Overview of CCl position — State Sustainability
Strategy.

The term “sustainable development” is preferred by CCI to “sustainability”. Compared to
“sustainability”, the ideas represented by the term “sustainable development”:
e are more clearly defined,
e are more capable of implementation,
e are more widely accepted by and acceptable to the state, national and international
communities, and
e represent a more desirable and beneficial set of objectives.

CClI's preferred definition of sustainable development is that of the World Business Council for
Sustainable Development (WBCSD):

“forms of progress that meet the needs of the present without compromising the ability of
future generations to meet their need”

Sustainable development policies should aim to maximise the capacity of the current generation
to meet its own needs and goals not attempt to direct activity towards what are judged to be
“genuine” needs.

Achieving social, economic and environmental progress requires that diversity, innovation and
experimentation must flourish. This means that the role of government in achieving sustainable
development should be to enable, facilitate and support, rather than to direct or prohibit.

CCI supports the idea that “improvement” is an essential part of sustainability /sustainable
development, however, we disagree with the paper's insistence that improvement be
“simultaneous”.

CCI has two key objections. Firstly, the benefits of a particular initiative often eventuate only over
time, not immediately or in tandem. Secondly, there are many activities whose value in one of the
three spheres — economic, environmental or social — will generally outweigh its costs in others.
Residential aged care, for example, is heavily supported by government subsidies and may never
meet strict criteria of ‘sustainability’ in economic or environmental terms, but its social benefits
outweigh its environmental and economic costs.

It is unrealistic for all proposals or activities, as suggested in the Draft Paper, to pass all three
tests in order to be deemed sustainable. The balance of all activities should result in improvement
across all three areas, not necessarily that every initiative should demonstrably generate
improvement in all three areas.

Not all social, environmental and economic objectives should be given equal weight in every
government decision, nor should each initiative be demonstrated to show positive results against
all substantive objectives. The context and purpose of activity will determine the relevance of
different objectives, and also the weight and attention given to the costs and benefits they are
expected to generate.

For the Draft Report's proposed definition of sustainability to be workable requires fairly complete,
transparent and generally agreed understanding of what constitutes an economic, social or
environmental ‘improvement”. Judging what is an improvement can be i npreci se and
subj ective, especially as information is often inperfect,
peopl e's values and worldviews differ. Evaluating social and
cultural “inprovenent” is particularly difficult even where
the consequences of a policy or proposals are well understood.
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The Draft Paper systematically downplays the role of business
and its contribution to the theory and practice of sustainable
devel opnent. It does not recognise the extensive work already
in place, it proposes many wholly new initiatives, rather than
seeking to build wupon and expand businesses’ exi sting
initiatives, and learn from their successes and failures. It
fails to recognise that the initiatives businesses have taken

are largely in response to changes in the business
environnment. |In consequence, the Draft Paper places too little
enphasis on neasures which wll reinforce and encourage

business initiatives to explore practical and innovative
approaches to sustainable developnent, and too nuch on
governnent's role.

The Draft Paper's tendency to downpl ay busi nesses' concerns,
initiatives and achievenents is particularly evident in its
representation of the WBCSD s *“ Sustainability Through The
Mar ket: Seven Keys To Success”. The box in which the WBCSD s
‘7 keys’ are shown does not reproduce the original or its
summary verbatimfromthe source — the | anguage and
descriptions have been altered. In sone cases this has the
effect of changing the enphasis, or even neani ng, of the
original, and omtting some of the points clearly intended to
be gi ven consi derabl e enphasis in the original docunment. This
has the effect of presenting the role of business and the

mar ket as nore passive, |less significant, and | ess
constructive than the WBCSD s original. Mst nmentions of the
concerns of mainstream busi ness econom cs — the inportance of
conpetitive markets and consuner choice, free trade, |ega
protections of property rights etc - have been toned down or
taken out.

It is vital that sustainability assessments for any plan,
policy, programor project is not overly onerous,

unpredi ctabl e, tine consum ng or antidevel opnment. There w ||
be substantial negative social and environnental as well as
econom c effects if projects are unnecessarily del ayed or
costs increased because of sustainability assessnent. CCl is
especi ally concerned about the burden that could be placed on
smal | er businesses and others that do not have the resources
or capacity to enter into a conplex and opaque sustainability
assessnent process. CCl supports a sustainabl e devel opnent
process that recognises:

e the essential role of the market in nmeeting the various
and changi ng needs of the conmunity

e a bal anced governance framework that includes property
rights, equitable trade terns, respect for conparative
advant age, ordered conpetition between busi nesses, and
predictability of governnent interventions. (taken in
part from The Busi ness Case for Sustainabl e Devel opnent,
2002)

e the value of the contribution of business to the process
and the ability of business to set their own agenda

e equity in the contribution of all stakeholders to the
process



while consultation is an essential part of the
sust ai nabl e devel opnent, it is not the panacea for
success of the process

governnent continues to have an essential role in
deci sion making for the good of the whole conmunity
econom ¢ devel opnent is an essential conponent of
mai ntai ni ng and i nprovi ng soci al and environnent al
conditions, both regionally and internationally.
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Introduction and Summary

Introduction

The Chamber of Commerce and Industry of
Western Australia (CCI) is pleased to be
able to participate in the development of
the State Sustainability Strategy.

CCI is the premier business organisation in
Western Australia.

It is the second largest organisation of its
kind in the country with a membearship of
more than 5,000 companies in all areas of
industry including manufacturing, mining,
primary industry, transpaort,
communications, retailing, building and
construction, community services and
finance.

Some 100 business associations are
affiliated with CCI, expanding the
organisation's representative coverage to
maore than 10,000 enterprises.

This submission is CCI's response to the
Draft Report "Focus on the Future: The
Western Australian State Sustainability
Strategy, Consultation Draft’ release by the
Wa Government in Septermber 2002,

CCI supports the Premier's statement in
the Strategy foreword that the transition

" referred to hereafter as the “Draft Paper”
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towards sustainable development will be a
journey. The journey should be
characterised by frequent discussions
about the best approach, with time to
consolidate knowledge and further adapt
the approach, with recognition that the
speed of implementation will vary from
time to time with the nature of the issues
being addressed.

This submission is in two main parts. The
first discusses the concepts of ‘sustainable
development’ and ‘sustainability’, outlining
CCI's preferred definition (which is broadly
consistent with that of the World Business
Council for Sustainable Development), and
our concerns with some of the concepts
and definitions of ‘sustainability’ currently
being debated, including some of those in
the Draft Report.

The second looks at the likely effects of
‘sustainability’ and ‘sustainable
development’ in a business context. We
have not delved into the specific proposed
action statements. CCI has wide ranging
issues with the detail of the action
statements however, these are best
addressed more specifically when the
overall policy settings have been
determined and in close consultation with
relevant stakeholders. We would welcome
the opportunity to discuss further any of
the points made in this submission.

Executive Summary

Key Concepts and Definitions

CCI believes that, in the context of the
current debate and terminology,
"sustainable development” is to be
preferred to "sustainability” as the phrase
describing the core objective of
government, business and society at large.
Compared to "sustainability”, the ideas
represented by the term "sustainable
development”:

+ are more clearly defined,

s« are more capable of implementation,

s« are more widely accepted by and
acceptable to the state, national and
international communities, and

« represent a more desirable and
beneficial set of objectives.

CCI accepts the definition of sustainable
development proposed by the World
Business Council for Sustainable
Development (WBCSD) as:

“forms of progress that meet the
needs of the present without
compromising the ability of future
generations to meet their need”

CCI's View of Sustainable
Development

Rather than demanding trade-offs or
compromises, CCI sees the objectives of
economic, social and environmental
progress as largely complimentary,
especially in aggregate and over the
medium to longer term.

Social, economic and environmental well-

CCI Response ta State Sustainability Strateqgy - Consultation Draft
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being depend on each other and are
mutually reinforcing.

Meeting The Needs Of The Present
The Draft Paper changed its definition of
sustainability to meeting the "needs’ of the
present, from the word ‘goals’ originally
proposed in the consultation paper for the
State Sustainability Strategy, because
submissions to the Sustainability Office
argued that the definition of sustainability
must include the notion of "genuine need”.

CCI disagrees with this approach. Our
preferred key gauge of progress in social,
cultural and economic activities is in
matching the aspirations of the WA
community - giving people what they want,
rather than what we think they should
have.

People are mostly better judges of their
own goals and needs than of the goals and
needs of others.

In economic terms, the way in which
people’s goals and needs are most
effectively expressed and most efficiently
met is through competitive and efficient
markets - although there are some
exceptions.

CCI endorses the views of the World
Business Council for Sustainable
Development:

"Consumer chofce in & transparent
and competitive market economy
can improve everyone’s guality of
life. Market choices allow us the
freedom to decide how best to use
our own resources to enhance our
quality of life. Providing chaice is
therefore a key part of promating
sustainable developrment.”

Meeting the neads of the present means
that sustainable development policies
should aim to maximise the capacity of the
current generation to maet its own neads
and goals — not a top-down, centralised
attempt to direct activity towards what are
judged to be "genuine”™ needs.

Future Generations

All definitions of sustainable development
include the need to safeguard the interests
of future generation.

CCI prefers the WBCSD definition of
sustainable development as "...meet the
needs of the present without compromising

the ability of future generations to meet
their need” to the Draft Paper’s definition
as "...meeting the needs of the current and
future generations.."”

We do not and cannot know with any
certainty what the needs of future
generations are or will be.

Owver the past few centuries, innovation
and human creativity have been the most
impartant ways in which people have found
new ways to better meet their changing
needs and goals. In the process, they have
effected profound and unpredictable
changes in their economies, societies,
environments and cultures,

If this is the pattern for future generations
- and there is every reasen to hope that it
will be - then many of the ‘needs’ of the
future will be things we cannot anticipate
or even comprehend, any more than even
our recent ancestors could have imagined
the needs and goals of the current
generation.

This does not mean that we cannot or
should not look to safeguard the interests
of future generations. But it means that we
will fail to safeguard them if we try to
cregte or preserve for them detailed
inventories of natural, social, human and
built capital.

Rather, the bequest we should aim to leave
to future generations is to provide them
with the best possible chances ta deal with
their own threats and challenges, and to
identify and satisfy their own needs and
goals, in ways we almost certainly will not
be able to anticipate.

The creative engine of social, cultural and
gconamic improvement lies primarily with
individuals and the voluntary associations
they form and interest they pursue - in
businesses, academia, the arts, community
services and activities, interest groups, etc.

Achieving social, economic and
environmental progress - or sustainable
development - requires that diversity,
innovation and experimentation must
flourish.

Role of Government

This in turn means that the role of
government in achieving sustainable
development is mainly to enable, facilitate
and support rather than to direct or

2 CCI Response to State Sustainability Strategy - Consultation Draft



prohibit.

The key functions of government include:

» Ensuring the provision of public goods
which the private and non-profit
sectors would not deliver unprompted,
ar would not deliver efficiently.

« Providing the key legal protections and
framewaork in which the market
economy can perform efficiently
(identified by the WBCSD as palicies to
promote competition, effective
intellectual and physical property
rights, reliable contractual terms, fair
and transparent accounting standards,
accountability for government
intervention, freedom and democracy,
and full-cost pricing of goods and
services)

« Acting as regulators or service
providers in markets which are unlikely
to function efficiently left to their own
devices, such as natural monopolies.

+ Designing regulations effectively to
minimise costs and maximise benefits
- including a focus on outcomes, not
processes.

« Correcting for negative 'externalities’,
such as the environmental costs that
some economic or social activities
incur.

«  Supporting and in some cases
providing goods, services and activities
which hawve positive "externalities’ or
spill-overs - such as education and
training, research and development,
and public health.

« Co-ordinating and facilitating projects.

« Safeguarding standards of living
through income redistribution and
social outlays.

A version of the precautionary principle is
warranted in the case of government
actions, especially those aimed at
wholesale changes. Instances of
government failure may be at least as
widespread and potentially far more
darmaging than instances of market failure,
in part because governments’ financial and
material resources, and their power to
enact legislation, give them the capacity to
effect more widespread and profound
changes in the economy, society and
environment than private individuals or
organisations.

Many of the major environmental problems

A
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faced in Australia today are primarily a
result of government failure, not market
failure, including policies that encouraged
the clearing of native vegetation and over-
stocking of rangelands.

The Draft Sustainability Strategy's
Definition of "Sustainability”

While the Draft Paper acknowledges that
the full meaning of sustainability is still far
from settled, it provides the following
broad definition:

"meeting the needs of the current
and future generations through
simultaneous environmental, social
and econamic improvement.”

CCI supports the idea that “improvement”
is an essential part of
sustainability/sustainable development,
and agrees that the needs of current and
future generations have social, economic
and environmental dimensions.

However, we disagree with the paper's
insistence that improvement be
"simultaneous”, especially as interpreted
by the paper.

CCI has two key objections to such an
approach.

Firstly, the benefits of a particular initiative
often eventuate only over time, not
immediately or in tandem. Frequently
environmeantal, social and economic
systems will show a negative trend during
a period of re-organisation or restructure
which is then followed by a period of rapid
improvemneant. To demand "simultaneous”
improvement seems neither realistic nor
Necessary.

Secondly, there are many activities whose
value in one of the three spheras -
economic, environmental or social — will
generally outweigh its costs in others.
Residential aged care, for example, is
heavily supported by government subsidies
and may never meaet strict criteria of
‘sustainability’ in economic or
environmental terms, but its social benefits
outweigh its environmental and econamic
costs.

The report proposes that a proposal or
activity must be demonstrated to pass all
three tests — of economic, social, and
environmental improvement — to be
deemed sustainable.

CCI Response to State Sustainability Strategy - Consultation Draft 3
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This approach is based on a variant of the
‘fallacy of division’ - the belief that
something can be true of a thing as a
whaole only if it is true of its constituent
parts. So overall activity is 'sustainable’
anly if all of the activities within the
economy are 'sustainable’.

