
account is greened. The money is
then used to fund local projects that
are screened by Ilocal advisory
boards. Eligible projects include:
planting trees or flora; cleaning
streams and parks; natural pesti-
cide research, and sponsoring en-
vironmental education programs.

Ralph Marranca, Manager of Cor-
porate Communications, says:
‘Canada Trust wanted to add value
and contribute to the environment
in a meaningful way. We knew cus-
tomers and staff were concerned
and wanted to do something at the
local level. The foundation fits well
with local branches and give peo-
ple a way to help."

Canada Trust has established 115
Friends of the Environment Foun-
dation Chapters across Canada.
The foundation has raised more
than $2.8 million, which all goes
toward the projects. Canada Trust
assumes the costs of managing
and administrating the program.
C
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NRTEE UPDATE

NRTEE WORK IN PROGRESS

Economic Instruments

The final report of the Economic In-
struments Collaborative will be
printed early this fall. The report
makes specific recommendations
regarding the application of eco-
nomic instruments to CO2, SO2, NOx
and VOCs. Copies of the report will
be available on request from the
NRTEE. Discussion is underway re-
garding a workshop to promote the
report’s conclusions and recommen-
dations, especially among key gov-
ernment departments and agencies.

Consensus Decision-
Making

The NRTEE and provincial round ta-
bles have produced a guidebook on
consensus decision-making. Build-
ing Consensus for a Sustainable Fu-
ture: Guiding Principles will be
available shortly. Next, the Task
Force on Consensus Decision-Mak-
ing will address training and imple-
mentation of the principles. A Task
Force meeting is being held in
Toronto on October 20, to coincide
with the Society of Professionals in
Dispute Resolution (SPIDR) annual
conference.

GATT, Biodiversity and

Rural Renewal

The Task Force has circulated a dis-
cussion paper titled Canada’s Agri-
cultural and Trade Policies:
Implications for Rural Renewal and
Biodiversity to over 500 organiza-
tions, government agencies, and
groups with an interest or stake in
rural renewal. The Task Force is con-
vening workshops in Saskatoon in
November, and in Halifax in Decem-
ber, to discuss feedback from the
discussion paper.

Forest Round Table

Following its successful forestry prin-
ciples, the Forest Round Table is
drafting a consensus document on
harvesting methods in Canada. A fi-
nal meeting of the Forest Round Ta-
ble is being held in Ottawa, October

14-15 to discuss the lessons learned
from this round table process.

Pulp & Paper Round Table
The Pulp and Paper Round Table
met for the third time in Vancouver at
the end of August. Work is continuing
toward a set of principles covering
the sustainable production of paper
and paper products. The next meet-
ing has been scheduled for Novem-
ber 15-17 in Thunder Bay.

Sustainability Reporting
The Task Force is currently redraft-
ing the Report titled "Towards Re-
porting Progress on Sustainable
Development in Canada" which is
scheduled to be discussed by the
NRTEE Plenary, October 18-19 in
Hull, Quebec.

The Task Force has organized a col-
loquium on Sustainable Develop-
ment Reporting with the Westminster
Institute, to be held November 25-26
at the University of Western Ontario.
The Colloguium’s purpose is to bring
together leading thinkers on sus-
tainable development to identify, ex-
plore and promote shared
understanding of key conceptual is-
sues in reporting on sustainable de-
velopment.

Trade and Sustainability

For the last eight months, the Task
Force on Trade and Sustainability
has been involved in the negotiations
of the environmental side agreement
to the North American Free Trade
Agreement. The completed side
agreement closely resembles the
Task Force's advice to the Prime
Minister, tabled on May 19. The Task
Force is currently exploring how its
work and advice might encourage
the consideration of the environment
in two economic and trading institu-
tions: the Asian Pacific Economic
Cooperation forum (APEC) and the
Multilateral Trade Organization
(MTO) proposed in the latest draft of
the GATT’s Uruguay Round text.

