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CHAPTER I

ENVIRONMENTALLY SOUND AND SUSTAINABLE DEVELOPMENT
AND THE ILQ

Environment and the world of work

The protection of the general environment, including lands, water, 
forests and other natural resources, as well as the air we breathe, has 
acquired widespread support in recent years. The conservation of the world's 
resources has become a prerequisite for the satisfaction of basic human 
needs. This has called for action at the international level and for 
cooperation and coordination between all nations. Consequently, the role of 
the United Nations system in this direction has been reaffirmed.

Matters pertaining to environment and development have been inherent in 
the ILO's mainstream activities ever since the creation of the Organisation in 
1919. However, in recent years Increasing attention has been devoted by the 
ILO to this subject, including expansion of environment-related activities in 
the fields of employment, management and training, the working environment, 
industrial relations, sectoral activities and tripartism.

Sustainable development has thus become a fundamental theme in the 
various ILO programmes. As indicated in the Report of the World Commission on 
Environment and Development (WCED), entitled "Our Common Future", the concept 
of sustainable developnent has become the basis of economic and social 
development. The concept is viewed from various perspectives, notably ilmfi, 
i.e. present and future generations; nfisdfi, i.e. meeting the basic needs of 
the world's poor; the limitations of technology and social organisation; 
equity, within and between countries; integrated approaches to policies and 
actions; natural resource management; and anticipation and prevention as 
well as rehabilitation.

Based on this concept, the ILO, within its general mandate of social 
justice, has a crucial role to play, and this role is unique, in view of the 
tripartite structure that the ILO enjoys at the United Nations level. The 
linkage that the ILO maintains with environmentally sound and sustainable 
development is embedded in and emanates from its standard-setting, information 
exchange and technical cooperation activities. This was reasserted by the 
Director-General at the Oslo Conference on Sustainable Development, in July 
1988, when he noted that "every ILO activity - and no doubt this is true of 
all our UN agencies and entities - is directed, in principle, to the 
achievement of sustainable development".

Equally important are the efforts by the United Nations Environment 
Programme (UNEP) which published, in 1987, its document entitled 
"Environmental perspectives to the year 2000 and beyond", a work that also 
Inspired various measures and actions by other international organisations in 
the field of environment.

Environment and the world of work was the theme of the Report of the ILO 
Director-General to the 77th Session of the International Labour Conference of 
June 1990. This was a direct response to the mounting national and
international concern with environmental issues. Such concern was enhanced by 
the gradual shift from the mere focus on pollution to a wider and integrated 
coverage of the management of environmental resources deemed essential for 
sustainable development. The environment, in this context, is related to such
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issues as poverty, employment, development, working conditions, training, 
population growth and industrial relations.

The WECD Report, "Our Common Future", also known as the Brundtland 
Report, asserts that poverty is a major contributory factor to ern1ngliw»l 
catastrophes. It is thus suggested that the satisfaction of basic needs in 
the developing countries is essential to the achievement of sustainable 
development.

Employment is essential for poverty alleviation. Within the framework of 
its mandate, the ILO always stresses the need for creating and maintaining 
freely chosen and remunerative employment as a prerequisite for sustainable 
devejlopment—and—fotL alleviating poverty. In the process, the concept of 

^sustainable livelihoods" is forged. The labour market moreover is boosted by 
i!BTg5ducO!otr=^of^ sound pollution abatement techniques and cleaner process 

technologies. It follows that the prevention of environmental degradation is 
conducive to the promotion and safeguarding of employment.

With the advent of advanced research and modem analytical techniques, 
the linkage between the amount of environmental pollution and unsafe 
industrial and agricultural activities is becoming clearer. In some cases the 
disastrous effects of industrial accidents are too obvious to cast any doubt 
on this relationship. Examples of such accidents are many, as in Seveso, 
Italy, where 220,000 persons had to be evacuated from local villages when an 
industrial process malfunction released the chemical dioxin into the 
atmosphere in 1976; in Bhopal, India, with the leakage of methyl Isocyanate 
from a fertiliser plant, resulting in over 2,500 deaths and 200,000 injuries 
in 1984; and in Basle, Switzerland, when toxic chemicals were released into 
the Rhine river following a fire and caused an environmental disaster in 
1988. The impact of modem biotechnology on the workers' health and the 
environment is drawing Increasing attention. The prevention of major 
industrial accidents, chemical safety and radiation protection are fields with 
direct linkage to environmental concerns.

Training is also an essential ingredient in the process of achieving 
environmentally sound and sustainable development. It is a valuable tool in 
developing skills and in keeping pace with new technologies and new 
environmental management policies. Management and vocational training are 
essential tools for the identification of new mechanisms aimed at Integrating 
environmental skill programmes at the enterprise level. Equally important is 
training in the fields of labour inspection and occupational safety and health 
as they relate to environmental issues.

Population growth and crushing poverty in developing countries are 
Inextricably linked. Poverty - and particularly massive unemployment and 
underemployment - has led to both the degradation of the environment and the 
denial of human dignity and social status. In order to break this vicious 
circle it is necessary to improve access to education, credit and 
income-generating activities in the formal as well as the informal sector. 
This is an immense challenge which the ILO is facing through its training and 
employment programmes, particularly focusing on the special needs and 
requirements of target groups, such as women, children and indigenous and 
tribal peoples. Finally, the field of industrial relations is important in 
dealing with the possible employment and social repercussions of 
environment-related structural changes.
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The challenge facing the ILO

In view of the intricate interrelationship between environment and the 
world of work, the challenge faced by the ILO is immense. The constitutional 
mandate of the ILO in the field of social justice, and its unique tripartite 
approach, demand that such a challenge be as binding on the Organisation as 
its own Declaration of Philadelphia, which stated that poverty anywhere 
constitutes a danger to prosperity everywhere, and that social justice must be 
observed as an ultimate objective. It is increasingly important for the ILO 
to support the efforts made by its tripartite constituents to deal directly 
and effectively with relevant environmental matters within the context of the 
world of work.