CCI believes that sustainable development
is possible even if many individual activities
are not contributing to improvement in all
three areas of the economy, society and
the environment. What is needed for
ongoing environmental, social and
economic improvement is that the balance
of all activities should result in
improvement across all three areas, not
necessarily that every initiative should
demonstrably generate improvement in all
three areas. For example:

+ Prohibiting the logginag of old growth
forest delivers environmental benefits
at economic and social cost.

+ Subsidised aged care delivers social
benefits at economic and
environmental cost.

+ The mining industry delivers econamic
and social benefits at environmental
cost,

All three could nonetheless be consistent

with sustainable developrment, if the sum

of all their benefits exceads the sum of all
their costs.

CCI's View of Evaluating Sustainable
Development

CCI believes that sustainable development
is achieved when improvement is attained
in all three of the governmeant's substantive
objectives- environmental, economic and
social. For this to be achieved demands
that, in aggregate, the surm of positives
from all initiatives must exceed their costs
in each of the three key spheres -
economic, social, end environmental.

In short, practical policies for implementing
evaluation of sustainable developmeant are
a lot like traditional cost-benefit analysis,
but with the added conditions that:

« overall benefits must exceed costs for
all three of the sustainable
development goals, not just in
aggregate; and

+ in conseguence, sustainable
development may demand a broader

evaluation of the likely consequences
of particular initiatives, and especially
the unanticipated and unintended
consequences of initiatives expected to
deliver benefits in one area in terms of
their effects in other areas.

If "simultansous” improvement is not a
realistic benchmark for sustainable
development, then other criteria and
means of establishing priorities will be
needed to evaluate activities and decisions.

Evaluation and Implementation in
Private Organisations

Most private organisations manage
multiple and conflicting demands and aims
as a matter of course. This includes not
just businesses but also charities, lobby
groups, trade unions, schools and
universities, and sporting, religious and
cultural institutions.

Businesses, for example, have always
juggled the demands of customers,
existing and prospective employees,
suppliers, regulators, tax collectors, the
communities they operate in, meadia
commentators and investment advisors,
and of course their shareholders.

These conflicts may not always be handled
easily or competently, but they are part of
everyday life in most organisations.

Organisations can recancile conflicting and
competing demands because they
generally have a substantive goal, or a
small set of closely related goals, that is
ultimately used as the decisive criterion in
decision making. In the case of businesses,
this goal is the interests of shareholders.

CCI views concepts such as stakeholder
models, corporate social responsibility,
zustainable development and the triple
bottom line as supportable and potentially
beneficial at organisational level - but only
if the multiple and conflicting demands that
they impose are ultimately subordinate to
the organisation’s overarching, substantive
goal.

We concur with WBCSD President Bjdrn
Stigsan that:

"Environmental and social
considerations are crucial for today's
corporations, but there is in reality
only one bottom-line, namely the
financial one.”

4 CCI Response to State Sustainability Strategy - Consultation Draft



CCI rejects as undesirable in principle, and
unworkable in practice, the view that an
organisation's activities should only be
deemed 'sustainable’ if they can be
demonstrated to equally satisfy multiple,
contradictory criteria, or the competing and
conflicting demands of a range of
stakeholders.

Evaluation and Implementation in
General Government Policy

An organisation may resolve conflicts
between stakeholders, objectives and
values with reference to its substantive
ohjective. But for governments there is no
such recourse, because their
environmental, economic and social
objectives are all substantive.

This does not mean that all substantive
objectives should be given equal weight in
every government decision, nor that each
initiative should necessarily be
demonstrated to show positive results
against all substantive objectives, The
context and purpose of activity will
determine the relevance of different
objectives, and also the weight and
attention given to the costs and benefits
they are expected to generate.

This is why a systematic and transparent
cost-benefit approach to decision making
will be required in developing policies for
sustainable development.

Sustainable development policies will help
governments to make good decisions, but
they are not a substitute for the political
process or democratic accountability.

Values, Assumptions and Unintended
Conseguences

For the Draft Report's proposed definition
of sustainability to be workable requires
fairly complete, transparent and generally
agreed understanding of what constitutes
an economic, social or environmental
“improverment”. But judging what is an
improvemeant can be imprecise and
subjective, especially as information is
often imperfect, people's values and
worldviews differ, and almost every human
activity has unforeseeable consequences
which may or may not be beneficial.
Ewvaluating social and cultural
“imorovement™ is particularly difficult.

Even where the consequences of a policy
or proposals are well understood, there are
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often stark differences of apinion about
whether they are beneficial, and conflicts
between winners and losers from any
proposed activity.

The Draft Report takes as given many
contentious propositions, on issues
including global population growth, climate
change and policies to address it, the
means to preserve biodiversity, ail
vulnerability, and the flaws of conventional
economic theory.

CCI does not believe that the paper's views
on these issues are universally accepted in
the wider community, nor do they
necessarily represent the consensus of
those with expertise in the subjects they
address. At the very least, they need to be
supported with argument and evidence,
not just asserted. And contrary views on
these issues exist in the community that
deserve consideration in policy
development.

Some sections of the Draft Paper seek to
pass off as commonly accepted a
worldview and political philosophy which is
in fact not generally held, and in some
cases held anly by quite a small minority.
The discussion of economic instruments for
sustainability is perhaps the most
egregious example of this approach.

Other parts of the paper tend to selectively
edit and interpret the views of participants
in the sustainability debate to make them
seem more consistent with the views of the
Draft Paper's authors. An example is the
selective editing of the WBCSD's “Seven
Keys For Sustainability Through The
Market”.

In combination, these characteristics give
the Draft Report a tone that is at times
ideological, proselytising and lacking
balance. CCI believes that these
characteristics detract from the useful
analysis and positive recommendations
that the Draft also contains,

Politics or Policy?

In proposing a sustainability framework
that patentially encompassas and
evaluates almost all activities of
governments, businesses and the wider
community, the Draft Paper proposes in
effect a meta-policy, standing above and
behind almost every private and public
initiative.

CCI Response to State Sustainability Strateqy — Consultation Draft g5
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In the process, it proposes that many
activities and powers of government should
be used to promote the sustainability
agenda. Even exhaustive consultation
processes do not necessarily guarantee
community support.

The Government’s key responsibility is to
serve the whole community, and
sustainable development is a tool to allow
it to do this better.

The Contribution of Business

CCI believes that the Draft Paper
systematically downplays the role of
business and its contribution to the theory
and practice of sustainable development.

CCI's complaint here is not simply sour
grapes that its members are not getting
the credit they deserve. Rather, our
concern is that this lack of recognition of
the achievements and positive contribution
of business to sustainable development
leads to three fundamental problems with
the Draft Paper's approach.

Firstly, because it does not recognise the
extensive work already in place, it
proposes many wholly new initiatives,
rather than seeking to build upen and
expand businesses' existing initiatives, and
learn from their successes and failures,

Secandly, it fails to recognise that the
initiatives businesses have taken are
largely in response to changes in the
business environment. These include
identification of new threats and
opportunities, changes in the perceptions
of the public, customers and community,
reassessment of risk, a better
understanding of the business benefits of
measures consistent with sustainable
development, and the need to protect and
enhance corporate reputations. These have
been, and in CCI's view will continue ta be,
the main factors driving businesses to pay
greater attention to sustainable
development issues,

Thirdly, in consequence, the Draft Paper
places too little emphasis on measuras
which will reinforce and encourage
business initiatives in exploring practical
and innovative approaches to sustainable
development, and too much on
government's role.

In combination with the many other

proposals to manipulate and micro-manage
the activities of the private sector, this
means that the thrust of the paper is that
businesses must be compelled or cajoled
into confarming to the government's own
sustainability agenda.

The WBCSD's "7 Keys for Success:
Sustainability Through the Market”™
The Draft Paper's tendency to downplay
businesses' concerns, initiatives and
achievements is particularly evident in its
representation of the WBCSD's
"Sustainability Through The Marikeat: Seven
Keys To Success”,

The box in which the WBCSD's '7 keys' are
shown does not reproduce the original or
its summary verbatim from the source -
the language and descriptions have been
alterad. In some cases this is clearly for
the sake of brevity or explanation with little
effect on the intent or meaning of the
original. But in others it has the effect of
changing the emphasis, or even meaning,
of the original, and omitting some of the
points clearly intended to be given
considerable emphasis in the original
document.

Typically, these redactions have the effect
of presenting the role of business and the
market as more passive, less significant,
and less constructive than the WBCSD's
original. Most mentions of the concerns of
mainstream business economics — the
importance of competitive markets and
consumer choice, free trade, legal
protections of property rights etc - have
been toned down or taken out.

Business Concerns, And Policies In
Practice

Part 2 of thise paper discusses specific
business concerns about how the Draft
Paper’'s policy proposals might work in
practice, and also highlights some of the
sustainable development initiatives already
being undertaken by the business
community.

While CCI found many parts of the state
Sustainability Strategy Consultation Draft
wanting, CCI does not reject the move
towards sustainable development.

CCI supports a sustainable development
process that recognises:

+ the essential role of the market in

& CCI Response to State Sustainability Strategy - Consultation Draft



meeting the various and changing
needs of the community

a balanced governance framework that
includes property rights, equitable
trade terms, respect for comparative
advantage, ordered competition
between businesses, and predictability
of government interventions. (taken in
part fram The Business Case for
Sustainable Development, 2002)

the value of the contribution of
business to the process and the ability
of business to set their own agenda

equity in the contribution of all
stakeholders to the process

while consultation is an essential part
of the sustainable development, it is

A,

of Commerce and Industry of WA A\

FCCI

not the panacea for success aof the
process

« government continues to have an
essential role in decision making for
the good of the whaole community

« economic development is an essential
componant of maintaining and
improving social and environmental
conditions, both regionally and
internationally.

CCI looks forward to participating in the
development of a Western Australian
sustainable development strategy.

CCI Response to State Sustainability Strategy - Consultation Draft 7
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Key Concepts and Definitions

Introduction

CCI believes that, in the context of the
current debate and terminology,
"sustainable development” is to be
preferred to "sustainability” as the phrase
describing the core objective of
government, business and society at large.
It believes that, compared to
"sustainability”, the ideas represented by
the term “sustainable development”:

+« are more clearly defined,

« are more capable of implemeantation,

« are more widely accepted by and
acceptable to the state, national and
international communities, and

« represent a more desirable and
beneficial set of objectives.

Definitions

Defining “Sustainable Development”

CCI broadly supports the sustainable
development agenda and concurs with
many of the ideas expressed by the World
Business Council for Sustainable
Development (WBCSD) in its recent paper
The Business Case for Sustainable
Development. In particular, we agree that
the pursuit of sustainable development is
good for our enterprises, the planet and its
people.

The WBCSD states that:

"We define sustainable development
as forms of progress that meet the
needs of the present without
compromising the ability of future
generations to meet their needs.”

This adopts and refines the widely-
recognised definition 1987 Brundtland
Commission's 1987

"developrment that meets the needs
of the present without compromising
the ability of future generations to
meet thair own needs”

Substituting the phrase “forms of progress”
for the word "development” better reflects
the fact that improvements in human
welfare come fram changes perhaps more
broadly defined than the term

‘development’ might imply, while at the
same time challenging the more static and
anti-growth views of those who argue that
‘progress’ is not possible, or that
‘sustainability’ requires an end to economic
growth and avoidance of social, cultural
and particularly environmental change.

How to achieve our present objectives
"without compromising the ability of future
generations ta meet their needs” is still
problematic. We cannot anticipate what the
needs of future generations will be, and
innovation and technical change will
continue to represent the most important
way in which people find new ways to
better meet their needs from the scarce
respurces available.

Providing future generations with the best
possible chances to meet their own needs,
in ways we may not be able to anticipate,
is the most effective way to serve their
interests.,

For example, the natural resources, built

assets and human capital which best met
the needs of our grandparents' generation
would likely serve our grandchildren very
poorly.

CCI endorses the WBCSD's refined version
of the long-established principle of
sustainable development.

The WBCSD's approach has other features
which CCI would support, and which have
sometimes been overlocked or
underplayed in the sustainable
development/sustainability debate.

In particular, we would highlight the
following observations from its report:

"Sustainable development is best
achieved through open, competitive,
rightly framed international markets
that honour legitimate comparative
advantages. Such markets
encourage efficiency and innovation,
both necessities for sustainable
human progress.,

"Business remains the most potent
force for wealth creation. The extent
to which that wealth goes toward
poverty allewiation depends largely
on societal choices. Countries do not
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have low incidences of poverty
because of their welfare programs,
but largely because they have
created frameworks that encourage
business enterprise. These
enterprises offer people tools
(business opportunities, jobs, wages,
investment possibilities, training, and
pensions) with which to build secure
fives.”

CCI's View of Sustainable
Development

Rather than demanding trade-offs or
compromises, CCI sees the objectives of
economic, social and environmental
progress as largely complimentary,
especially in aggregate and over the
medium to longer term.

Qur prosperity underpins our quality of life
in the wider sense.

As CCI has argued elsewhere?, economic
welfare is only one component of a
society's quality of life, but it is an
essential one. A high and rising material
standard of living is a legitimate aspiration
for West Australians and for the
governments and institutions that serve
them.

Furthermore, the capacity of society to
meet its social, enviranmental, political,
humanitarian and cultural aspirations
depends on the resources — human,
technological and natural - at its disposal.

So a high and rising level of economic
welfare is not only an impartant and
legitimate objective in its own right, it is
also a necessary componeant of
improvement across most if not all of the
activities that contribute to Western
Australians” guality of life.

Around the world, growth in prosperity is
associated with cleaner and healthier
natural environments, better opportunities
for education, safer conditions at work, in
the community and in the home, longer life
expectancies and generally better well-
being in almost all senses of the term.