The Task Force is also preparing a
final report from its July 9 workshop
on Sustainability and Trade which
was undertaken in partnership with
the Mining Asscciation of Canada,
the Sierra Club and the Rawson
Academy.

Education

The first meeting of the interim advi-
sory group of the Fostering Respon-
sible Citizenship Program was held
in Toronto, September 23. Planning
has begun for a fall media workshop
in partnership with Ontario Hydro
and the Ontario Round Table. Ar-
rangements are being made for a
workshop in the spring of 1994 to
involve Post-secondary Sustainable
Development Educators, building on
the success of the Sustainable De-
velopment Institutes Workshop.

PROJET DE SOCIETE -
Planning for a Sustainable

Future

The Projet is a multi-stakeholder, col-
laborative partnership of over 50
sectors of Canadian society. ltis the
principal process by which Canada
is preparing a national sustainable
development strategy (NSDS) to fol-
low up on the commitments made at
the UN Earth Summit at Rio. The
NRTEE, one of five sponsoring insti-
tutions of the Projet de Société, pro-
vides the secretariat, the chair of the
National Assembly, and the chair of
the Working Group of the Projet.

Following the second National
Stakeholders’ Assembly in June, the
work priorities of the Projet are: i) to
complete its assessment of Cana-
dian follow-up to Rio; ii) to elaborate
the framework and process for sus-
tainability planning and action; and
iii) to undertake a number of demon-
stration projects that exemplify ways
and means of implementation.

A report on these activities will be
presented as a national sustainable
development strategy, together with
recommendations on the future of
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the Projet de Société, to the third
National Stakeholders’ Assembly,
provisionally scheduled for Decem-
ber 16 - 17, in Ottawa.

Sustainable Communities
There are now several hundred local
round tables on the environment and
the economy, or similar regionally-
based initiatives to promote healthy,
sustainable communities. The
NRTEE is working, in partnership
with its B.C. and Ontario counter-
parts, to develop a consolidated and
updated manual for starting up a
round table at the local level, which
will include descriptions of existing
successful local initiatives.

Publications

A Manager’s Handbook and Toward
Sustainable Communities, both cur-
rently out of stock due to high de-
mand, will be reprinted this fall.
Sustainable Development: Getting
There From Here (A Guide for Unions
and Labour) is now available in Eng-
lish and French.

A full list of NRTEE publications is on
page 41.

NRTEE UPDATE

internship Program Provides Opportunity

For many university and college students across Canada, the thought of
looking for a summer job fills them with apprehension. Despite high
qualifications, good jobs are often hard to come by — unless you win a
summer internship at the National Round Table.

This year the NRTEE set up the Roy Aitken Sustainable Development
Internship, in conjunction with INCO, to provide students with valuable
work experience before their last year of university or college. The first
summer was a great success.

The internship program allowed two students to work for the NRTEE for the
summer: Jocelyn Amyotte of Cambrian College and Sarah Murdoch of the
University of Ottawa. Amyotte, a student in the chemical technologist
program, spent her summer helping Sudbury businesses reduce their
waste. Murdoch, a native of Vancouver, spent her summer researching
issues on trade and sustainability at the National Round Table Secretariat
in Ottawa.

The program honours Roy Aitken, former executive vice-president of INCQO,
who passed away last year. Aitken, a strong advocate for sustainable
development, was also one of the NRTEE’s founding members. Aitken was
one of the maost effective advocates for the view that the environment and
the economy must be combined in planning by decision makers. He was
also of the view that young people must be equipped with the necessary
skills to make the hard decisions that will be required in the future.

Murdoch says that the chance to work at the NRTEE was not only a rare
opportunity but is also very relevant to her studies in political science.
"Because the internship is specifically for students entering their final year,
it gives them concrete work experience that provides an edge in the
competitive job market," she says.