In general terms, the challenge relates to the promotion of the creation 
of safe, remunerative, environmentally sound and sustainable employment. The 
ILO's mandate and structure make this task crucial. Based on its mandate, the 
ILO can reinforce its activities to support today's structural adjustment by 
assisting in formulating environmental policies in industrial and rural 
development. The ILO experience already gained in making innovative efforts 
that are needed to ensure a flexible, mobile and skilled labour market can 
contribute to renewed efforts by all sectors of the economy to adapt to more 
environmentally sound and sustainable practices.

Equally challenging is the need to ensure the distinct role of 
international labour standards in achieving both environmental and developnent 
objectives. This will include the promotion of tripartite collaboration in 
helping to build a constructive consensus on the environment.

Special attention should be given to identifying possible ways in which 
governments, especially ministries of labour and employment, and employers' 
and workers' organisations can promote and participate in environmentally 
sound and sustainable development. The discussion at UNCED has revealed a 
number of policy areas which warrant more active action by the ILO's 
constituents. The progress in these areas will require not only an integrated 
approach, but also an equitable sharing of the costs and benefits of 
environmental protection within and between countries. International 
cooperation through the ILO and other United Nations agencies will need to be 
strengthened in this direction, especially in providing assistance to those 
countries and sectors which are faced with difficult situations and need 
direct support to incorporate due consideration of environmental concerns in 
dealing with these situations. This assistance should cover small and 
medium-sized enterprises, the informal sector and agriculture, as well as the 
new emerging democracies in Central and Eastern Europe and to meet the urgent 
need to alleviate poverty in developing countries.

Areas of priority for the ILO

Following the discussion of the Director-General's Report on Environment 
and the world of work at the 1990 International Labour Conference, and the 
resolution adopted by the Conference on environment, employment and the role 
of the ILO, increasing priority has been given to these matters within the 
ILO. The environment was first cited as one of the ILO's priority themes in 
the 1990-91 programme and budget and has been given high priority in 
subsequent biennial provisions. Environmental concerns were also highlighted 
in the ILO Medium-Term Plan 1990-95.
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Priorities for action in the field of environment must be targeted on 
issues unquestionably within the ILO's core mandate. At the same time, 
priority should be given to activities which complement and do not compete 
with or duplicate the work of other organisations.

There is a number of priorities for ILO action in the field of 
environment. The first of these is the strengthening of the ILO tripartite 
constituents, through direct assistance to ministries of labour and employment 
and employers' and workers' organisations, so as to enable them to promote 
environmental issues by themselves.

In collaboration with UNEP, the ILO has been carrying out a series of 
training activities to support action by employers. These activities cover a 
number of areas, such as environmental legislation, environmentally sound 
technologies, environmental awareness, training and exchange of information.
A similar programoe of training and institutional support in the field of 
environment has been launched for the workers' organisations worldwide. This 
activity will support ongoing activities of the ILO programme in workers' 
education.

A second priority is that of collaboration with other United Nations 
organisations. ILO's work cannot be carried out in isolation. It should be 
conducted within the framework of cooperation and collaboration with these 
other agencies. This experience has so far been very successful, and is 
exemplified by the ILO's active participation in the International Programme 
on Chemical Safety (IPCS), which is a joint venture between ILO, WHO and 
UNEP. Another example is the active role played by the ILO at the UNCED in 
June 1992, and other examples include ILO's active participation in the 
inter-agency coordination mechanism of Designated Officials for Environment 
Matters (DOEM), and the System-Wide Medium-Term Environment Programme (SWMTEP).

A third priority is the integration of environmental Issues within the 
ILO technical cooperation programmes. The Office will ensure that all future 
technical cooperation activities will take into account possible environment 
and sustainable develoianent implications in their design, implementation and 
evaluation.

A fourth priority in the field of environment and sustainable development 
is the integration of the issue within the Office's mainstream programmes. In 
this regard, several areas of ILO activities have been identified, which 
Include: employment, poverty and development; environmental training; the 
working environment; industrial relations and tripartism. A more elaborate 
review of these activities is given in Chapter II of this report.

1 O'. ”5- / -



CHAPTER II

TLQ ACTIVITIES RELATED TO ENVIRONMENTAL ISSUES

attention in the past 20 years through an expansion in the activities ot 
technical cooperation, research and training.

In 1972 the Director-General submitted to the 57th Session of the
International Labour Conference his Report on TfiChnologY for 
me env^rnnm^»nt - The TT/^ contribution. The Report stated. 'We cannot tu 
Sur b2cks ™ economic groUh and tec^ological innovation on the i^ounis 
they are responsible for the deterioration of the environment. Economic 
growth is the motive power of development ... there is no irreconcilable 
inflict between growth and innovation and enviroimental protection. «eed
increased productivity to provide the wherewithal for Improving and protecting 
Sren“r„Le„t. ThU 1. 'particularly tr« In tha
many of the most serious environmental problems are linked directly to 

poverty."
A wide range of activities related to the environment has been developed 

by the Office, including international labour standards in the form of
cLventions and Recommendations, codes of practice. "Idoiuon“in
technical cooperation activities. Reference may be made to the adoption in 
June 1990 of the Chemicals Convention (No. 170). In June 1992 the Conference 
started its first discussion of a possible new international standard on the 

prevention of industrial disasters.
Resolutions on the environment have already been adopted by ^

Fourth European Regional Conference (1987) and the Seventh Afric^ Regional 
Conference (1988). A number of conclusions were adopted on the issue in 1989 
by the ILO Tripartite Meeting of Experts on Employment and Training 
Implications of Environmental Policies in Europe. In addition vario^ 
collusions and resolutions on environmental issues have been by
industrial committees and tripartite technical meetings on subjects such as 
forestry, chemicals, iron and steel, mining, petroleum and fishing.

The results of the discussion at the 1990 Session of the International 
Labour Conference on the Report of the Director-General: Rnvironfflent md ^
w»r-lH nf work, have subsequently been reflected in ILO activities J ®
1990-91 and 1992-93 biennial programmes. The ILO also actively 
in the preparation of UNCED themes and in the discussion during WCED, and 
this work is elaborated upon in Chapter III. ILO activities 
environmental issues are outlined in the following review of the content of
mainstream programmes.