Indeed, the World Summit on Sustainable
Development recognised that development
is a central element of global action to fight
poverty and protect the environment.
Paragraph 2 of the Plan of Implementation
from the World Surmmit states

A,
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*...These efforts will also promate
the integration of the three
components of sustainable
development — economic
development, social development
and environmental protection - as
interdependent and mutually
reinforcing pillars. Powverty
eradication, changing
unsustainable patterns of
production and consumption, and
protecting and managing the
natural resource base of economic
and social development are
overarching objectives of, and
essential reguirements for,
sustainable developments®,

Further paragraph 4 goes on to say:

"The gap between developed an
developing countries points to the
continued need for a dynamic and
enabling international economic
environment supportive of
international cooperation,
particufarly in the areas of finance,
technology transfer, debt and
trade, and full and effective
participation of developing
countries in global decision-
making.....~

Appendix 3 discusses some recent analysis
of, and evidence on, the relationship
between prosperity and environmental
protection.

This does not mean that economic
considerations should take precedence
over environmental or social ones.

It can equally well be argued, for example,
that an efficient economy and respect for
the environment are cnly possible in a
healthy and functional society (see below).

At the extreme, neither society nor the
economy can exist without some level of
environmeantal services.

Social, economic and environmental well-
being depend on each other and are
mutually reinforcing. For particular
activities, projects or policies there will be
conflicts and trade-offs between them. But
in the long run, improvements in one of
these key areas of the economy,
environment and society will be linked to
improvemeants in the other two.

CCI Response to State Sustainability Strategy — Consultation Draft
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This understanding underpins CCI's
interpretation of sustainable development.

Present Progress

Part of the WBCSD's definition of
sustainable development is of " forms of
progress that meet the needs of the
present... ",

The Draft Paper reports some debate an
the word ‘needs’. In preparing the Report,
the Sustainability Office received several
submissions arguing that its definition of
sustainability should use the word ‘needs’
not ‘goals’ (the word originally proposed in
the consultation paper for the State
Sustainability Strategy) because "the
definition of sustainability must include the
notion of genuine need and that the use of
the word goals made the definition
unnecessarily armbiguous.” (page 24). The
word "needs” was substituted for "goals” in
response to these comments.

CCI believes that such an interpretation is
presumptuous and unworkable. Whao is to
judge whether or not another’s goals
represent "genuine needs"? By what right
do they deny people the chance to pursue
their goals, whether they represant
"genuine needs” or not? What
accountability mechanisms and sanctions
are to be put in place to ensure the
assessors of "genuine need” make the right
choice and penalise them if they don't?

People are mostly better judges of their
own goals and needs than of the goals and
needs of others, and they have the right to
act on their own judgement. This is an
important philosophical point that
distinguishes CCI's approach to sustainable
development from that of the submissions
arguing for "genuine needs” only to taken
inte account in defining sustainability, and
indeed evident in other parts of the draft
paper.

Qur preferred key gauge of progress in
social, cultural and economic activities is in
matching the aspirations of the WA
community - giving people what they want,
rather than what we think they should
have.

In econamic terms, the way in which
peaple’s goals and needs are most
effectively expressed and most efficiently
met is through competitive and efficient
markets.

As the WBCSD puts it:

"Consumer choice in a transparent
and competitive market economy
can improve everyone’s guality of
fife. Market choices affow us the
freedom to decide how best to use
our own resources to enhance our
gquality of life. Providing choice is
therefore a key part of promoting
sustainable developrment. ™

CCI® endorses the WBCSD's analysis, and
adds that the benefits of competition do
not only lie in generally leading to the best
match between scare rescurces and
people's needs at any given time.
Competition also contributes to sustainable
development in the long term (see next
section).

This emphasis on competition does not
deny an economic role for government in
sustainable development™. A market
system cannot work effectively without
certain rights and processes being
maintained and protected by government.

The WBCSD summarises these succinctly:

"t egisfation and regulations should
promaote competition, effective
intelfectual and physical property
rights, reliable contractual terms, fair
and transparent accounting
standards, accountability for
government intervention, freedom
and democracy, and full-cost pricing
of goods and services. Governments’
most effective means towards better
market frameworks is specifying a
desired result rather than paths
towards that result.”

These are the crucial priorities of economic
sustainabilityt and maximising the capacity

1t the broader roles of government are discussed
on page B

* While this section has focussed mainly on the
economic aspects of meeting present needs, CCI
has parallel concerns about some of the Draft
Paper’ s attempts to define and promaote social
and cultural sustainability. In a similar vein to
the attempt to distinguish “geals™ from "genuine
needs”, these policles risk pushing a particular
interpretation of what is socially or culturally
acceptable on a population that might not
mostly, and certainly won't entirely, concur with
than Interpretation.

These concerns are addressed in more detail
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of the current generation to meet its own
needs and goals - not a top-down,
centralised attermpt to direct economic
activity towards what are judged to be
"genuine” needs.

Future Generations

Competition not only leads to the efficient
use of resources at any point in time, it
also induces innovation and
experimentation that leads to more
effective use of resources over time.

This improved effectiveness is measured in
economic activities as productivity growth
- notably the labour productivity arowth
which allows economies to produce (and
therefore people to consume) more goods
and services for any given amount of
employee effort; and maternals productivity
growth, which allows the goods and
services that people value to be produced
by using a lower volume, and prograssively
lower values, of physical inputs.

This process, sometimes called
‘dematerialisation’, is vital if social,
economic and environmental improvemeant
is to be maintained in developed
economies and extended into developing
ones over the longer term.

This is particularly important for the second
key plank of sustainable development —
serving the needs and interest of future
generations.

In the WBCSD and Brundtland definitions
of sustainable development this is
expressed as:

" without compromising the ability
of future generations to meet their
needs.”

While the Draft Paper's proposed definition
is:

" ..meeting the needs of the current
and future generations...”

CCI believes that the WBCSD/Brundtland
definition is preferable, because we do not
and cannot know with any certainty what
the needs of future generations are or will
be.

Over the past few centuries, innovation
and human creativity have been the most

below.
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important ways in which people have found
new ways to better meet their chanaging
needs and goals. In the process, they have
gffected profound and unpredictable
changes in their economieas, societies,
gnvironments and cultures.

If thiz is the pattern for future generations
- and there is every reason to hope that it
will b — then many of the 'needs’ of the
future will be things we cannot anticipate
or even comprehend, any more than even
our recent ancestors could have imagined
the needs and goals of the current
generation.

This does not mean that we cannot or
should not look to safeguard the interests
of future generations. But it means that we
will fail to safeguard them if we try to
create or preserve for them detailed
inventories of natural, social, human and
built capital®.

Rather, the bequest we should aim to leave
to future generations is to provide them
with the best possible chances to deal with
their own threats and challenges, and to
identify and satisfy their own needs and
goals, in ways we almost certainly will not
be able to anticipate.

In the context of defining sustainable
development, this means respecting the
“ability” of future generations to meet their
own needs, rather than trying to meet
them ourselves.

It also demands a model of development
that is more decentralised, and a decision-
making processes that is more devolved,
than the orchestrated, government-
directed and legally-enforced approach
frequently advocated in the Draft Paper.

Virginia Postrel is a notable enthusiast for
the creative and vibrant dynamism that
arises from human creativity and
spontaneous order, while recognising that
its uncontrolled unpredictability can seem
threatening. In "The Future and its
Enemies”, she argues that:

§ Although of course, the likelihood that future
generations will need and value the essentlals
that we and all past generations have valued
highly - such as breathable air and drinkable
water - is high enough that these should be
accorded very high priorty in sustainable
development.
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"I'n our post-Cold War era, for
instance, free markets are
recognized as powerful forces for
social, cultural, and technological
change—liberating in the eyes of
some, threatening to others. The
same (s true for markets in ideas: for
free speech and worldwide
cormmunication; for what John Stuart
Mill called "experiments in living®; for
scientific research, artistic
expression, and technological
innovation. All of these processes are
shaping an unknown, and
unicnowable, future. Some people
look at such diverse, decentralized,
cholce-drivan systems and rejoice,
even when they don't like particular
choices. Others recoil. In pursuit of
stability and control, they seek to
eliminate or curt these unruly, too-
creative forces.”

CCI does not share all of Postrel's
optimistic enthusiasm for spontaneous and
unpredictable creativity - it can have
negative consequences. Furthermore, we
recognise that there are many things that
current and/or future generation nead
which individuals and markets left alone
cannot deliver, or will deliver more
effectively with government assistance and
guidance. This means that CCI recognises
a greater role for governments and
technocrats in helping to achieve
sustainable development than Postrel and
her Dynamist colleagues would accept (see
below).

But we share her view that the creative
engine of social, cultural and economic
improvemnent lies primarily with individuals
and the voluntary associations they form
and interest they pursue — in businesses,
academia, the arts, community services
and activities, interest groups, etc.

And we agree that achieving social,
economic and environmental progress - or
sustainable development - requires that
diversity, innovation and experimeantation
must flourish.

Role of Government

This in turn means that the role of
government in achieving sustainable
development is mainly to enable, facilitate
and support rather than to direct or
prohibit.

We have already discussed the role of
governments in providing the legal
protections necessary for the effective
operation of markets (see page 10 above).

In addition, the key functions of
government include:

« Ensuring the provision of public goods?
which the private and non-profit
sectors would not deliver unprompted,
or would not deliver efficiently.

«  Acting as regulators or service
providers in markets which are unlikely
to function efficiently left to their own
devices, such as natural monopolies.

+ Correcting for negative "externalities’,
such as the environmental costs that
some economic or social activities
incur.

+  Supporting and in some cases
providing goods, services and activities
which have positive ‘externalities’ or
spill-overs — such as education and
training, research and development,
and public health.

» Co-ordinating and facilitating projects.

+ Safeguarding standards of living
income redistribution and social
outlays.

It is often pointed out, correctly, that the
textbox model of perfectly competitive
markets is seldom if ever encountered in
reality. This does not mean, however, that
significant and harmful market failures
warranting government intervention are
widespread. Most markets function with a
fairly high degree of efficiency. Even those
that don't can’t often be readily remedied.

Where there is a remedy available, often
the best solution is one that makes the
market work - for example, by conferring
clear and defendable property rights (the
success of the licensing system in
managing WA's rock lobster resource is a
good instance).

and where regulatory solutions are
appropriate, they should be carefully
designed to generate the maximum benefit
at the minimum cost.

This is particularly important in the context
of regulations to promote sustainable
development, where popular debate tends
to focus on the judgemental and the
punitive — how to prevent the occurrence
of negative externalities entirely, or punish
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the perpetrators.

Ronald Coase, a groundbreaking
theoretician on externalities and property
rights, suggested a judgemental approach
fails to recognise the reciprocal nature of
externalities:

"The question is commonly thought
of as one in which A infiicts harm on
B and what has to be decided is:
how should we restrain A? But this is
wrong. We are dealing with a
problem of a reciprocal nature. To
avoid the harm to B would inflict
harm on A, The real question that
has to be decided is: should 4 be
allowed to harm B or should B be
allowed to harm A? The problem is to
avoid the more serious harm™

These cautions indicate that government
interventions in the wider economy need ta
be carefully thought through and
demonstrably justified before being
implemented.

This is particularly true because a version
of the precautionary principle is warranted
in the case of government actions,
especially those aimed at wholesale
changes. Instances of government failure
may be at least as widespread and
potentially far more damaging than
instances of market failure. Their potential
ta do more harm derives from many
factors, including:

» the greater financial resources
available to gavernments, and the
expectation that this makes them
responsible for ‘nation-building”
investments and programs,

+ their capacity to legislate to enforce
policies,

« The importance of the reputation for
fair and good governance encapsulated
in political capital,

+ the separation of decision-makers from
the providers and consumers of goods
and services who sometimes have the
greatest awareness of which will work
in practice, including unintended
consequenceas, and

« the protection of decision-makers from
the conseguences of their actions
because they do not own the resources
they use and cannot usually be held
legally or financially accountable for
the consequences of poor decisions —
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or even politically accountable, if those
CONSequences emerge over a number
of years.

While the theoretical analyses of the
causes and effects of government failure
are found mainly in economics, the adverse
consequences are as often as not social
and/or environment, not economic.

Many of the major environmental problems
faced in Australia today are primarily a
result of government failure, not market
failure:

« It was government that encouraged
and even compelled the removal of
native vegetation from land in Western
Awustralia, making the dearing of trees
a condition of land grants. The result
taday is the growing problem of
salinity, and the associated
environmental degradation and
economic and social costs it has
imposed.

« In WA's rangelands, pastoral leases
still require minimum stacking levels
which exceed what many believe are
sustainable stock numbers, and may
prevent pastoralist form shifting from
grazing to more sustainable activities
such as tourism.

« \isionary government planners gave us
the Snowy Mountain power and
irrigation scheme, whose over-use of
water resource now threatens the
water quality of Australia’s greatest
waterway, the livelihood of a major
farming region and the drinking water
of hundreds of thousands of peopla.

The statutory powers and financial and
material resources at governments’
disposal make them more capable of
implementing far-reaching change, and
therefore more capable of inflicting
widespread damage, than most private
individuals or institutions.

How governments should go about
assessing their appropriate involvement in
sustainable development is explore in more
detail in CCI's View of Evaluating

Sustainable Development on page 16
below.

Defining “Sustainability”™

The terms ‘sustainable development’ and
‘sustainability” have been around for many

CCI Response to State Sustainability Strategy - Consultation Draft 13



&
ML chamber of Commerce and Ind

FUCIY

years. Viewed in isolation from the
interpretations that have come to be
associated with them, and based on the
meanings of the words themselves, there is
little to choose between the two
exprassions as descriptions of palicy
ohjectives.

However, both have been interpreted in a
range of ways that reflect the values and
philosophical predispositions of the
individuals or groups discussing them.

This is true of both the phrases
‘sustainability’ and 'sustainable
development’. While the Brundtiand
definition of "sustainable development’
remains the authoritative benchmark
definition of the term, there is a wide
diversity of views about what it can and
should mean in practice.

In current policy debate, the term
‘sustainability” has sometimes been used
interchangeably with "sustainable
development’ (as defined broadly by
Brundtland) or perhaps with a more
detailed agenda for putting the Brundtland
principles into practice.