As the environment assumes increasing importance in
today’s society, many businesses want to jump on the

@ UCCESS STORY: Picture Perfect

we have decreased our water intake at the same time."
Black’s is making an investment in a sustainable future

bandwagon. Few, however, are willing to do so at great
cost when the investment returns may take years to mate-
rialize. This is not the case with Black Photo Corporation.
In 1991 Black’s intrcduced a closed-loop recycling system
for its process water, decreasing its annual water use by
97%. This alone would be cause for celebration but
Black’s has gone even further by virtually eliminating the
discharge of photo finishing chemicals into sewers.

Black’s new operation, called System Crystal, did not
come cheaply. Three years in development and $1 miilion
later, System Crystal regenerates and reuses more that
90% of photo processing chemicals. Black’s doesn't ex-
pect to recoup its investment any time in the near future.
Despite this, they are not passing the extra costs on to the
customer -- the standard business practice. Alan Henkel-
man, Director of Photo Finishing Operations says: "We are
extremely pleased with the results. So far, of the 170
minilabs in Canada, 140 are using System Crystal. We've
not only reduced the chemicals that go down the drain but

because they feel it is the right thing to do.

Many wouid argue that a national corporation like Black’s
can easily afford such a commitment to the environment
while smaller operations are just trying 1o get by. Yet small
businesses are also making a difference. Lynx Photo Inc.,
of Montreal, is one of those small businesses. Despite a
small budget, Lynx has reduced its sewage discharge by
300 litres a month, and has become the first photo proc-
essing outlet in Quebec to adopt a chemical recycling
system. According to Office Manager Kim McDougall,
Lynx became environmentally friendly because of a belief
that it everyone, including the store’s customers would
soon share the same view. "We decided it would be a
good marketing strategy if we got into it first. Plus we
realized that just because Quebec doesn’t have the laws
now doesn’t mean it won't have them in the future. We see
environmental management as something we have to do.”

C.D.
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SUSTAINABLE DEVELOPMENT:
A MANAGER'S HANDBOOK

BUSINESS AND SUSTAINABLE

FROM IDEAS TO ACTION:

DEVELOPMENT

CHANGING COURSE:
A GLOBAL BUSINESS
PERSPECTIVE ON

DEVELOPMENT AND THE

THE OPPORTUNITIES FOR

ENVIRONMENT

COSTING THE EARTH:
THE CHALLENGE FOR
GOVERNMENTS,

BUSINESS

FURTHER READING

By David W. Conklin, Richard C. Hodgson, and Eileen D. Watson
Ottawa: National Round Table on the Environment and the Economy, 1991

A Manager’s Handbook focuses on the role of business managers in devising and
implementing sustainable development strategies for their respective companies or
organizations. Three fundamental questions are directed at the reader/manager:
Why shouid you be concerned about sustainable development? How well are you
doing? and How can you do better? In particular, this book includes a "do-it-yourself”
environmental audit, numerous environmental success stories, and an overview of
environmental regulations including Canada’s Green Plan. A Manager’s Handbook
was originally released in 1991 as part of the National Round Table’'s Sustainable
Development Book Series. Due to demand for the book, it is currently out of stock.
However, a reprint is expected shortly.

By Jan-Olag Willums and Ulrish Goltke
Oslo: International Bureau of the ICC, May 1992

Rather than providing a visionary sustainable development strategy for business,
From Ideas to Action chooses 1o instruct by example. This book written for the
International Chamber of Commerce (ICC) features numerous environmental profiles
of corporations who have undertaken environmental initiatives and programs. in-
cluded among the corporate profiles are Xerox, Noranda, AT&T, Kodak and many
more. In addition, Jan-Olag Wiliums and Ulrish Goltike highlight the ICC’s Business
Charter for Sustainable Development, the Rio Declaration on Environment and
Development and Agenda 21.

By Stephan Schmidheiny with the Business Councit for Sustainable Development,
Boston: The MIT Press, 1992.