Fjnplovment. poverty and develownent

The work of encouraging the adoption and 
level of active policies "designed to promote full, 
chosen employment" has, in particular, l^en a ^employment and development programme. This programme also aims at the 
promotion of the principles outlined by various ILO Conventions concerning
employment.

19^3o/conv.



In the field of environment, the employment-related activities have aimed 
at analysing the interrelationship between environment, employment and 
poverty. In developing countries, a major reason for environmental 
degradation is that the poor, who are highly dependent on natural resources, 
deplete those resources in various local circumstances. Improving the access 
of the poor to employment opportunities in rural areas would mean that 
ecologically fragile marginal lands would be used less intensively; at the 
same time population pressure on the towns would be eased.

ILO country studies have developed concrete indicators to quantify the 
complementary relationships existing between environment, employment-income 
and food security. Investigative work has also provided some insights into 
the nature and strength of the triangular interrelationships between 
technology, environment and poverty.

Another area of activities consisted of analysing the process of poverty 
generation and environmental degradation at the micro level. The vital role 
of women in the survival of poor households and their diminishing access to 
natural resources have been stressed in various studies. In spite of an 
increasing awareness at the international level, this dimension of 
environmental degradation has yet hardly been addressed by policies. Fighting 
poverty and securing sustainable and equitable development for women are 
important issues which are included in Agenda 21 of the UNCED.

The ILO's Programme on Rural Women addresses the issue of poverty, 
women's livelihood and environment from three perspectives;

(a) Programmes on women's access to land use and ownership in Africa and Asia
have attempted to provide a better understanding of the patterns of 
women's access to land and their impact on employment and livelihood of 
the poor. In 1988, a regional African Workshop on Women's Access to Land 
as a Strategy for Employment Promotion, Poverty Alleviation and Household 
Security defined a number of policy Issues involved. A series of
national workshops, to be held in 1992, will further elaborate on 
national policies and programmes.

(b) An interregional project on "Energy and Rural Women's Work", initiated by 
the ILO in 1982, analysed the effects of the energy crisis and shortage 
of household fuels on rural women's work and family welfare.

(c) Programmes have been developed in the field to demonstrate the viability 
of employment promotion and ^vironmental generation through management 
of resources by women's grass-root organisations. Two wasteland 
development projects in India are examples of this pioneering activity.

These initiatives have further pointed to the need for a deeper 
understanding of the complex interrelationships between environment, poverty, 
women's livelihood and the necessity of bringing these issues into the 
mainstream of policy debate and action. This understanding is essential for 
devising appropriate employment and income-generation policies and programmes 
addressing the poor, with particular emphasis on the sound management of 
natural resources.

Over the last decade there has also been increasing concern regarding 
environmental degradation and the rights of indigenous and tribal people. 
Land and its resources are crucial for the livelihood and survival of 
indigenous and tribal peoples as distinct societies. Moreover, there is 
increasing evidence that indigenous knowledge and management of ecologically 
fragile environments, apart from preserving the biological diversity of these

1943o/conv.



environments, have larger long-term employment and income potential.^ It is 
also well known that environmental degradation affects production and 
subsistence systems of indigenous societies, while the restriction of access 
of indigenous peoples to their territories leads to the contraction of 
productivity and further resource depletion.

ILO Convention No. 169 on Indigenous and Tribal Peoples includes the 
concept of territorial rights, recognises indigenous and tribal peoples 
rights to the lands traditionally inhabited by them, and points out that no 
sustainable development is possible without preserving and protecting the 
environment. Within the framework of the promotion of this Convention, a 
special report was prepared on the indigenous and tribal peoples' access to 
land, providing the basis for technical advisory services and inter-agency 

collaboration in this area.
In its work on employment-intensive schemes, the ILO promotes the use of 

environmentally sound labour-intensive technologies, and aims at strengthening 
the institutional capacity within developing countries to design, operate and 
maintain sustainable employment-intensive infrastructure programmes. ^le 
development and dissemination of employment-intensive works and technologies 
for the public and private sector often affect the environment to a certain 
degree and environmental concerns must thus be integrated into the strategies.

There is an increasing focus on environmental impacts in construction 
projects, for example, of the effects on land-use systems, water-catchments, 
precious ecosystems and historical sites. A number of projects are also 
directly addressing land degradation through improved irrigation systems, farm 
forestry, water-source protection and flood-control.

Environmental management and training

The ILO training activities aim at expanding the opportunities of workers 
to seek free remunerative employment and to enable them to respond easily to a 
changing labour market. The activities also aim at assisting the tripartite 
social partners to develop their training and retraining capabilities to adapt 
to new technologies and changing demographic trends. A third aim is to assist 
government-sponsored, community-based programmes for the disabled in an 
attempt to provide them with opportunities of productive employment.

When environmental policies are focused on managing or controlling 
"end-of-the-pipe" pollution, specialist environmental training is the obvious 
response. However, such training is insufficient when environmental policies 
aim at preventing negative environmental impact at the source by, for example, 
developing new, clean technologies and organising economic and social 
activities in a sustainable manner. Making economic activity sustainable 
demands that producers and consumers become environmentally literate. 
Environmental protection objectives and concerns must therefore beccwe an 
integral part of the occupational profiles and the intellectual and 
attitudinal baggage of skilled workers, technicians and managers. This means 
that environmental training has to be an integral part of mainstre^ / 
occupational and managerial training programmes, namely, private and public 
enterprises, cooperatives, rural development, labour-intensive public works 
projects, employment and technology projects and activities related to working 

conditions and environment.
The ILO entrepreneurship and management development activities play m 

important role in promoting environmentally sound business practices. This

19A3o/conv.



role has become increasingly important in the advent of the shift from 
centrally planned to market-oriented economies in several countries. 
Environmental management skills of small and medium-sized enterprises are also 
given special attention.