But it has also come to be associated with
wider palicy agendas which CCI views as at
times vague, internally inconsistent, overly
ambitious in scope, prescriptive in its
philosophical leanings, and at times hostile
to economic growth and hence (in CCI's
view) to human welfare.

The Draft Paper acknowledges that the
definition of sustainability is far from
settled:

"There is considerable discussion
about the meaning of sustainability,
particularly in academic and
professional circles. Pezzoli has
found ten types of definition on
sustainability in four key areas of
concarn. For many, the difficulty in
pinning down a precise meaning is
reason enough for them to consider
that the concept has no relevance.

"Such dismissal misses the point.
The concept has not corme from
academia or the professions, it has
corme from global politics as a way of
asking the world to resolve a
fundamental tension that has
developed between environmental,
social and economic improvement.

The resolution of this tension is the
challenge for sustainability.”

This alse, in CCIL's view, misses the point.
The problem posed by the absence of
precise meaning of the tarm
“sustainability” is not one of “relevance”
but of application.

A range of vague and contradictory
concepts and political philosophies, and of
benign and potentially very harmful policy
prescriptions, coexist under the umbrella
term 'sustainability’. They also exist in the
Draft Paper. They make a useful basis for
an important ongoing debate, but that
debate is unlikely to be resclved
definitively for many years.

But until these are resolved, it would be
irresponsible of CCI (or indeed any other
participant in the policy debate) to give
unqualified endorsement to a
‘sustainability’ strateqgy, still less for
gavernment to use it as the basis for
comprehensive policy agenda. Ideas can
fruitfully evolve though analysis and
dialogue. Regulations can't.

Government cannot demand that
businesses, community groups ar even its
own agencies confarm to a sustainability
palicy if it cannot tell them, in a meaningful
way that can underpin practical actions,
what sustainability is.

The Draft Sustainability Strategy's
Definition of "Sustainability”

While the Draft Paper acknowledges that
the full meaning of sustainability is still far
from settled, it provides a broad definition:

“meeting the needs of the current
and future generations through
simultaneous environmental, social
and economic improvement.”

CClI is pleased that this proposed definition
incorporates the ideas of progress and
improvemeant — an contrast to some
definitions of 'sustainability’ that are hostile
to the concepts of ""development’, with it
implication that economic growth is a
desirable objective.

CClI is also comfortable with the fact that
the definition spells out that the needs of
current and future generations have social,
economic and environmental dimensions.
Indeed, with this exception the definition
seems at first glance broadly similar to the
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WBCSD and Brundtland definitions.

"Simultaneous” Improvement
However, the reguirement for
"simultaneous” improvemeant is potentially
of great concern and has potentially
widespread ramifications — as the paper
acknowledges:

"The definition of sustainability in
the draft Strategy is challenging and
visionary. It implies, for example,
that an activity that only addresses
two of the dimensions
simultaneously (say provides both
economic and social gains but 'trades
off’ the environment) is ultimately
not sustainable. ™

To call this “challenging” is an under-
statement.

CCI has two key objections to such an
approach.

Firstly, the benefits of a particular initiative
often eventuate only over time, not
immediately or in tandem.

Frequently environmental, social and
economic systems will show a negative
trend during a period of re-organisation or
restructure which is then followed by a
period of rapid improverment.

For example a community may suffer
terribly over an extended period while a
drug gang is pursued and removed from
the community.

There is no doubt that there will be a
significant improvement eventually, but a
period of pain both socially and probably
economically must be suffered first.

Similarly, an ecosysterm such as a river
may suffer a series of shocks over a long
period during a program to eradicate a
weed, resulting in a decline in the health of
the river ecosystam, to be followed by an
improvement.

Economic restructuring and reform can
cause short-term stress but lead to
stronger growth in the longer term, as the
experience of Australia in the past 20 years
attests.

To demand "simultansous” improvement
seems neither realistic nor necessary.

Secondly, there are many activities whose
value in one of the three spheres —
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economic, environmental or social — will
generally outweigh its costs in others.
Residential aged care, for example, is
heavily supported by government subsidies
and may never meet strict criteria of
‘sustainability’ in economic or
environmental terms, but CCI believes that
its social benefits outweigh its
environmental and economic costs.

To deny ourselves the benefits of particular
initiatives which have the potential to
contribute greatly to our economy, society
or environment on the basis that they do
not make immediate, concurrent,
demonstrably positive contributions to all
three would be poor public policy.

This might not be a problem if the intent
were to evaluate social, environmental and
economic improvement holistically, looking
across society, the economy and the
environment as a whole.

But the Draft Report clearly intends
applying this definition of sustainability not
only to the economy, society, or the
environment as integrated and interacting
systems, but to particular initiatives and
activities within these spheres.

And not only that, but a proposal must be
demonstrated to pass all three tests - of
economic, social, and environmental
benefits — to be deemed sustainable.

This approach is based on a variant of the
‘fallacy of division’ — the belief that
something can be true of a thing as a
whole only if it is true of its constituent
parts. So activity is "sustainable’ only if all
of the activities within the economy are
‘sustainable’.

For example, the Draft Report states that
there have been ".mining activities
showing net environmental benefit, for
example, where companies purchase
pastoral leases to mine a small proportion
and manage the majority of those leases
for nature consarvation.” By implication, a
loss making pastoral lease and an
environmentally destructive mine site are
each unsustainable in themselves, but a
business can become 'sustainable’ if it does
both.

Yet the overall impact on society, the
environment, and the economy is identical
whether the activities are undertaken by
one ‘sustainable’ organisation or two
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‘unsustainable’ ones.

CCI's View of Evaluating Sustainable
Development

CCI believes that sustainable development
is possible even if many individual activities
are not, in isolation, sustainable. What is
needed for ongoing environmental, social
and economic improvement is that the
balance of all activities should result in
improverment across all three areas, not
necessarily that every initiative should
demonstrably generate improvement in all
three areas.

So, for example, it may be that:

+« Prohibiting the logaing of old growth
forest delivers environmental benefits
at economic and social cost.

+» Subsidised aged care delivers social
benefits at economic and
environmental cost.

» The mining industry delivers econamic
and social benefits at environmental
cost.

All three could nonetheless be consistant
with sustainable development, if the sum
of benefits exceeds the sum of costs for all
three.

Sustainable development demands that the
balance of the effects of all initiatives taken
should, in aggregate, generate ongoing
and enduring improvement in all three
spheres, not that each separate initiative
be made to demonstrate improvement in
all three (see page 18 below).

For individual initiatives, it is necessary
only that their aggregate benefits exceed
their aggregate costs if they are to make a
positive contribution to social welfare.
While in aggregate, the sum of positives
from all initiatives must exceed their costs
in each of the three key spheras -
economic, social, end environmental.

In short, practical policies for implementing
evaluation of sustainable development are
a lot like traditional cost-benefit analysis.

There are, however, two important
additions.

Firstly, traditional cost-benefit analysis
focussed only on the size of the balance of
outcomes for a particular initiative, project
or program, without much concern for the
components of the benefits and costs.

In theory, under such a framework it would
be possible to initiate (for example) a
government palicy agenda comprising
programs which all delivered
environmental benefits at social and
gconomic cost, thereby leading to an
aggregate outcome delivering substantial
environmental improvement but a
deterioration for society and the econamy.

Sustainable development demands not
only that individual activities vield more
benefits than costs, but also that the
overall compaosition of activities yields
improvement, on balance, across all
substantive objectives.

Secondly, sustainable development may
demand a broader evaluation of the likely
consequences of particular initiatives, and
especially the unanticipated and
unintended consequences of initiatives
expected to deliver benefits in one area in
terms of their effacts in other areas.

It has been argued that cost-benefit
analysis cannot quantify and evaluate
social and environmental costs and
benefits as readily and objectively as it can
measure economic costs and benefits,
especially when these are narrowly
defined.

There is much validity in these criticisms,
but they do not constitute a case for
adopting other means of assessment.

Short of ignoring things that are hard to
guantify and whose value is subjective,
disputed or impermaneant, any method
which seeks to choose between options or
activities faces the same difficulties.

In choosing to discontinue the logging of
old growth forests, for example, the
government demonstrated that it believes
the value of the un-logged forest to exceed
the value that would be derived from
logging {or it believes that the community's
values incline this way).

Howewver difficult it may be to put a 'value'
on old growth forest, such judgements are
inescapable in everyday political decision
making.

Cost-benefit analysis tries to make such
judgements in a way which is, as near as
possible, systematic, methodical and
transparent.

So do the various interpretations of
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sustainable development sustainability
assessment — incuding that proposed in
the Draft Report.

Indeed, the Draft Paper's description of
how sustainability assessment might work
in practice look a lot like cost-banefit
analysis:

"Sustainability assessment invalves
gathering information about the
impact of the project, plan, policy,
policy or program (PPPP) against
relevant sustainability principles and
govermment goals. Once that
infarmation has been collected, an
assessment can be made as to
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whether the PPPP has an overall net
benefit relative to other alternatives.

"It is recognised that some FPEPE
may have an adverse impact on
some sustainability principles and
that some trade-offs are inevitable.
In short, 8 PPPP will be acceptable as
long as it does not compromise the
government’s ability to achieve any
of its sustainability principles and it
has a greater net benefit than
alternatives when all relevant
econamic, social and environmental
factors are taken into account. "(page
38)

Evaluation and Implementation Concerns

If "simuitaneous” improvement is not a
realistic benchmark for sustainable
development, then other criteria and
means of establishing priorities will be
needed to evaluate activities and decisions.

Evaluation and Implementation in
Organisations

This nead not be especially problematic in
principle in the course of decision-making
processes within most organisations.

Businesses, for example, have always
juggled the demands of customers,
existing and prospective employees,
suppliers, regulators, tax collectors, the
communities they operate in, media
commentators and investment advisors,
and of course their shareholders.

Other organisations also manage multiple
and conflicting demands and aims as a
matter of course, including charities, lobby
groups, statutory authorities, schools and
universities, and sporting, religious and
cultural institutions.

These conflicts may not always be handled
easily or competently, but they are part of
everyday life in most organisations.

Organisations can reconcile conflicting and
competing demands because they
generally have a substantive goal, or a
small set of clasely related goals, that is
ultimately used as the decisive criterion in
decision making.

As Elaine Sternberg explains in a critigue of
stakeholder theory™:

"if the purpose of the corporation s

to maximise long-term owner value,
or to produce the environmentally-
friendliest widgets, or to provide
emplayment for the blind, that
purpose enables managers to
identify which groups nead to be
considered, and which of their
perceived benefits are relevant and
legitimate; it indicates how benefits
are to be ranked, and how conflicts
are to be resolved.”

However, if the organisation does not have
a single overarching substantive purpose
but recognises conflicting interests as
having authority to influence the
organisation's operation (what Sternberg
calls "stakeholder entitierment theory™),
then the capacity to rank and evaluate
conflicting claims breaks down:

"Ta be workable, stakeholder theory
must employ the very substantive
objectives that it explicitly refects.”

Or, as WBCSD President Bjorn Stigson put
it in the keynote speech” at a meeting of
the Austrian Business Council for
Sustainable Development in Vienna in April
2002:

"Environmental and social
considerations are crucial for today’s
corporations, but there is in reality
only one bottom-line, namely the

" Similar comments were made in Stigson's
speech on corporate social responsibility to
participants in the December 2002 workshop at
Curtin University, held in the preparation of the
draft discussion paper
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financial one.™

CCI's view of sustainable development in
the context of businesses and other
organisations is broadly consistent with the
underling rationale of both Sternberg's and
Stigson's statements.

It regards concepts such as stakeholder
models, corporate social responsibility,
sustainable development and the triple
bottom line as supportable and potentially
beneficial at organisational level - but only
if the multiple and conflicting demands that
they impose are ultimately subordinate to
the organisation's overarching, substantive
goal.

In the case of businesses, this goal is the
interests of shareholders.

CCI rejects as undesirable in principle, and
unworkable in practice, the view that an
organisation’s activities should only be
deemed 'sustainable’ if they can be
dermonstrated to equally satisfy multiple,
conflicting criteria (see also page 16
above).

Evaluation and Implementation in
General Government Policy

An organisation may resolve conflicts
between stakeholders, objectives and
values with reference to what Sternberg
calls its substantive objective. But for
governments there is no such recourse,
because their environmental, economic and
social objectives are all substantive.

This does not mean that all substantive
objectives should be given equal weight in
every government decision, nor that each
initiative should necessarily be
demonstrated to show positive results
against all substantive cbjectives. The
context and purpose of activity will
determine the relevance of different
objectives, and also the weight and
attention given to the costs and benefits
they are expected to generate.

This is why a systematic and transparent
approach to decision making will be
required in developing policies for
sustainable development, in line with the
cost-benefit principles outlined above
(page 16).

It also requires that all processes are, in
the final analysis subject to the scrutiny
and approval of Parliament and the

accountability of the ballot box.
Sustainable development policies will help
governments to make good decisions, but
they are not a substitute for the political
process or democratic accountahility (see
Politics or Policy? on page 21 below).

Values, Assumptions and Unintended
Conseguences

For the Draft Report’s proposed definition
of sustainability to be workable requires
fairly complete, transparent and generally
agreed understanding of what constitutes
an economic, social or environmental
“improvement”. But judaging what is an
improvement can be imprecise and
subjective, especially as information is
often imperfect, people’s values and
worldviews differ, and almost every human
activity has unforesesable consequences
which may or may not be beneficial.

Evaluating social and cultural
“improvement” is particularly difficult, as is
(perhaps to a lesser extent) environmental
improvemeant. Grand plans are vulnerable
to the law of unintended consequences.
History provides numercus examples of
ideas which were initiatad in the
expectation of social improvement but
which delivered the exact opposite,
including the stolen generation and high
density state housing (which happily in
Australia never reached the bleakness of
Britain's urban-fringe council estates or Le
Corbusier's high-rise French ghettos).

Australia’s grandest "nation building”
project was the snowy mountain scheme,
who's undoubted engineering achiavement
and immediate social and economic
benefits have come at longer-term
environmental cost that we have only
comparatively recently started to
appreciate.