As the introduction to Changing Course points out, this is a book of steps, the steps
on the pathway to a sustainable development strategy for business. This book, written
by the Business Council for Sustainable Development under the pen of Stephan
Schmidheiny, bridges the gap between the objectives of business and the vision of
a sustainable future. Several key issues in this business-environment relationship are
addressed, including pricing instruments and markets, energy use, financial mar-
kets, and trading arrangements. Changing Course also contains 38 case studies of
companies that have successfully met the sustainable development challenge
across a range of issues. According to Schmidheiny the presence of three factors,
more than any others, will determine the success of a transition to a sustainable future
for industry: innovation, cooperation (exhange of ideas) and leadership. This book
provides business leaders with the vision and tools to meet their new responsibilities.

By Frances Cairncross
Boston: Harvard Business School Press, 1992.

Frances Cairncross, environmental editor of the Economist, shows how clear-sighted
economic policies can be used to help the environment, and how resourceful
companies can turn the public’s concern for a cleaner environment to their corporate
advantage. Successful environmental policies, according to Cairncross, will be those
that encourage the inventive power of industry. Costing the Earth also sets out a
role for government in helping industry harness the power of the market and reduce
environmental harm. Only government can create the incentives businesses need to
be both green and economically viable. Working together industry and government
can form a formidable alliance.
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Sustainable Development Book Series
Sustainable Development: A Manager's Handbook™
[L] The National Waste Reduction Handbook

Decision Making Practices for Sustainable
Development

Preserving Our World®
On the Road to Brazi®
Toward Sustainable Communities™

[ Green Guide - A User's Guide to Sustainable
Development for Canadian Colieges -

[ sustainable Development: Getting There from Here
(A Guidebook for Unions and Labour)

[ Covering the Environment: A Handbook for
Environmental Journalism

Other NRTEE Publications & Products

L] Focus 2000: A Small Business Guide to Environmental
Management

[} Waste Management for the Construction Industry
[ NRTEE Multi-Media Diskette (MacIntosh Compatible)

[ Interactive Computer Game/Quiz on Energy (Macintosh
Compatible)

] NRTEE Poster: Objectives for Sustainable Development
U] 1CC Business Charter Poster

You Can't Give |t Away: Tax Aspects of Ecologically
Sensitive Lands

(] Model Round Tabe for Youth Kit
(L] Sustainable Development and the Municigality

[] Sustainable Development: Building Partnerships with
Business

1 Courage Music Video and Cassstte: Sustainable
Development and Youth

The North American Free Trade Agreement and the
North American Commission on the Environment

1 Shaping Consensus: The North American Commission
on the Environment and NAFTA

U] Forest Round Table Progress Report and Video

L] Building Consensus for a Sustainable Future: Guiding
Principles

All NRTEE publications are available in English and French.
The Working Papers are reproduced in the author’s original
language, uniess otherwise marked.

NRTEE Review _ :
[} summer 91 ; 5
] Fall 91 &x
J Winter '91 - UNCED®

[J Annual Review '91

[ Spring 92 - Round Tables in Canada
[ Annual Review '92

(1 Fall '92 - Biodiversity

L] Spring '93 - ENGOs

L] Annual Review '93

[ Fall '93 - Sustainability and Prosperity

PUBLICATIONS

NRT Working Paper Series

[ 1 Prosperity and Sustainable Development for
Canada Advice to the Prime Minister®

[l 2 The Financial Services Industry and Sustainable
Development: Managing Change, Information and Risk