Training activities have also been conducted at the International 
Training Centre of the ILO in Turin and at the International Institute for 
Labour Studies. The ILO Bureau for Employers' Activities has launched a 
series of environmental training activities designed to raise awareness among 
employers’ organisations in Asia, Africa and Latin America, and has since been 
expanded to provide direct support to the environmental activities of other 
organisations. A similar training programme is also being carried out by the 
ILO Workers’ Education Branch to assist workers' organisations to introduce 
and enhance their occupational safety and health training programmes to 
include environmental matters. In addition, the Office has placed more 
emphasis on activities aimed at preventing environmental degradation, rather 
than on those dealing with rehabilitation work.

The working environment

The improvement of working conditions and environment and the well-being 
of the workers is, in particular, the general objective of ILO activities in 
the field of working conditions and environment. These activities include: 
the application of standards on occupational safety and health and conditions 
of work, in particular those adopted in recent years; the upgrading of the 
constituents' capacity to formulate and implement policies for the Improvement 
of working conditions and environment, including strengthening of 
infrastructures; and providing practical guidance on improvements at the 
workplace. Since well-managed safety and health progranmes can make an 
important contribution to the protection of the general environment, a more 
integrated approach to the working and general environment is promoted within 
these activities.

In pursuit of this integrated approach, particular attention has been 
paid to occupational pollutants and hazards, which have an effect far beyond 
the workplace, causing problems in the general environment. Special emphasis 
is placed on chemical safety, prevention of major Industrial accidents, 
dissemination of information on potential environmental pollutants as well as 
technical advisory services and technical cooperation activities that take 
account of the linkage between the various measures to improve the working 
environment as they relate to better general environment. In all of these 
activities, attention is drawn to the need for strengthening tripartite 
cooperation.

In the field of chemical safety, the ILO has been devoting significantly 
Increasing resources, mainly through its safety and health programme, 
including the elaboration of policy guidance, participation in the 
International Programme on Chemical Safety (IPCS) jointly with the WHO and 
UNEP, and information exchange and implementation of technical cooperation 
projects. Although primarily related to the working environment, all these 
activities have a direct bearing on the protection of the general public and 
the environment.

The Chemicals Convention (No. 170) and its associated Recommendation 
(No. 177) adopted by the 1990 International Labour Conference lay down the 
principles for safety in the use of chemicals through their life cycle, and

1943o/conv.



call for the establishment of a coherent national policy and active 
involvement of both management and workers in all enterprises concerned. The 
two instruments serve as a basis for establishing national systems for 
chemical safety.

In response to the 1989 Conference resolution concerning the 
harmonisation of systems of classification and labelling for the use of 
hazardous chemicals at work, the ILO reviewed major existing national, 
regional and international systems and evaluated the task of harmonising these 
systems. In collaboration with the IPCS, the ILO commenced the task of the 
harmonisation of the classification criteria. Guidelines on national level 
action for a classification and labelling system of chemicals will be 
developed and used.

Within the framework of the IPCS, the Office also carries out and 
disseminates evaluations of the effects of chemicals on human health and the 
quality of the environment through the preparation of health criteria 
documents, guides and chemical safety data sheets. Currently, the ILO is 
actively involved in elaborating a restructuring of the IPCS to enable it to 
respond effectively to the UNCED recommendations, proposing that the IPCS be 
strengthened to become the nucleus of a worldwide coordinating mechanism for 
activities in the field of chemical safety, including risk assessment, 
harmonisation of classification systems, information exchange, promotion of 
chemical safety programmes and upgrading of national capabilities in this 
area, as stressed in Copter 19 of UNCED Agenda 21.

After Industrial disasters, such as those in Bhopal, Seveso and Mexico 
City, a series of activities has been undertaken for the prevention of major 
industrial accidents. These accidents, should they occur, have the potential 
to kill and injure a large number of workers within and outside the premises 
of the plant, and could cause extensive damage to the general public and 
environment. Following the development of a practical manual on major hazard 
control, a code of practice on the prevention of major industrial accidents 
was published in 1991. The 1992 International Labour Conference discussed 
this subject with a view to adopting new international standards in 1993. 
Major hazard control is today an important area of the ILO's technical 
cooperation activities. Projects for establishing national major hazard 
control systems have been executed in India, Indonesia and Thailand.

The Office has also been active in the field of information exchange on 
toxic chemicals and risks. Special efforts are being made by the 
International Occupational Safety and Health Information Centre (CIS) to 
collect, process and disseminate, in electronic and printed form, safety and 
health information which includes environmental protection aspects, such as 
workplace impact on the environment, hazardous waste disposal, air pollution, 
neighbourhood protection and prevention of industrial disasters. The work is 
done through the worldwide network of 69 national CIS centres, half of which 
are in developing countries, to help transfer the needed information from 
developed to developing countries.

The International Occupational Safety and Health Hazard Alert System has 
functioned since 1978. It is designed to disseminate rapidly the alerts and 
calls for information about newly identified specific hazards issued by any 
one of the participating agencies in 102 member States. The ILO acts as a 
clearing-house to receive replies, compile them and use them in preparing a 
summary of the available information on a specific subject.

A number of technical cooperation projects are operational in 
occupational safety and health, including two long-term regional projects on 
promoting occupational safety and health programmes, training and information

19^3o/conv.
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in Africa and Asia. The basic aim of these projects is to strengthen national 
infrastructure, improve enforcement practices and advisory services, set up 
and expand training systems and reinforce the exchange of practical safety and 
health information.

Special importance is attached to the provision of support for small and 
medium-sized enterprises in implementing practical improvements. This support 
includes practical advice on identifying and finding solutions for improving 
the working environment. A new training approach in Asia and Latin America, 
developed by the ILO and some developed coiintries, has focused on securing 
local, positive achievements in these enterprises, participatory action and 
simple low-cost solutions. Training and information will continue to play a 
key role in promoting future action to improve the working environment, which 
could also have a positive impact on the general environment.

Safety in the use of agrochemicals has also been given a priority in 
chemical safety activities. An ILO guide on safety and health in the use of 
agrochemicals has provided practical guidance in minimising the risk to 
agricultural workers and the environment.

The activities of the ILO in radiation protection include participation 
in the revision of the IAEA/ILO/WHO/NEA-OECD Basic Safety Standards for 
Radiation Protection. Also Included within these activities is the completion 
of a study on safety requirements in the safe dismantling of nuclear power 
stations, as well as the production of a guide on occupational safety and 
health in transport-related accidents.