Even where the consequences of a palicy
or proposals are well understood, there are
often stark differences of opinion about
whether they are beneficial, and conflicts
between winners and losers from any
proposed activity.

Many contemporary social phenomena, and
the propaosed policies that might influence
them, are highly contentious.

Is the rise of the single parent family and
persistent high divorce rate a reflection of
the greater freedom and autonomy of
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people {(particularly women) in
contemporary society, or a sign of societal
breakdown?. Should the government
support working women by intraducing
paid maternity leave, encourage parents to
raise their own children full-time by
targeting benefits at those who stay at
home, or leave such choices to parents? Is
Australia's multiculturalism producing a
vibrant and exciting society gaining
strength from its flexibility, diversity and
tolerance, or a fractious and disunited one
losing its unigue and valuable cultural
identity to an ideology of political
correctness? Should the Government
encourage the decline in Australia’s fertility
rate as an environmentally responsible
contribution to slowing global population
growth, or try to reverse it because of its
perceived negative economic and social
impacts?

Rather than confronting such deeply
divisive issues, the Draft Report takes as
given many contentious propositions:

»  “global population needs to stabilise, as
a continuously growing population
undermines sustainability” . and that
“it is important to consider what
Western Australia can do ta play its
part addressing this fundamental
sustainability issua”.

(pages 75 and 76).

« "Biodiversity conservation is intimately
linked to issues of population growth
and consumption, planning and
development, greenhouse and the
management of natural resources.”™
(p. 80}

s«  "The avidence is overwhelming; human
activity has interrupted the global
carbon cycle and is beginning to have a
profound impact on the Earth’s climate.
Owver the past 25 years, the South
West of Western Australia has
experienced a 50% reduction in rainfall
run off. This is at least partly due to
global climate change. We must now
adapt to climate change and worlk to
achieve a global reduction in
greenhouse gas emissions.”

(page 86).

+ The picture of oil vulnerability
described on page 89 reflects only one
interpretation of the world's ail future,
and a relatively alarmist one. Other
authorities (such as the US Energy
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Information Administration) project
that world production will peak much
later.

CCI acknowledges that all of these views
are defensible. Our key argument is not
that they are wrong (though we believe
some are), but that they are controversial.

The paper’'s views on these issues are not
universally accepted in the wider
community, not do they necessarily
represent the consensus of those with
expertise in the subjects they address. The
Draft Report asserts many such claims as
the premises underlying its palicy
proposals.

But at the very least, they need to be
supported with argument and evidence,
not just asserted. And other views of these
issues axist in the community that deserve
consideration in policy development. There
is a danger that, by identifying these views
with sustainability, they will pass indirectly
into accepted policy without receiving the
scrutiny and debate they should.

Similarly, some sections of the Draft Paper
seek to pass off as commonly accepted a
worldview and political philosophy which is
in fact not generally held, and in some
cases held only by quite a small minority.
The discussion of economic instruments for
sustainability is perhaps the most
egregious example of this approach, and is
analysed in more detail in Appendix 1 on
page 32. Another is this statement:

"We are living in an age that seeks
to invent a new system of
partnership between the
government, business and civil
=soclety, recognising the need for the
market to be requlated consistent
with the government's commitment
to sustainability. This new
partnership will enable Western
Australia to seize the economic
oppartunities that the sustainability
agenda can provide.” (p. 195)

Other parts of the paper tend to selectively
edit and interpret the views of participants
in the sustainability debate to make them
seem more consistent with the views of the
Draft Paper's authors. An example is the
selective editing of the WBCSD's Seven
Keys For Sustainability Through The
Market, analysed on page 24 and set out in
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tabular form in Appendix 2 on page 36.

In combination, these characteristics give
the Draft Report a tone that is at times
ideological, proselytising and lacking
balance. CCI believes that these
characteristics detract from the useful
analysis and positive recammeandations
that the Draft also contains.

Means and Ends

This lack of a clear understanding of what
sustainability means in practice (see
discussion on page 14 above) may be the
reason for one of the Draft Paper’s other
main weaknesses its focus on processes
not outcomes. When the ends are not
clear, the policy becomes overly
pregccupied by means.

Government interventions work best when
they specify clear and measurable
outcomes and leave the means of
achieving them to be determined by the
affected parties. In this respect, we
endorse the views of the WBCSD, and
indeed would argue that its principle of
good regulatory design is applicable more
widely than the design of market
frameworks:

"Governments’ most effective means
towards better market frameworks /s
specifying a desired result rather
than paths towards that result.”

The Draft Paper's overarching concern to
ensure that sustainability is pursued across
a range of government activities. This
leads it to propose that government can
enforce sustainability through virtually any

of the regulatory and licensing mechanisms

at its disposal, virtually nong of which were
never intended or designed to be used in
this way.

So, without regard to property rights,
consumer preferences or social
conseguences, it proposed that
sustainability criteria can be enforced
through building approvals processes and

the renewal of pastoral leases, government

purchasing policies and the provision of
business incentives. This goes far beyond
the initial limitation of sustainability
principles to ‘state significant” projects
(see Scope of Assessments on page 28
below). Furthermore, it appears that these
rules are to be used to enforce
sustainability principles before it has been

determined definitively what sustainability
actually means (see page 14). And there is
no suggestion that these regulatory
imposts are to be subject to critical cost-
benefit analysis (page 16) to determing
whether their anticipated benefits exceed
their costs.

For example:

With regard to project developments —
"“In addition to institutional
arrangements, the ability to set social
and econormic conditions for project
approvals as well as environmental
conditions needs to be established to
make sustainability assessment of
projects function as an integrated
process. This may require legisiative
change in the medivm term.” CCI is
supportive of businesses' efforts to
integrate social and environmental
considerations into their projects, and to
demonstrate these and the economic
benefits of their activities to the wider
community (see Business Concerns, and
the Policies in Practice on page 27). But
we would strongly oppose the imposition
of a raft of non-commercial conditions on
businesses as a condition for praject
approval. Such practices have proved in
the past to be ineffective and damaging,
and at times skirted close to blackmail.

With regard to residential building:
"Planning for building development,
especially residential planning, requires
rethinking the existing approvals process
to explicitly support sustainable building
guidelines in terms of placement, access,
shape and arientation.” Again, the
implication is that plans failing to
conform to the plannars' sustainability
values will not be approved.

In the pastoral industry: "There are
significant opportunities for the pursuit of
sustainability to contribute to & viable
future for the rangelands. There is
potential to extend the work of the
Gascayne-Murchison Strategy Regional
Environmental Management Pragram to
other parts of the rangelands to ensure
sustainable management into the longer
term. In addition, such a process could
provide the mechanism by which the
government would recognise
accreditation prior to consideration of
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lease renewal, so that the state in its
capacity as land owner and landlord can
be confident about the likelihood of
future management being consistent with
sustainability principles.”

In government policy setting and
purchasing — "Part of the government’s
leadership role is to ensure that its
agencies embrace and pursue
sustainability principles, supporting a
transition to & more sustainable future
through its considerable influence in
setting policies, making decisions,
purchasing and procurement and
managing its own activities to positively
support sustainability. ” Areas where the
draft suggest that purchasing might be
used to promote sustainability include
recycling, innovation, and renawable
energy. This overlooks the poor historical
record and negative impacts of
governments' attempts to manipulate the
market through it purchasing decisions,
from local content rules to the promotion
of Total Quality Management.

Education and the arts are to be
recruited to sell the sustainability
message, for example: “the arts can be
extensively employed as 8 means to
engendar sustainable community
development goals through problem
definition, communication, collaboration
and celebration. In addition arts and
cultural organisations have the capacity
for reflection, criticism and articulation of
community concerns.”

CCI i= confident that WA's vibrant and
diverse artistic community will continue to
perform such functions. But to argue that
the arts "can be extensively employed as a
means to engender community
development goals”, suggests a directed
propaganda role that is quite disturbing.

It is one of many instances in which
prescriptions of the Draft Report imply a
directing hand in social, cultural and
economic affairs that CCI believes is
excessive, inappropriate and intrusive.

Politics or Policy?

This leads to a final concern about the
ambition and scope of the Draft Report. In
proposing a sustainability framework that
potentially encompasses and evaluates
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almost all activities of governments,
businesses and the wider community, it
proposes in effect a meta-policy, standing
above and behind almost every private and
public initiative.

In the process, it proposes that many
activities and powers of governmeant should
be used to promote the sustainability
agenda. CCI believes that using policy tools
intended for ather purposes in this way
would be intrusive, counter productive,
inefficient and in some cases profoundly
damaging.

CCI is comfortable with the notion that
sustainable development (as properly
defined) has wide application and
relevance, and can be used as a
benchmark and guide in many different
contexts and circumstances.

However, we would oppose the treatment
of sustainable development (or
sustainability) the universal or dominant
paradigm by which all policy is evaluataed
and shaped, as the examples in the
preceding section would imply.

In many situations a dispassionate and
uncontested assessment of what is or is
not sustainable is not possible, because of
subjectivity of assessment, the necessity
for compromise and trade-offs between
interest and abjectives, the impossibility of
satisfying all stakeholders equally, the
inevitability of uncertainty and ignorance
about the consequences of particular
actions, and deeply held disagreements
about how the world does and should
work.

It is because of these complexities,
conflicts and ambiguities that the ultimate
forum for evaluating and approving or
rejecting policy is Parliament, not the
bureaucracy.

The Draft Report emphasises consultation
and stakeholder dialogues, and these can
be useful in providing the government with
the full range of views from the
community, in apprising it of the detailed
concerns of parties whose interest will be
significantly affected by its decisions, and
through these processes in maintaining
legitimacy by being seen to consult.

But consultation is not a substitute for
democracy, nor is accommodating vested
interests necessarily the same as serving
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the broader community interest.

As the government learned to its cost in its
consultation on the Roe Highway
development, even exhaustive consultation
processes do not necessarily guarantee
community support.

The Government’s key responsibility is to
serve the whole community, and
sustainable development is a tool to allow
it to do this better.

But it gains its legitimacy and is held to
account through the ballot box, not
stakeholder dialogues.

Sustainable development must not become
a substitute for the democratic process,
nor a means of elevating a particular
worldview and political philosophy into a
position of presumed superiority over
alternative or conflicting ideas.

The Contribution of Business to Sustainable Development

CCI believes that the Draft Paper
systematically downplays the role of
business and its contribution to the theory
and practice of sustainable development.

Community, Government And The
Market

This is evident in the model (figure 10 in
the Draft Paper, reproduced below) and
discussion of "The interconnection of
cormmunity, government and the market. "
on page 165,

The accompanying text reads:

"The primary function of government
is to provide regulation and
infrastructure, the market’s function
is to provide goods and services-but
neither of these is about the
direction and purpose of
development. The community is the
major provider of the values and
visions for the future. This section

will follow through on the values and
visions set by the community and
will emphasis the importance of
finding partnerships that enable a
true interconnection between
government, market and civil
soclety.”

The market is, in fact, the
“interconnection” between producers and
consumers, the means by which the
community gives expression in the
economic sphere to its goals and needs,
"values and visions”.

It provides a more meaningful, productive
and effective interconnection than can be
mediated by either government or “civil
society”, and responds mare quickly to
changes in community visions and values
than bureaucracy or interest groups are
likely to manage.

Definitions of the term “civil society” differ,

Walues and Visions
{Long Term)

Consumer
Producis and
Services
{Short Term)

CIVIL SOCIETY
Community

GOVERNMENT

Global,
Nafiznal, Local

Regulalions and
Infrastructure
(Medium Term)
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and in its broadest interpretation civil
society is the community. However, CCI
rejects strongly any identification of the
community and “civil saciety” if the latter is
taken to mean the range of non-
government organisations, political and
environmental lobby groups, charities and
special interest that are often termed
“representatives of civil society”. These
agencies cannot speak with authority for
the community at large (rather than the
particular interests within the community
that they represent, which they often serve
very effectively).

We also reject the claim that “civil society”,
by this definition, is able to represent the
leng-term visions and values of the
community. It comprises coalitions of
pecple pursuing particular interests, values
and policies. Many make a useful
contribution to policy debate, while others
provide valuable community services. It is
not CCI's intention to denigrate these
important functions. But individually or in
agagregate, these agencies do not represent
the whole community.

The inference that the market exists as a
vehicle to serve the agendas of
governments and the community’s values
expressed through “civil society” implies a
tractability which also profoundly misreads
the nature of the market. Markets work
because they are an effective dialogue
between contracting parties. Introducing a
third party into the process will mean a
worse outcome for both consumers and
producers.

The Business role in Sustainability
Admittedly, the Draft Paper mentions some
of the achievements of the business
community in developing the concapt and
principles of sustainable development, and
in dealing with the pragmatic difficulties of
putting these principles into practice.

But in CCI's view these important
initiatives are given less prominence than
they merit, with the section dedicated to
"Sustainability and business” comprising
just 15 of the Draft Report's 236 pages
{and three of these comprise an attack on
a misrepresentation of economics rather
than a discussion of business activities -
see Appendix 1 on page 32)

Where businesses' contribution is
recognised, it is perceived as limited in
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scope and recent — for example:

"Individual companies in Western
Australia are also beginning to take
innovative approaches to
sustainability ™ (page 195, emphasis
added).

In fact, many WA companies have bean
developing, elaborating and fine-tuning
approaches to sustainable development
over many years.

For example, consideration of social,
environmental and economic benefits has
been an integral part of the assessment of
resource development by the Water
Corporation (and its predecessors) for over
20 years. Other organisations, such as the
Main Roads and Shire Councils, have also
been incorporating social and
environmental factors as well as cost into
their project assessments.

Industry has also been incorporating
sustainable development principles inta
day-to-day operations. Companies such as
Woodside, WMC, Hamersley Iron,
Mewmont, Shell, BP, Alcoa, Wesfarmers
CSBP and Chevron Texaco have been
incorporating community and
environmental aspects into their operations
{as a quick search on the Internet will
show), and regularly report their social and
environmental performance along side
their financial performance.