[l 3 Lender Liability for Contaminated Sites: Issues for
Lenders and Investors

[l 4 Market Correction: Economic Incentives for
Sustainable Development

[l 5 Environmental Regulations and the Canadian Pulp

: and Paper Industry: An Examination of the

Porter Strategy

[l 6 Environmentally Perverse Government Incentives

[] 7 Environmental Impact Assessment and
Competitiveness

[ 8 Emerging Trends and Issues in Canada’s
Environmental Industry

[ 9 AReport on Jobs, Training and Sustainable

Development
[] 10 Trade, Competitiveness and the Environment

(] 11 Sustainability and Prosperity: The Role of
Infrastructure

[] 12 Measuring Sustainable Development: Energy
Production and Use in Canada

(] 13 Exploring Incentives: An Introduction to Incentives

and Economic Instruments for Sustainable

Development™

Canadian Round Tables on the Environment and

the Economy: Their History, Form and Function®®

Reporting on Sustainable Development in Support

of National Decision-Makers

Reporting on Sustainable Development:

The Municipal and Household Level

Corporate Sustainable Development Reporting in

Canada

] 18 Apercu national sur la planification stratégique du
développement durable dans les
provinces et les territoires du Canada

Canada’s Agricultural and Trade Policies: .
Implications for Rural Renewal and Biodiversity™
Sustainable Subsidies: Assessing the Law of Untair
Trade and North American Disputes

(available October '93)

[ 14
] 15
) 16
17

119
L] 20

* Aussi disponible en frangais
Also available in Spanish

* Currently out of stock

For copies of publications, please check off boxes and send this
form to the National Round Table, 1 Nicholas Street, Suite 1500,
< ‘Ottawa, Ontario K1IN 7B7, or fax us at (613) 992-7385.

] Please check if you would fike to be placed on our mailing list
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NRTEE MEMBERS

George Connell
Chair, National Round Table on the
Environment and the Economy

R.C. (Reg) Basken
Executive Vice-President,

Yo VNN SR TSR . S N Darmar
Lomimunications, cnergy ana raper

Workers Union of Canada
The Honourable Jean Charest

Minister of Industry, Science and
Technology and Minister for
International Trade, Government of
Canada

. ~ S

The Honourabie J. Gien Cummings
Minister of Environment,

Government of Manitoba

Pat Delbridge

President,

Pat Delbridge Associates Inc.
Josefina Gonzalez

Research Scientist,

Forintek Canada Corp.

Diane Griffin

Executive Director,
Island Nature Trust

Tony Hodge

School of Planning,
McGill University
Susan Holtz

Senior Researcher,
Ecology Action Centre
John E. Houghton
Chairman,

QUNO Corporation
Pierre Marc Johnson

Directeur du recherche,
Centre de médecine, d'éthique et de
droit de 'Université McGill

Geraldine A. Kenney-Wallace
President and Vice-Chancellor,
McMaster University

Lester Lafond

President, Lafond Enterprises Ltd.

The Honourable Gilles Loiselle
Minister of Finance,

Government of Canada

Jack M. MacLeod

Corporate Director,

Shell Canada Ltd.

David Morton

Chair and Chief Executive Officer,
Alcan Aluminium

Bob Page

Facufty of Environmental Design,
University of Calgary

Leone Pippard

President and Executive Director,
Canadian Ecology Advocates

The Honourable Barbara Sparrow
Minister of Energy, Mines and
Resources, Government of Canada
His Honour Judge Barry D. Stuart
Judge of the Territorial Court of Yukon

The Honourable Pierre Vincent
Minister of the Environment,
Government of Canada

The Honourable Bernhard Wiens

Minister of the Environment for
Saskatchewan and Chair, Canadian
Councif of Ministers on the Environment

The National Round Table on the Environment and the Economy promotes the
principles and practices of sustainable development in all sectors of Canadian
society and in all regions of Canada.

Reporting directly to the Prime Minister, the National Round Table is an
independent forum composed of influential individuals from government,
business, science, environmental groups, academia, labour unions, and na-

tive peoples.
Aussi disponible en frangais.

For more information, contact:

The National Round Table on the Environment and the Economy

1 Nicholas St., Suite 1500

Ottawa, Ontario, Canada K1N 7B7

Tel: (613) 992-7189 Fax: (613) 992-7385
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