Current efforts in many countries to implement practical and economically 
feasible solutions to the most important and urgent working environment issues 
need to be strengthened and further extended to various working populations 
not yet receiving adequate protection. In this respect, training and 
information activities that support active participation of employers and 
workers will be particularly important in broadening the scope of improvement 
action to include general environment issues. Special efforts will be made to 
review future technical cooperation activities from this perspective.

Envlropm^wf onA industrial relations and labour administration

The industrial relations and labour administration major programme aims 
at the promotion of sound systems of labour relations, appropriate legal 
frameworks for labour matters, enhanced tripartism, improved effectiveness of 
labour administration and the observance of the Tripartite Declaration of 
Principles concerning Multinational Enterprises and Social Policy. As far as 
environmental issues are concerned, two aspects have been dealt with under 
this programme. The first is the role which labour relations can play in the 
preservation and rehabilitation of the environment. The second is the role 
that labour inspection systems play in general environmental protection.

Since employers' and workers' organisations have displayed a growing 
concern with environmental Issues in addition to their long-held conviction of 
the importance of a safe and healthy work environment, the role of industrial 
relations is becoming increasingly important. Many employers' and workers' 
organisations have already engaged in environmental activities in pursuit of 
joint consultation and negotiation. This mandate could be incorporated within 
that already followed by the safety and health committees at the enterprise 
level. Under these circumstances, collective agreements might acquire a new 
dimension, namely, the inclusion of what are referred to as "green clauses".

O'.')-, / ^ • . . , .



This new concept might give workers the right to be consulted in the setting 
of environmental policy, to have access to unpublished material related to 
environmental hazards, to participate in environmental audits, to provide 
training, to refuse work leading to serious pollution problems, to receive 
expert advice and to have the power to subject plants to inspection by 

environmental protection agencies.
In cases where environmental policies are likely to affect levels ^d 

location of employment, the role of industrial relations instruments will 
become even more crucial in providing assistance to disadvantaged 
This assistance could be in the form of action for protection of their 
employment or in the form of retraining. The introduction of clean
technologies" may also dictate adjustment in work practices, thus requiring 
new levels of skills, a subject which requires consultations between employers
and workers.

As part of the ILO’s efforts to incorporate problems of environmental 
protection within its mandate and general sphere of interest, the ind^trial 
relations programme has recently launched a research project entitled labour 
relations and environmental protection", which covers both the general and 
working environment repercussions on labour relations.

In the field of labour administration, the work related to labour 
inspection and environmental control will be designed to explore current 
worldwide trends concerning labour inspection's responsibilities in general 
environment protection, and prepare the ground for an IW policy or guidelines 
on the issue, in accordance with international standards, notably of IW 
Conventions Nos. 81, 129 and 155. A cautious approach will be ad^ted,
analysingthe_jyatifiiyof possible confflHtsb^ween working and exte^ 

Dro^nonrespbnsiblTrtres~r the compatibility of existing
trends and pressures with the standards mentioned.

F.nvt rnnmental and fiectoral activities

Sectoral activities are important in providing a sectoral dimension to 
ILO activities, thereby leading to an improved dialogue among IW constituents 
and an improved capacity on their part to deal equitably imd effectively i 
social and labour issues in different economic sectors. A «“ior part of the 
ILO sectoral activities programme is represented by the 21 °
sectors that are covered by established or regular sectoral committees and 
meetings. In addition, this programme deals with other industrial sectors md 
subsectors by preparing and holding ad hoc meetings, and by carrying out :fsrcUt^d rLeLch an! follow-up activities to provide the opportunity to 

highlight central ILO concerns in terms relevant to specific sectors, and at 
the same time to feed back sectoral concerns into the work of the Office.

A number of environment-related sectoral activities have been undertaken 
over several years, including technical cooperation and the P^^ovision of 
advisory services. Recent industrial meetings, such as those ^
mines other than coal mines, forestry and wood Industries, leather and
footwear and iron and steel, have discussed specific ’
following their treatment in the reports prepared by the Office for these 
meetings. Conclusions and resolutions have sought ILO follow-up action,
including the holding of regional meetings to discuss specific P^^l®®®
related to the working and general environment of some industries. The ILO 
participated in the preparation of a technical guide entitled 
Lpects of selected non-ferrous metals ore mining , which was published by
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UNEP with financial assistance from the ILO. The ILO also participated in an 
International Round-Table on Mining and the Environment in 1991, organised by 
UNDTCD, which adopted a document entitled "Environmental management guidelines 
for mining" that Included guidelines for action addressed to the minerals 
sector and development assistance agencies. In the forestry sector in 
particular, practical experience in linking the natural and work environments 
has been gained in a number of technical cooperation projects. More recently, 
the Tripartite Meeting on Social and Labour Issues in the Pulp and Paper 
Industry, held, in October 1992, discussed, inter alia, various issues 
concerning the natural and working environments of concern to this sector.

New areas of tripartite action

Traditionally, the role of ministries of labour and employment has been 
exercised mainly with respect to employment, working environment and other 
labour issues. As has already been stated in this report, the linkage between 
employment and environmental policies and between the working and general 
environments is likely to demand wider scope of action on the part of these 
ministries.

At the same time, employers and their organisations have developed a 
better recognition and appreciation of the need to become involved in 
environmental affairs. This attitude has become particularly true since we 
have witnessed a reconciliation of economic performance with environmental 
protection.

There are several specific areas and factors of concern to employers. 
These include support to legislation, standard-setting activities and 
guidelines related to the working and general environment at the national and 
local levels. The strong interest developed in environmental protection calls 
for employers' participation in the development of new business opportunities 
in the manufacture of "green" products, such as ecological detergents, 
mercury-free batteries, biodegradable plastic, recycled paper and unleaded 
petrol. The human losses and the high economic costs of major industrial 
disasters alone, with ensuing sky-rocketing insurance costs and liability 
claims, have disproved an old and widely held conviction that investments in 
the protection of the working environment were not economically viable.