CCI's complaint here is not simply sour
grapes that its members are not getting
the credit they deserve. Rather, our
concern is that this lack of recognition of
the achievernents and positive contribution
of business to sustainable development
leads to three fundamental problems with
the Draft Paper's approach to sustainable
development.

Firstly, because it does not recognise the
extensive work already in place, it
proposes a wholly new approach, rather
than seeking to build upon and expand
businesses' existing initiatives, and learn
from their successes and failures. That
approach is to impose from outside a one-
size-fits-all model which CCI believes is
unlikely to deal with the complex, varied,
contradictory and unpredictable problems
that sustainable development principles
confront in real business environments.
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Secondly, it fails to recoanise that the
initiatives businesses have taken are
largely in response to changes in the
business environment.

These include identification of new threats
and opportunities, changes in the
perceptions of the public, customers and
community, reassessment of risk, a better
understanding of the business benefits of
measures consistent with sustainable
development, and the nead to protect and
enhance corporate reputations.

These have been, and in CCI's view will
continue to be, the main factors driving
businesses to pay greater attention to
sustainable development issues.

Thirdly, in consequence, the Draft Paper
places too little emphasis on measures
which will reinforce and encourage
business initiatives in exploring practical
and innovative approaches to sustainable
development, and too much on
government's role.

In combination with the many other
proposals to manipulate and micro-manage
the activities of the private sector (some of
which were outlined under Means and Ends
on page 20) the thrust of the paper is that
businesses must be compelled or cajoled
into conforming to the governmeant's own
sustainability agenda.

The WBCSD's "7 Keys for Success:
Sustainability Through the Market”

The Draft Paper's tendency to downplay
businesses' concerns, initiatives and
achieverments is particularly evident in its
representation of the WBCSD's
"Sustainability Through The Market: Seven
Keys To Success”. These are listed on page
195 of the Draft Paper. The box in which
the WBCSD's '7 keys’ are shown does not
reproduce the original or its summary
varbatim from the source - the language
and descriptions have been altered. In
some cases this is clearly for the sake of
brevity or explanation with little effect on
the intent or meaning of the original. But in
others it has the effect of changing the
emphasis, or even meaning, of the ariginal,
and omitting some of the paoints clearly
intended to be given considerable
emphasis in the original document.

Typically, these redactions have the effect
of presenting the role of business and the

market as more passive, less significant,
and less constructive than the WBCSD's
original. It gives greater emphasise to the
role of government and other actors
besides business, and presents the
initiatives proposed in the ‘7 keys' as
things that should be done, while omitting
the WBCSD's clear inference that many will
be done by businesses acting largely on
their own initiative. It emphasises the
political, social and cultural context in
which businesses operate more than the
original.

Mast mentions of the concerns of
mainstream business economics — the
importance of competitive markets and
consumer choice, free trade, legal
protections of property rights ete - have
been toned down or taken out.

A side-by-side comparison of the WBCSD's
own summary of its '7 keys' and the
version printed in the Draft Paper is given
in Appendix 2. Some of the more telling
differences include:

+« on key 1 {innovation) the WBCSD
argues that "today all businesses must
innovate to survive and to prosper” (ie
they already do it) but that “..
innovators today must innovate openly,
and identify and publicize the values
that underpin their approaches to
innovation. Any innovation process
must be sensitive to the interests of
the public.” This is rendered in the
Draft Paper as "Establish & cuwiture and
capacity for technological and social
innovation to generate sustainable
solutions, products and services.”

« on key 2 (practice eco-efficiency), the
WBCSD's summary begins by
describing eco-efficiency as "a
management strategy that combines
envirormmental and econormic
performance.” The Draft Paper's
summary makes no mention of either
economic performance or management
strateqy.

» on key 4 (provide and inform consumer
choice) the WBCSD makes a powerful
statement about the value of markets
and consumer choice - "Consumer
choice in & transparent and competitive
market economy can fmprove
everyone’s quality of life. Market
choices alfow us the freedom to decide

24 CCI Response to State Sustainability Strategy - Consultation Draft



how best to use our own resources to
anhance our guality of life. Providing
choice is therefore a key part of
promoting sustainable development.”
These points (and all others
emphasising the positive contribution
of markets to sustainable development)
are omitted completely in the Draft
Paper's summary. Also on point 4, the
WBCSD's statement says that
"Business and other stakeholders can
use the media and advertising to
promote sustainability messages,
fastering a consumer culture that helps
people wield the power of demand in a
thoughtful way. ” This is rendered in the
Draft Paper as "Business, Government
and community organisations using
the media, advertising and other
forms of communication, combined
with behavioural change programs
to promote sustainability messages,
fostering a consumer culture that helps
peaple wield the power of demand in a
thoughtful way.” (changes
emphasised). The addition of
'behavioural change programs’ appears
entirely gratuitous.

on key 5 (improve market framework
conditions) the WBCSD re-states the
widely-held views of business about the
importance of appropriate legal
structures to support its wealth-
craation rale. These view are strongly
endorsed by CCI, and are reproduced
here in full:

"Markets depend on a stable and
suppartive framework of public
policy. The rule of law, freedom of
competition, transparent accounting
standards, and a safe social context
all contribute to the ability of
business to create wealth. Mariket
aspects which hinder sustainability
include monopalies, corruption,
perverse subsidies, and prices which
do not reflect real econamic, social,
and environmental costs.

"Legisiation and regulations should
promote competition, effective
intellectual and physical property
rights, reliable contractual terms, fair
and transparent accounting
standards, accountability for
government intervention, freedorm
and demaocracy, and full-cost pricing
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of goods and services. Govermnments’
most effective means towards better
market frameworks is specifving a
deszired resuit rather than paths
towards that result.”

Of these, only the explicit market
failures are mentioned in the Draft
Faper: "Market aspects which hinder
sustainability include monopolies,
corruption, perverse subsidies, and
prices which do not reflect real
economic, social, and environmental
costs. ", and the implication is that only
these need to be addressed through
legislation and regulation: "Legisiation
and regulations to address these
market faifures are required in order
for business to help achieve
sustainability” , not the positive
framework for competition, protection
of property rights and emphasis on
outcomes not processes which are the
main thrust of the WBCSD's position.

on key 7 ("make markets work for
everyone™ the WBCSD's key message
is that bringing the poor into effective
market frameworks is the bast way to
alleviate poverty. This is entirely
overlooked in the Draft Paper's
analysis, which chooses to interpret the
proposal as a call for re-distribution
and technology transfer. The WBCSD
summarises this argument as:

"Poverty is one of the single largest
barriers to achieving sustainability
through the market. The 2.8 billion
people living on less than two dollars a
day have little or no access to the
market to improve their lives. The
market does create enterprises and
Jobs, but there will be rewards for
companies who deliberately create more
oppartunities and a better quality of life
for the poorest. Many of these
opportunities will lie in the areas of
healthcare, water, housing, nutrition,
electricity, education, appliances and
sanitation.

"Protectionism makes it harder for
business to seize such opportunities.
"Making the market work for everyone
involves two basic measures: enabling
access to effective markets and
spreading consumer purchasing power.
Many successes are based on
partnerships between businesses and
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governmeant or civil society
organizations - or often on alliances
invalving all three.

"Our vision is that as society
approaches a balance among economic,
environmental and social sustainability,
markets will become transparent,
stimulate innowvation, and be catalysts
for change toward a better quality of life
for evaryonea.

"Realizing this vision may require that
business acts on opportunities and
responsibilities that may have
traditionally been considered outside
the realm of the market. The primary
function of business - to create wealth
via its economic activities — will not

change. Yet business must work with
government and civil society
organizations to determine what roles
are best for business and what roles
best left to the other sectors.”

This is interpreted in the Draft Paper as:

"Ensure that new technologies and
sustainable goods and services are
affordable to all in society, and that
they are transfarred to developing
regions of the world to alleviate poverty
and increase intra-generational equity.”

In combination these changes serve to
misrepresent the policies that they purport
to report. They omit or downplay many of
the maost important of the WBCSD's points.

26
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Business Concerns, and the Policies in Practice

The preceding two sections outlined CClI's
in-principle concern with the concept and
definition of "sustainability’, particularly as
proposed in the Draft Report. It outlines
CCI's support for the more clearly defined
and widely recognised concept of
‘sustainable development’.

This section expands on our concermns
about how it might work in practice,
particularly in the business environment or
with respect to issues that affect CCI 's
members directly.

Sustainability Assessment

The Draft Paper argues that "sustainability
assessment is not meant to provide
another set of barriers or ‘hoops to jump
through™ (p.36), but CCI is concerned that
this is what the Draft Paper in fact
proposes.

It is vital that any sustainability
assessments for any plan, policy, program
or project (or, as the Draft Paper
abbreviates it, PPPP) is not overly onerous,
unpredictable, time consuming or anti-
development.

WA needs a system of development
approvals that is simple, predictable and
transparent, and allows the State as a
whole to grow and develop in a sustainable
manner and contribute to sustainable
development in the rest of the world.

There will be substantial negative social
and environmental as well as economic
effects if projects are unnecessarily
delayed or costs increased because of
sustainability assessment. CCI is especially
concerned about the burden that could be
placed on smaller businesses and others
that do not have the resources or the
capacity to enter into a complex and
opaque sustainability assessment process.

CCI is particularly concerned to draw a
clear distinction between:

+« the sustainability assessment which
government may undertake in
evaluating PPPPs which are the
initiative of its own departments and
agencies;

+ the sustainability assessments which

the business sector and other non-
government sectors may choose to
undertake — and which larger
businesses in industries such as mining
are increasingly choosing the
undertake - in evaluating and
supporting their own proposals (often
in co-operation with government); and

+ the requirements that proponents of
business and other initiatives must
comply with in order to gain approval
to proceed.

CCI believes that it is appropriate and
beneficial for government agencies
(including governmeant business
enterprises) to undertake sustainability
assessment of its own proposals and
activities.

As addressed on page 16 above, we view
properly defined sustainable development
assessment as an appropriate extension of
the cost-benefit analysis that should
precede and support all significant
government initiatives.

The fact that such assessment processes
are already in place in many agencies, and
have been used for many years, is
indicative of the fact that such assessment
is established practice.

CCI is also broadly supportive of the
sustainability assessments, triple bottom
line analyses and other initiatives being
undertaken voluntarily by a growing
nurnber of business enterprises, especially
larger corporations in industries such as
mining and manufacturing.

Two of the examples quoted in the Draft
Paper illustrate the initiatives already being
undertaken in WA, namely Hamersley
Iron's adoption of sustainability
assessment as an "an internal decision-
making process”, and the exhaustive
sustainability assessment being undertaken
of the proposed Gorgon project.

As noted previously (p 23) other
organisations such as WMC, Newmont,
Alcoa, Shell, Woodside and BP are
evaluating their day-to-day operations in a
sustainable development context and
willingly reporting their performance in
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public annual reports.

Such voluntary initiatives by the private
sector are important to businesses in
demonstrating the benefits of their
business, identifying ways of adding valug
to their operations, and establishing
community support and understanding of
their cperations.

Froponents of new proposals can be greatly
assisted in this process by the active
support and invalvement of government,
both because of the expertise and
exparience it can bring to bear, and for its
credibility as an impartial assessor acting
in the community interest.

CCI believes that such voluntary
assessments will continue to become more
widespread and commaon, and that
government has a role in supporting and
encouraging this process.

But technigues such as triple bottom line
accounting are still relatively new, with no
autharitative standard on how the social
and environmental bottom lines are to be
measured, still less how then can merge
inte one. As Roger Kerr has said:

"Financial reporting has evolved over
centuries to provide meaningful
infarmation about company
profitability, but even so accounting
practices can be controversial and
subject to change. No one has the
foggiest idea how to go about
environmental and social reporting in
an equally rigorous way, let alone
how to lump three bottom lines
together meaningfully. Nor is it
ohvious why three bottom lines
should be preferred to four or five -
including things like ethics and
corporate governance. There are
serfous risks that by going down this
path companies will neglect their
prime duty to create shareholder
value, waste money on consultants
and corporate bureaucracies, and
create multiple objectives which biur
the accountability of boards and
management for performance. ™

This may not be an insurmountable
prablem for businesses undertaking
sustainability assessment for their own
purposes and on their own initiative.

However, there is a major difference

between the activities which businesses

undertake on their own behalf - often to
pravide evidence in support of a major
project, and especially in industries like
mining with above-average environmental
and social sensitivities — and the
requirements which they are obliged to
meet in order to gain permission to
proceed.

CCI does not support obligatory
sustainability assessment reporting which
makes project approval contingent on
demonstrating positive benefits on hard-to-
measure, subjective and often contentious
criteria such as social value.

This point was made in CCI's submissions
to the Review of the Project Development
Approvals Systems (the Keating Review),
which produced its final report in April
2002, While CCI was broadly supportive of
the intentions and direction of the Keating
review, it expressed reservations about its
proposals on sustainability.?

Scope of Assessments

The Draft Paper uses the Keating review as
its starting point to determing where
sustainability assessment might be applied
in the private sector:

" It is proposed that sustainability
assessment will begin by focusing
on state significant projects, as set
out by the Review of Project
Development Approvals System.
These are projects with a high level
of formal environmental assessment
or are of significant public interest.”
{p.38, emphasis added)

But the Keating Review assigned less
likelihood and importance to extending the
system beyond 'state significant’ projects:

"Given the complexity and patential
costliness associated with attermpting
to assess sustainability, at least in
the short term, and, as smaller
developments will most likely have a
commensurately smaller impact, it is
suggested that only the proponents
of major developrments should be
asked to provide to government and
public a statement of the impact of
the development in terms of
sustainability. (p.118)

To the extend that the government's
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sustainability framework is extended to
smaller and less significant projects,
Keating envisaged that it would be
government operations, not business
requirements, that will be the main engine
of change:

"For smaller projects the economic
and social impact will typically be
relatively insignificant, although
some small projects may still have a
significant impact on their local
environment, especially if their
collective impact is taken into
account. As government moves to
implement its policies for
sustainability, the main changes that
can be anticipated for smaller
projects will be a change in the way
government fulfils its responsibilities
for development. Smaller proponents
may experience relatively little
change in the information demanded
of thermn when seeking approvals, but
more will be expected of larger
proponents.” (p.108)

although:

"It may be that as the new
integrated approvals system beds
down, the opportunity will arise to
expand the system to smaller
projects and/or to urban
develpprments.” (p.119)

This emphasis on using government's co-
ordinating capacity for achiaving
improvements across social, environmental
and economic activities, rather than
requiring that each initiative itself
demonstrate social, economic and
environmental benefits, is broadly
consistent with CCI's understanding of the
means to achieve sustainable development
outlined in on pagel6.