By virtue of their role, the porkers and their organisations have also 
attached high priority to the protection of the general environment. The 
predictions of plant closures and economic disruption due to environmental 
protection policies have not proved correct. The workers instead believe 
that, if properly formulated and implemented. envtronmetnial~^'ltcl:e8—can leaiL 
to new employment opportunities. It is also understood that environmentally 
'Msbuh~d7jobs are not sustainabTF; Workers have also~'~drawn attention to the 
need of equitable su^brt from society in instances where envlronmenal 
policies require the provision of a "safety net" for those workers directly 
affected, e.g. by retraining, placement and relocation assistance.

In view of the above, a magnitude of roles and activities may be 
envisaged for workers and their organisations in the field of environment. 
These include consultation at an early stage on all environment issues, 
including the formulation of national legislation, and participation in the 
establishment of enterprise environmental strategies and policies and 
environmental audits. The workers play a crucial role in the design and 
development of training programmes for workers, especially through safety and 
health representatives and management activities in the field of environmental

1943o/conv.



awareness. Their participation in environmental activities at the local 
community level enhances the exchange of views and influences consumers as 
well as policy-makers in promoting "green" products. Within the framework of 
cooperation with inspection authorities and government regulating agencies, 
the workers help in shaping the regulations and standards related to the 
working and general environment. The role of the workers in environment is 
also prominent at the regional and international levels. This is crucial in 
setting international standards; in research work on the implications of 
changes in the general environment on the working environment; and in the 
exchange of information and experience on advance warning concerning new 
hazards.

Tripartite action can only become effective and meaningful if carried out 
within the spirit of mutual cooperation between the governments and the 
employers' and workers' organisations. Recent experience in the field has 
shown that the establishment of tripartite national safety and health and 
environment associations is both possible and effective in cementing a 
continuous concerted effort.

1943o/conv.
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Jessica Mathews

Ecology in the Marketplace
Profits and environmentalism are not opposed objectives.

For 25 years, most environmen­
tal progress has l^n made 
tiuifiugh -in the
courts. Much of great value has 
been achieved. But from the first 
day of congressional hearings to 
the last day of the final legal ap­
peal, the prnrncj
forces business and environmen­
talists to assume the worst about 
each other. Environmentalists 
push, unrelentingly, for progress. 
Business is dragged unwillingly 
ahead, inch by painful inch, resist­
ing each step out of fear of what 
may come next. Each side’s behav­
ior confirms the other’s worst ex­
pectations.

There are other costs. The leg­
islation-regulation-litigation se­
quence painfully claur Major 
new laws may take a decade to 
write and another to fully imple­
ment. When scientific understand­
ing is changing rapidly, that can 
mean a regulatory system wildly 
out of step with the state of knowl­
edge.

Regulations are often,£caBomi- 
qalbuaefficient. Every emitter is 
told to meet a certain standard, 
even if one factory or industry 
could could cut twice the pollution 
at half the cost. They hide costs 
from consumers. And they are in­
herently static. Even rules that 
specify the use of “best available” 
technologies cramp innovation. 
Such regulations do spur the use 
of what is at the cutting edge when 
they are written, but an entrepre­
neur with a better product a few 
years later faces a market wedded 
to whatever the rule specified.

For all these reasons, environ­
mentalists and inHiisti^hauP- rp- 
cently been looking^lc^alterna- 
tives to ttip a?Tff^‘WT7?T 

jSliaitjacket. There have been 
some notable instances of coopera­
tion. Local officials, environmen­
talists and industry thrashed out a 
consensus plan to cut air pollution

the Grand Canyon, for example, 
even while the Quayle Council on 
Competitiveness was still pushing 
a one-sided industry plan that 
would have been immediately chal­
lenged in court. McDonald’s and 
the Environmental Defense Fund 
have been working together to cut 
the company’s massive amount of 
solid waste. A few of the country’s 
largest businesses have voluntarily 
gone way beyond what the law

requires in cutting emissions, en­
ergy use or waste production.

New approaches, however, 
ways mackelplacej’e-
flect envirCnmental costs^ have 
ctime irom environmentalists, aca­
demics and government. It is they 
who have developed emissions 
trading schemes (a marketplace in 
rights to pollute), various user 
fees, deposit-refund plans, and pol­
lution and congestion charges. In­
dustry has sat back and respond­
ed—usually negatively. Like

The companies 

themselves would 

finally know the 

environmental 

costs of their 

products,
voters who endorse term limits 
while doggedly reelecting incum­
bents, businessmen uniformly en­
dorse the use of market signals 
over command-and-control regula­
tion in theory but resist proposed 
cham{es>Hr7ractice. 
jirOctotiex, aie industry leader, 
F^k Popof^hairman and CEO 
OT-Pow-^^temical. crossed the in- 
telle’^tualRubicon. Arguing that 
improved environmental perfor­
mance will be
qomic survival ” he called on the 
chemical industry to abandon “a 
reluctant compliance orienta- 

~2^on—waiting until the last min- 
—ute” in favor of an approach that 

would foster innovation and con­
tinuous improvement not tied to 
the pace or content of laws and 
regulation.

In the long run, he saidr^dkioet 
the_iQfian§Jp_^:ffiis. 

Full-cost prices, which do not exist 
except in economic theory, reflect 
the full environmental and social 
costs of goods and services. They 
would include everything from the 
use of air and water for absorbing 
emissions and wastes to the na­
tional security costs of assuring 
the flow of oil imports.

None of this is original to Po- 
poff. Where he entered new terri­

tory was in making a concrete 
proposal—that as a first step, 
chemical companies should charge 
for their products according to 
each one’s environmental cost to 
the company. Firms would have to 
identify every step in a product's 
life from raw material to final dis­
posal, including every byproduct 
and waste. Rather than pool envi­
ronmental costs as firms now do, 
treating them as a cost of doing 
business, these costs would be as­
signed to each product.

Customers would then know the 
environmental costs of what they 
buy. Some prices would rise. Most 
bankers and industry analysts who 
have commented on the proposal 
seem to have thought only this far. 
The important point is that the 
companies themselves would final­
ly know the differing environmen­
tal costs of their products. The 
effects on technology choice and 
new product design would be pro­
found and automatic. Many prices 
would fall. For the most respon­
sive firms, regulatory compliance 
costs and those of legal liabilities 
would plummet. Competitiveness 
would rise.