The Keating Review also made the point
that:

A key risk to proponents is one of
increased expense and delays
associated with a new sustainability-
based assessment and approvals
process where the objectives, roles
and responsibilities, and processes
are unclear. If the requirements for a
sustainability-based assessment are
wall defined, however, such an
assessment could avoid unnecessary

A
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delays by providing a maore halistic
approach to a developrment.”
(p. 105)

Yet, as the Draft Paper concedes, "Not all
large projects could begin to be assessed
using sustainability assessment as the
processes are yet to be properly
developed.” (p.38) CCI does not support
compulsory sustainability assessment, and
would be particularly opposad to
compulsory assessment for any large
project until such time as clear and well-
defined processes are properly developed.

Compulsory Sustainability Assessment

This leads to a more pragmatic
consideration of sustainability assessment.

Although CCI does not support compulsory
assessment, it recognises the political
reality that the Government may choose
nonetheless to proceed with it.

In that event, CCI believes that the
following consideration should shape the
design of policy, echoing the Keating
Review's caution on the need for clarity
and definition. The assessment process
must also be consistent and equitable,
giving proponents confidence that approval
will be granted if their projects meet
specified criteria.

To achieve this, the assessment process
should establish the minimum
requiremeants for proponents. Some
proponents will exceed the minimum
requirements in response to the nature of
the proposal, its location or its technology,
while others, in meeting the requiremeants
will be able to establish that their project
meets sustainable development criteria.

The transition from the existing systemn of
minimising environmental impacts for net
economic benefit to a system that strives
for net environmental, social and
environmental benefits should occur over a
period long enough to allow for adjustment
and correct for mistakes.

CCI is very concerned that the
development of a sustainability assessment
process under the Draft Paper's proposed
definition of sustainability may hinder
beneficial development of key
infrastructure such as transport networks,
power generation, schools, commercial
centres, water collection and storage
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assets, waste management facilities and
industrial processing facilities that are
necessary to sustain our communities
because:

+ They may not be able to demonstrate
simultaneous social, environmeantal and
economic benefits.

s The assessment system will be so
onergus that proponents will
discouraged from entering it.

s Mitigation requirements to ensure net
benefits across all three criteria will be
expensive and beyond the competence
and core business of the proponent.

+ This in turn will undermine
competitiveness.

+ The consultation process will result in
‘stakeholder fatigue’ and an overly
lengthy process for no significantly
better outcomes (see below).

+ The consultation process will
undermine the established democratic
process and property rights (see
ahbove).

Table 2 on page 37 of the draft strategy
lists possible criteria for a sustainability
assessment, from a ‘positive’ and a
‘negative’ perspective. CCI provides
cautious support for the nature of the
criteria and suggests that the criteria
should be progressive, ie be managing the
negative criteria with a view to the
achieving positive criteria.

For example, using two of the criteria
proposed on page 37:

+ Minimises impacts on access, equity
and human rights in the provision of
material security and effective choices
with a view to increasing access,
equity and hurman rights in the
provision of material security and
effective choices

+ Minimises the damage to biodiversity,
ecological integrity and life support
systems with a view to improving
bicdiversity and ecological integrity and
building life support systems.

Proponents would meet the ‘negative’
criteria as a minimum, but identify and
negotiate areas where they can promote
positive autcomes.

CCI notes that industry has already taken
the initiative and several sectors have

developed and are further developing their
own principles for sustainable development
performance, including the business sector
through WBCSD and the mining and
minerals sector through the International
Council on Mining and Metals. The ail and
gas sector are currently developing
principles based on existing codes and the
principles developed by the mining and
minerals sector. Much of this work has
been undertaken on a global scale to fit the
particular needs of each sector, further
emphasising that a one size fits all
approach will be to the detriment of the
aims of sustainable development.

WhA's sustainable development cannot be
viewed only in isolation. Qur ability to
contribute to sustainable development
globally, and particularly in developing
countries, also needs to be taken into
account.

Careful consideration should be given to
the recommendations from the Keating
Review to ensure the key requirements for
an efficient process are incorporated into
the new process. Review of existing
established processes, such as that of the
Water Corporation, should also be
undertaken.

CCI believes if an assessment process is to
be imposed, it should be developed in close
consultation with stakeholders, particularly
with industry and government proponents
who will be required to navigate the
systemn. It should be a governmeant-lead
pracess in which inputs and consideration
from wider non-government organisations
are not given disproportionate influence
relative to their stake in the process.

Government needs to show leadership and
ensure that the process is not overly
oneraus or anti development.

CCI strongly believes that using citizen's
juries for complex-planning decisions does
not provide equitable, cost efficient or
balanced outcomes. Rather, it is likely to
be expensive, protracted, and
unpredictable, and not safeguard against
perverse outcomes that would be difficult
to implement.

CCI would participate in an Industry-
Government working group on Sustainable
Development Assessment if Proposed
Action 1.2 is implementad.
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In summary, in the event that recommendations
sustainability assessment is implemented, +« Be clear, consistent and equitable
the process should: +« Be appropriate for the level of
) _— development
* E;:Jg‘e?ni?ﬂ::lﬂmg examples and » Be government lead rather than
. Take heed of the Keating Review community driven

» Be consultative
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Appendix 1: Economics and Sustainability

Draft Paper Text

CCI Comment

Changes in the approach 1o economics recsgnises
that neo-liberal economics contains many
assumptions that are false and that undermine
efforts to protect the envirenment and achieve
sustainability. For example, the following
assumptions have been commaon in conventional
economic theory:

Economist J. Bradford DeLong has pointed out
that, "As with any intellectual and policy
movement named by its adversaries, it is sort of
hard to figure out what neoliberalism is, ™

Andrew Norton argues that while It may not be
clear what the term "neclieral’ imglies of the
people it is used to describe, it helps to describe
the people who use it:

“Using ‘neoliberal’ s code for 'T am a left-
winger who does not like markets'. Itis a
leftist version of the secret handshake; a
signal that the reader is with feliow
travellars, It is especially useful for
academics seeking overseas recognition
and the globalised anti-globalisation
movemnent™?

The opening sentence infers:

& that "conventional economic theory™ and
“neo-liberalism” are the same, 2 claim that
most "conventional economists® would
contest,

« that there has been a mass conversion within
economics because Its “assumptions” are
now knows 1o be “false”. This Is wrong.

« that the "assumpticns” listed below are those
of "conventional economics” or "neo-
lieralism® ar both. In fact, CCI is not aware
of any school of economic thought based on
these assumptions.

These opening sentences set up and attempt to
refute a distorted 'straw man’ misrepresentation
of conventional economics which bears no
relationship to the discipline as actually practiced.

« the economic system is separate from
ecological systems

This statement is in one sense trivially true - the
economic system is of course part of ecological
systems, but so are the laws of cricket and the
deliberations of theologians. Identifying them as
such does little to help analyse or evaluate them,
nor does it establish some priority or superiority
of ecological over economic values, as the
statement might Infer,

If, howewver, it argues that economics takes no
account or the dependence of economic activity
on natural resources, or of the interaction of
economic activity on the environment, then it is
wrong. Perhaps the most widely quoted definition
of economics is “the science which studies human
behaviour as a relationship between ends and
scarce means which have alternative uses”
{Robbins 1935). "Conventional” economics
textbooks have for decades addressed pollution
and externalities, common goods, property
rights, rescurce depletion and innovation etc.
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«  trends in prices show there are no limits to
resources because technology and Innovation
will always find replacements for scarce
FESOUFCes

Economists argue that, when a resource become
scarce relative to the demand for it, its price
tends to increase. This in WM CAUSes CONSUMErs
to reduce demand and producers to search for
new sources and substitute goods. The histarical
evidence supporting this view is widespread and
persuasive. Some go further and argue that this
process is so effective that there Is in effect no
meaningful physical limit on available natural
resources. This is a more controversial pasition,
but merely asserting that it s “false” does not
make it sa,

« access to Information te guide consumer
choice is perfect

Perfect informatien is a technical condition far
perfect competition, but this a model, not a
description of real markets.

« the value of a resource, good or service
today is always greater than its value in the
future.

The value of future use of a good or service may
be more or less than its present value. However,
its is generally the case that, other things being
equal, present consumption is preferred over
future consumptien. This is not because the value
of the resource is assumed to be greater now
than in future, but because there s a risk that
future benefits will not be realised than does not
attach to immediate consumption. An asset's
owners may die, the asset may be stolen or
otherwise taken from them, or the asset's
technology might become cutdated or be
superseded. See also below.

Mew approaches to economic theory acknowledge
that:

« the economy is a creation of and is contained
within the society and that the society is a
creation of and Is intimately connected with
the ecology

see above

« materal, energy and water flows in the
global economy are currently not sustainable
and have exceeded the carrying capacity of
the planet

]

This is & circular argument - the "unsustainable
nature of the current global economy is surely a
proposition to be proven, and, If proven,
addressed as a policy issue.

« consumers and producers usually act in the
absence of information, particularly
infarmation on the ecological and social
consequences of a decision

This has long been acknowledged in mainstream
2Conomics.

« discounting procedures in economic policy
work against inter-generational equity, and
can result in perverse ecological and social
Impacts.

Discounting is entirely rational (see above), and
need not work against inter-generational equity.
Howewver, it can be problematic assigning values
to benefits and costs expected be Incurred over
very long timeframes. The literature suggest
many possible solutions, including variable
discount rates

This new approach to economics will
fundamentally redefine how we concelve of
progress and development. We will begin to see a
new direction in economic development emerge.
Alternative approaches to the economic
assessment of private investment decisions and
government policy will become standard and will
help drive society toward sustainability.

This may be the author's view, but it is not
supported by argument or evidence.

Alternatives to Gross Domestic Product (GOP) will
also become Important in measures of eco-
efficiency. For example, currently eco-efficiency

This is another straw man. The deficiencies of
GDOP as a measure of economic well-being are
very widely acknowledged. Maore comprehansive
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at a macro-economic level is determined by the
amount of material, energy and water reguired to
produce a unit of GDP. More accurate measures
of eco-efficiency will use alternatives to GDP that
are capable of reflecting human progress in an
ecological context as the coefficient in eco-
efficiency rathos.

measures have not vet been developed because
of the difficulties of measuring certain key items
accurately, and the necessary subjectivity in
choosing the weights of different components of
alternative welfare measures.

The Issue of materals productivity is discussed
on page 11.

... The Dow Jones Sustainabllity Index and other
similar indices are showing consistently higher
rates of return for investors than traditional
indexes. The scale and rate of growth of the
global ethical investment sector, and the
incorporation of sustainability principles into the
Investment behaviours of the market In general
has enormaous implications for the development
and transfer of sustainable technologles and
businesses, Government has an important role to
play In encouraging the direction of a greater
proportion of capital to sustainability. In
particular, small and medium size businesses
often have difficulty accessing ethical investment
funds, and government can play a useful role in
linking Western Australlan innovations for
sustainability with these funds.

The apparently superior performance of ethical
investment and similar finds ocbserved in the late
19905 took something of a battering in the past
couple of years, as the high-tech and high profile
businesses they tended to favour suffered
disproportionately in recent share market
corrections.

CCI recognises that these initiatives reflect a
legitimate desire on the part of some investors to
direct their finds towards some types of business
and away from others. However, we think that
the paper may be over-stating their significance
- though fast-growing {until recently at least)
they still represent a small proportion of all .

We do not support a role for governments in
"encouraging the direction of a greater proportion
of capital to sustainability”, because of the
subjective and personal nature of judgements
about ethical or sustainable investment, and
because determining these values is the
prerogative of investors.

... The structure of the economy Is partly
determined by the subsidies and indirect support
that has been used to attract and support
particular industries. A 1996 study of subsidies
by the Commonwealth Government in Australia
was able to identify $13.7-14.8 billion that are
provided for the use of natural resources. These
subsidies are often important in maintaining
international competitiveness, supporting new
Industries and jobs and can enable the state to
ensure that the economy mowes in a particular
strategic direction. However, they also distort the
market, and can encourage unsustainable
patterns of development.

Through the Department of Industry and
Technelogy and the Small Business Development
Corporation, government provides a range of
incentives and support measures to assist in the
development of business in Western Australia.

There is potential to guide the allocation of these
measures to promote sustainability.

CCI has always been sceptical of the benefits of
maost forms of government subsidies for industry.
Subsidies have a poor record of supporting new
industries and jobs, and we believe that the
shape and composition of economic activity is
best left ti individuals, businesses and
entrepreneurs to determine, and should not be
made to conform to a "particular strategic
direction”.

Introducing additional sustainability criteria into
existing support schemes is likely to lead to
multiple and conflicting objectives and reduce the
capacity to judage the effectiveness of schemes.

However, we agree that perverse Incentives can
distart the market and encourage unsustainable
development, and would endorse the World
Business Council for Sustainable Development’s
view that “The market system needs accurate
and timely price signals so that resources are not
wasted and future opportunities squandered. ™
This will typically mean fewer subsidies, and
matching costs and prices.

The government can take a lead in generating
the necessary financlal reforms and economic
polickes for sustainability. For example, over the
leng term government could progressively
intraduce the triple bottom line to the State
budget, and could develop a full cost accounting
system that better reflects the envirenment and
social costs of decisions. The state government
also has slgnificant reserves at its disposal and
has the potential to stimulate markets in the way

CCI agrees that the government can set the lead
in Introducing sustainable development though Its
own agencies — many are far advanced in this
already.