Oddly, the media have ignored 
Popoffs speech. Quite apart from 
the value of his pricing proposal, it 
reflects a mind-set that is radically 
new in American industry. He rec­
ognizes that the need to constantly 
lower environmental impacts is 
here to stay and that this can 
either impose a heavy cost or be a 
means to profit. For those who 
still believe that "economics and 
environmentalism are opposing 
objectives,” he has this timely re­
minder. “Fifteen years ago, the 
same thing was said about quality 
and lower costs. The Japanese ... 
proved how wrong they were.*

Most important, Popoff has laid 
down a challenge to the chemical 
industry and any others that may 
be listening. If you don’t like “regs 
and legs," he is saying, come up 
with something that makes the 
market work better, something 
non-adversarial, something the 
private sector can do on its own. 
That too is part of industry’s job.

The writer, vice president of 
World Resources Institute, writes 
this column independently for 
The Post.



Clinton Presidential Records 

Digital Records Marker

This is not a presidential record. This is used as an administrative 

marker by the William J. Clinton Presidential Library Staff.

This marker identifies the place of a tabbed divider. Given our 

digitization capabilities, we are sometimes unable to adequately 

scan such dividers. The title from the original document is
indicated below.

Divider Title:



REVIEW ITEM D

Discussion Paper on Research forF^ronl- 
Cnapter 6

COMPETmVENESS IN ENVIRONMENTAL TECHNOLOGIES, PRODUCTS,
AND SERVICES

Office of Technology Assessment 
Congress of the United States 

Washington, DC

July 7,1992

RESTRICTED DISTRIBUTION

This draft is background materiai for the 
July 24,1992 Advisoiy Panel meeting for the assessment:

American Industry and the Environment.

This draft chapter is being made available solely for review purposes and should not be 
quoted, cited, circulated, reproduced, or represented as an official OTA document. The 
material is undergoing revision and should not be considered as final. The information in 
it may not be released in any form until it has been formally released by the requesting 
Congressional committee or OTA. Nor should this draft chapter be used or adapted in any 
manner for any oral or written presentation, except for presentations to OTA or, at OTA’s 
request, to other authorized reviewers.



DRAFT (7/8/92) DO NOT CITE, QUOTE, OR REPRODUCE

ENVIRONMENTAL INDUSTRY COMPETITIVENESS

I. OVERVIEW

As the first major country to establish strong environmental 

regulations, the United States developed a strong environmental goods and 

services (EGS) Industry to meet the Nation's domestic requirements for 

controlling air and water pollution and for disposing of wastes. As discussed 

In accompanying papers, the EGS industry is largely driven by regulatory 

requirements.
Earlier environmental campaigns, like the Pittsburgh anti-smoke effort 

of the 1940s, and growing needs for sewage treatment for urban areas 

stimulated demand for equipment and engineering skill to deal with gross forms 

of pollution that continue to plague much of the world. The National 

Environmental Policy Act of 1969 and creation of the Environmental Protection 

Agency were landmarks. The 1970 Clean Air Act and Federal Water Pollution 

Control Act (Clean Water Act) established what at the time were strong Federal 

standards and required certain State actions (e.g.. State Implementation Plans 

for air quality and receiving stream classification and standards for water 

quality) that guaranteed nation-wide markets for various pollution control 

devices. The Clean Water Act also provided significant Federal funding for 

construction of publicly owned treatment works (POTWs) in many communities. 

Automobiles, electric power plants, municipal Incinerators, and many other 

industries and facilities were required to reduce their emissions and
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effluents. Usually ne&df^d ^eductions were accomplished by Installation of 

end-of-plpe pollution abatement equipment--e.g,, catalytic converters for 

cars, filters and eletrostatic precipitators for smokestacks, and treatment 

facilities for industrial effluents. An Industry of manufacturers, engineers, 

and constructors to make and install these devices arose.

As Federal, State, and local environmental laws continued to be 

strengthened, greater controls of more categories of activities were required, 

leading to development of new types of EGS--for Instance, contjaaBans emissions 

monitoring systems, landfill liners, and ground water modelling software--and 

better EGS--e.g., three-way catalysts, flue gas desulfurization systems, water 

treatment chemicals. The Resource Conservation and Recovery Act (RCRA), 

Comprehensive Environmental Response, Compensation, and Liabilities Act 

(CERCIA--Superfund), Toxic Substances Control Act (TSCA), amendments to the 

Clean Water and Clean Air Acts, and laws on pesticides, drinking water, and 

occupational safety were among the Federal laws passed in the 1970s and 1980s 

that significantly propelled U.S. demand for environmental goods and services. 

A number of environmental laws passedLin-the-Uni4:ed-St-atea-are termed^ 

"technology forcing" because their provisions were not deemed achievable

through use of technology available at the time of enactment: 1970 Clean Air 

Act automotive standards for 1975 model cars are illustrative of this.

At the same time, however, a number of foreign governments, particularly 

America's major commercial competitors in Europe, Japan, and Canada enacted 

their own environmental legislation. They set up systems for administration 

and enforcement of environmental regulations while, in some cases, also 

helping industry comply-t-hrouph-financial f^d^^chnical assistance, and
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through support of research and development (R&D). Their laws may be as 

strict as or stricter than U.S. law in some areas, although U.S. laws remain 

most stringent in others. Germany, Japan, the Netherlands, and the Nordic 

countries have among the toughest requirements. Japan, for instance, adopted 

in 1972 automotive emissions goals similar to those of the 1970 U.S. Clean Air 

Act (which is often referred to in Japan as the Muskie Law after the bill's 

main sponsor. Sen. Edmund Muskie of Maine); and in fact a number of Japanese 

automobile manufacturers met U.S. 1975 tail-pipe standards more quickly than 

did U.S. manufacturers.^ As in the United States, Japanese automotive 

emission standards have been tightened periodically since that time; Europe 

has been slower to adopt strong emission control requirements for automobiles. 