However, we would have strong reservations
about directing the treasury’s Investments
towards political ends. Its primary responsibility
Is good stewardship. The history of ideclogically
driven government investment decisions in Wa
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it invests these reserves and in the banking and
finance decisions It takes. The Department of
Treasury of Finance could examine how it may be
able to help drive the shift to sustainability
through its financial decisiens on issues like
reserves, investment and banking decisions.

and elsewhere is not a happy one.
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Appendix 2: WBCSD and Draft Paper Summ

ary Compared on “7 Keys to Success”

WBCSD Original

Draft Paper

Key 1 Inno

Today all businesses must Innovate to survive and Lo prosper.
Bath technological and social innovation can do much 1o
improve quality of life and address the depletion of rescurces
and the bulld-up of pellution around the world. Yel innovators
today must innovate openly, and identify and publicize the
values that underpin their approaches 1o Innovation. Any
innovatien process must be sensitive to the interests of the
public.

vate
Establish a culture and capacity for technological and
social innovation to generale sustainable solutions,
products and semvices.

Key 2 Practice eco-efficiency

Eco-effcency s a management stralegy that combines
envirenmental and econcmic performance. The strategy
enables more efficlent production processes and better
products and senvices while reducing resource use and
pollution. In short, it is crealing more value with less impact.
Eco-effciency can open up significant business opportunities.
Its pre-eminent goal is to grow econcmies qualitatively, rot
guantitatively. The WBCSD has developed a framework that
companies can use to measure and repart progress toward
eco-efficency.

The World Business Council on Sustainable
Development defines eco-efficlency as being
“achieved by the delivery of competitively priced
goods and services that satisfy human needs and
bring quality of Kfe, while progressively reducing
ecologlcal Impacts and resource intensity throughout
the life cycle, to a level at least in Bne with the Eath's
estimated carying capacity.”

There are three areas that are ciitical to practicing
eco-efficency:

= reducing resource use, impacts, and operational
cosls

= cooperation between companies lo improve cost
efidencies while moving towards a zero waste target;
= delivering better design and functions for kower
impact in use and higher market share.

Key 3 Move from stakeholder dialogu

The dialogue among business, clvil soclety, and govermnments
has matured notably since the 1992 Rio Earth Summit. Mow
the tirme has come to move beyond talking to one ancther to
acting together for the purpose of sustainable development.
Partnerships for progress are bullt on common goals, empathy,
open leedback, flexibility, ability to compromise, and sharing
rewards. Such alllances can offer business, govemment, and
civil soclety new solulions to common concemns facing us all.

Innovation, eco-efficdency, dialogue, and partnerships have
becoms familar slements of business action on sustainable
development. The practices have been proven effective, but
nat yet at a scale sufficient to make a real difference. The next
four keys represent a much towsgher challenge for business and
it partners in government and civil society.

es to Eartnershigs for progress
Promate the establishment of partnerships for

progress which are bullt on common geals, empathy,
open feedback, flexibility, ability to compromise, and
shared rewards. Such allances can affer business,
government, and civil society new solutions to
common concenns facing us all.
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WBCSD Original

Draft Paper

Consumer cholce in a transparent and comgpetitive market
econoimy can mprove everyone's guality of life.

Market cholces allow us the freedom to decide how best Lo use
our awn resources to enhance our qualty of life. Providing
cholce s therefore a key part of promoting sustalinabde
development. Business and other stakeholders can use the
media and advertising to promate sustalinability messages,
fostering a consurner culture that helps people wield the power
of demand in a thoughtiul way. Companses increasingly find
that they must communicate the values and principles on which
they basa thelr operations — values thal their stakeholders can
entify with over the long run. Individuals will change their
consumgtion praclices when they realze that they can gain
added value from sustainable behavior in terms of financial
benefits, quality of ife and security. Consumer cholce helps
achieve sustainabdlity via a triple-win: by improving guabty of
life for consumers, by reducing environmental and soclal
impacts and by increasing the market shane of sustainability-
minded companies.

Business, Government and community organisations
using the media, adveriising and ether forms of
cemmunication, combined with behavicural change
programs to promote sustainability messages,
fostering a consumer culture that helps people wield
the power of demand in a thoughtiul way.

KIE[ 5 Imumve market fra
Markals depend cn a stable and supportive framework of

publie policy. The rule of law, freedom of competition,
transparent accounting standards, and a safe social context all
contibute to the ability of business to create wealth, Market
aspects which hinder sestainability include manopolies,
corruplion, perverse subsidies, and prices which do nol reflect
real economic, social, and environmental costs.

Legislation and regulaticns should promote cempetiion,
effective intellectual and physical property Aghts, rellable
contractual terms, fair and transparent accounting standarnds,
accountability for government Intervention, freedom and
democracy, and full-cost pricing of goods and senvices.
Governments' most effeclive means towards better market
frarmeworks is specifying a desired resull rather than paths
lowards that result.

mework conditions
WMarket aspects which hinder sustainability include
monopolles, perverse subsidies, and prices which do
not reflect real econcmic, soclal, and environmental
cosls. Legislation and regulations to address these
market fallures are required in order for business to
help achieve suslainabllty.

Key 6 Establish the \
The market system needs accurate and tmely price signals so
that rescurces are not wasted and future opportunities
squandered. We can improve our markets so that they reflect
the true costs of environmental geods and services and social
impacts. Often this is by moving towards full-cost pricing —
Including removal of perverse subsidies, often it ks by new
property regimes. Economic instruments such as tradable
permits can encourage business towards constant
environmental improvements.

Proper valuation will help us maintain a diversity of species,
habitals and ecosyslems; consenve natural resources,
presene the integrity of natural cycles, and prevent the builkd-
up of toxic substances in the environment. Realistic picing is
the optimal means of supporting change in the market.

worth of Earth
Create accurate and timely price signals so that
resources are consen/ed and future opporlunities are
not sguandered. Markets should reflect the true
envirenmental and soclal costs of geod and senvices,
requiring the removal of perverse subsidies. The use
of economic instruments such as tradable permits are
recommended_

Key T Make the market work for everyone

Paverty s one of the single largest barrers o achlieving
sustainability through the market. The 2.8 billion people living
on less than two dollars a day have little of ne access to the
markal to improve their lives. The market does create
enterprizes and jobs, bul there will be rewards for companies
who deliberately create maore opporunities and a better guality

Ensure that new technologles and sustainable goods
and services are affordable to all in socety, and that
they are transferred to developing reglons of the world
to alleviate poverty and increase infra-generalional

aquily.




Y
ML chamber of Commerce and Ind

WBCSD Original

Draft Paper

of ife Tor the poorest. Many of these opportuniies will Be in the
areas of healthcare, water, housing, nutntion, electricity,
education, appllances and sanitation.

Protectionism makes it harder for business to seize such
opportunities.

Making the markel work for everyone Involves two basle
measures. enabling access lo effective markets and spreading
consumer purchasing power. Many successes are based on
parinerships between businesses and government or civil
soclely organizations — or often on allances Involving all three.

Qe vision ks that as society approaches a balance among
economic, environmental and soclal sustainability, markets will
become transparent, stimulate innovation, and be catalysts for
change toward a better quality of life for everyone. Realzing
this vision may require that business acts on opportunities and
responsibiities that may have traditionally been considered
outside the realm of the market. The primary function of
business — to create wealth via its econcmic activitles — will not
change. Yet business must work with government and civil
sociely organizations to determine what roles are best for
business and what roles best left to the other seclors.

Wie are convinced that it is in our enghtened sell-interest to
ensure the realization of an inclusive and effective global
market system.

Business cannot succeed if the society around us fails. We
musst fully engage the entrepreneural spirlt of commerce in
order o profit from solutions that transcend barders — be they
geographic, cultural, or economic. Through responsible
entrepreneurship progress towards sustainablkty can be won
for all.
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Appendix 3: Economic Growth and Environmental Quality

A popular theory of the relationship between
environmental quality and economic growth
is the environmental Kuznets curve. This Environmental Kuznets Curve
suggests that there is a U-shaped
relationship between environmental quality ry
and GDP, with environmental quality High
deteriorating as an economy grows from
very low levels of development, but
impraving steadily beyond a certain point,
generally estimated at a per capita annual
income of around US$5,000 to US$8,000
(Ilustrated in Figure 1). Australia’s per
capita income is well in excess of this range,
suggesting that it is likely to be in the
income range where environmeantal quality
increases as income rises.

Figure 1

Pollution

The rationale for the environmental Kuznets Low

curve is fairly straightforward. Societies with Low Highh
very low income levels are assumed to place Per Capita GDP

a higher premium an additional

consumption than on protecting the
environment, but beyond a certain point, the marginal utility of addition consumption falls
relative to that of better environmeantal amenity.

Another factor that might produce or contribute to the envirgnmental Kuznets curve is the
changing composition of industrial production at different stages of development - from

Figure 2

PER CAPITA GDP AND ENVIRONMENTAL QUALITY
Aggregate Encironmental Quality Index
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subsistence agriculture that accounts for the bulk of economic activity in the least-developad
economies, through the greater proportion of manufacturing and processing in developing
economieas, to a preponderance of services in the richer economies. Typically, manufacturing
and related activities genarate more negative environmental impacts that service industries
and (sometimes) subsistence agriculture.

Technological and institutional factors might also contribute to the environmental Kuznets

Table 1
Income and Environmental Performance Indices
GDP* Environmental Performance Indices**
Living
Actual | At PPP Air Water Land Resources | Aggregate
Ethiopia 120 310 20 fals} 67 75 218
Bhutan 190 510 39 54 70 93 256
Tanzania 110 540 50 S0 103 G 341
Mozambigue a0 820 56 88 112 102 378
Malawi 200 B70 93 118 122 111 3562
Zambia 420 810 87 115 123 114 439
Bangladash 210 1050 77 89 109 91 366
Kenya aro 1120 85 127 130 121 463
India 260 1150 105 132 143 127 507
Migeria 280 1420 75 106 114 105 400
FPapua NG 880 1500 54 g1 100 a4 28
Ghana 380 1720 93 124 129 118 464
Fakistan 380 1770 105 131 144 128 508
China 370 1850 98 127 151 153 529
Philippines T30 2320 a3 113 123 118 447
Jamaica 1500 3030 114 168 193 158 633
Egypt &00 3100 g2 134 118 Q7 441
Paraguay 1110 3120 84 117 123 119 443
Tunisia 1.440 3979 128 158 161 142 589
Jordan 1240 4530 85 131 138 110 474
Thailand 1420 4610 g8 113 124 109 440G
Brazil 2680 4780 113 127 130 123 15
S.Africa 2530 5500 135 165 173 145 G619
Korea 5400 7120 150 170 189 177 686
Bulgaria 2,250 7900 168 168 190G 185 7h0
Trinidad 3610 8510 118 149 159 138 564
Ireland 9550 9130 203 223 229 216 871
Metherdands 17320 14800 219 226 229 226 800
Finland 26040 15620 214 225G 231 220 aa4
Germany 22320 16520 236 242 241 232 851
Switzerland 32 680 21890 231 240 238 238 847
*per caplta, in real US 1990 dollars. At PPP is adjusted for purchasing power parity.
“Maximum values are 250 for each separate index, 1000 for the aggregate
Source: “Environmental Regulation and Development: A Cross-Country Empirical Analysis® by Susimita
Dasgupta, Ashoka Mody, Subhendu Roy and David Wheeler, World Bank, February 2000
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curve. Developed economies may have access to pollution controlling technolagies not readily
available in less developed ones. Institutions such as regulatory frameworks and data
collection agencies may also be more effective.

Intuitively plausible though this theory is, the evidence for it is mixed. According to a recent
study'!, the result of empirical analysis have varied depending on whether the study examines
a cross section of countries at a point in time or a time series for particular countries, and
whether the variables measured are GDP and environmental quality levels, or changes in
those levels. Some pollutants show a close positive relationship with income across all income
levels while others show a close negative relationship. Lack of reliable and comparable data
across countries and over time makes comparisons difficult.

"Confronting the Environmental Kuznets Curve”, also found tentative evidence of two
important and positive aspects of the relationship between environmental guality and
economic growth — the curve may be flattening (ie for each given level of per capita GDP, the
associated pollution level is lower than it was previously) and moving leftwards (the point at
which pallution levels start to improve is occurring at lower income levels than in the past.

They found that:

"In light of recent research and policy experience, the most plausible long-run forecast is for
rising, not falling, environmental quality in both high- and low-income economies. Indeed, it is
likely that the environmental Kuznets curve has begun to flatten downward under the
combined impact of economic liberalization, improved information, and more stringent and
cost-effective approaches to regulating pollution under developing-country conditions.”

Although the authors discuss a range of possible risks to this scenario, they conclude that they
are "cauticus optimists” about the possibility of achieving simultaneous economic growth and
environmental protection.

Sorme of the authors of "Confronting the Environmental Kuznets Curve” were also involved in a
World Bank study*® comparing real per capita GDP (adjusted for purchasing power parity) with
a composite index of environmental policy comprising measures of regulation of air, water,
land, and living resources for 31 countries. It found a fairly straight linear relationship, rather
than a curve - the composite environmeantal policy index improved as incomes increased
across all income levels, both for the aggregate index and for its components:

"Our results do not support the conventional assumption that environmental regulation only
emerges in the middle stage of development. Instead, we find a continuous relationship
betwesan requlation and national income per capita. In our regressions we get a better fit when
national incomes are adjusted for purchasing power parity. The income elasticities of our
indicators are positive and highly significant in all environmental dimensions. Our results
suggest that protection measures for land and living rescurces precede those for water; action
for reducing air pollution comes later.” (pp 22-23).

The agagregate results are represented in chart form in Figure 2, while Table 1 provides the
source data including the components of the aggregate index.




Endnotes

* This position s presented, and |s explained in more detail, in a joint CCL/CME Industry Policy released in
December 2001 "Developing WA's Future”
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observation about motivation: people are more likely to take an interest in a process when they consider
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