Unlike the United States, Japan and Germany both required essentially all 

major utility and industrial boilers to install desulfurization and 

denitrification equipment during the 1980s.^

A result of for^gn environmental regulations has been the development 

of foreign EGS Industrie^. Major manufacturers of air and water pollution 

control equipment and the largest providers of waste management and 

environmental consulting services Include firms headquartered in Austria, 

Canada, Finland, France, Germany, Japan, the Netherlands, Sweden, Switzerland, 

and the United Kingdom, as well as the United States. The Organisation for 

Economic Co-operation and Development (OECD) believes Germany to be the

^Ashford and Heaton, citation; Michio Hashimoto, "Economic Development and the 
Environment: The Japanese Experience," Ministry of Foreign Affairs (Japan), 
April 1992, pp. 15-16.
^Cite
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largest_HfitL.fiXRPi^ter of environmental produ<lts^$10 bllllon)^^^^^1990 followed 

by the United States ($4^ 11 ion), Japan ($3J)illion), the United Kingdom 

($500 million), and France ($500 million).® The Netherlands and Sweden are 

also net environmental goods exporters.

OECD data on export rates and import penetration for environmental 
products are limited; ^raanyT^said to export 40 percent of its production-- 

about half within Western Europe--and import less than 5 percent of its 

consumption. U.S.~m^ export 10 percent of its environmental goods

produced but environmental Import penetration rates are not known; for 

industrial air pollution control equipment 16 percent export rate and 26 
percent import penetration is claimed.(^^^^parTTs^ald to export only 6 percent 

of environmental goods production and Import under 3 percent of its demand.* 

Sizes of domestic markets not only appear to stimulate domestic EGS 

business but may have bearing on the interest of firms in exploiting export 

markets. (Another determinant may be government export and Investment 

promotion activities which are addressed in an accompanying paper.) An 

impression one gets from speaking with U.S. EGS vendors, consultants, and 

Industry associations is that many U.S. producers of EGS may be satisfied with

^Organisation for Economic Co-operation and Development, The OECD Environment 
Industry: Situation. Prospects and Government Policies. OCDE/GD (92)1, (Paris: 
OECD, 1992).
*Data from Ibid, however tables (T. 10 and T. 11) on Japanese environmental 
production, export share, and net trade are arlthmatically inconsistent. 
Another source, Japan Society of Industrial Machinery Manufacturers May 1992 
statistics, indicates that environmental control equipment (air and water 
pollution control, waste treatment, and nolse/vlbration abatement) have been 
exported at between four and 11 percent rates during the years FY 1987-91; 4.3 
percent in FY 1991.
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domestic opportunities and to invest scarce time, money, at^

personnel to seriously explore unfamiUar foreign markets. At the same time 

the large U.S. ECS market is attractive to foreign EGS producers who may 

already be more adept at International trade. However, there are anecdotal 

examples of small to medium size U.S. EGS firms that have become successful 

exporters and there are stories of U.S. companies that have failed abroad but 

not because of lack of interest and effort. This impression of the relative 

insularity of U.S. EGS producers remains a hypothesis.

Competitiveness in world EGS markets can bo difficult to discern. As 

noted in the chapter 4 discussion on environmental markets, definitions of the 

sector are Inconsistent and official data on EGS trade are sparse. EGS 

industrial structure can also stand in the way of competitiveness assessment. 

Much U.S. EGS production comes from myriad small privately held firms that are 

not required to disclose information; some are exporters but most are not.

And there is growing presence in the industry of large companies better known 

for their leadership in the chemical, energy, information, construction, and 

other Industries; these companies often do not report environmental business 

separately from other operations.

Trade in goods is only part of the competitiveness picture. Like other 

industries, the EGS sector is characterized by transnational operations, 

mergers and aquisitions. Joint-ventures and strategic partnerships, and 

international licensing arrangements. The effect of such relationships on 

national competitiveness depends on particular circumstances and is non­

general izable. For Instance, U.S. subsidiaries of foreign firms are sometimes 

constrained by their parent companies although sometimes they are not
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US Companies Seen Losing Edge 

In Worldwide Environmental Market
By PAULA L. GREEN

Journal ot Commerce Staff
NEW YORK - U.S. companies 

are losing their competitive edge in 
a worldwide ^nvifonmental market 
that could r^qh |400^ion by the 
mid-1990s, industEy=8^«'vers~5aid.

Western European and Japanese 
companies are ahead in the game, 
fueled by factors ranging from na-

ing Die....Reagan and Bush
ad^minjstratLons. has_fut..the. U.S. 
corripahieV lead oyer Japanese and 
Western Eurbpean firms, Mr. Fer-^ 
Fiersant:-------

While U.S. companies still are 
strong in the wastemanagement 
sector and consuISng services. Mr. 
Ferrier'said lie is not optimistic 
about the industry’s overall pros-

tional regulatory politics to publip i pe<?fs if “Bush wins and continues to 
opinion to energymices, said sever^iMbotage environmental legislation.” 

1 sp^Ters at the Global Environ- / “The U.S. is already far behind.
mental Investment Conference here 
Wednesday.

“The push for cleaner and gree­
ner production processes is increas­
ingly coming from leadership 
outside the U.S.,” said Sumner Pin- 
gree, vice president of GEF Man­
agement Corp., Washington. “Green 
technology has become the mantra 
of large European companies."

The company manages the $36 
million Global Environment Fund, a 
Washington investment partnership 
created in 1989 to put money into 
companies producing innovative en­
vironmental products or services.

Grant Ferrier, president of Envi­
ronmental Business Research, San 
Diego, Calif., said U.S. companies 
are even losing their edge in air 
pollution control technology.

U.S. companies were leaders in 
the sector as they struggled to com­
ply with U.S. regulations instituted 
several decades ago' But lax-en= 
forcement of the Clean Air Act dur-

Japan and Germany are much 
"stronger in the help they give (their 
companies)... and the export assis­
tance,” he said.

Greater public concern about the 
environntent and higher energy 
prices also boosted the industry’s 
growth in Western Europe, several 
speakers said.

The speakers were part of a pan­
el, “Investing in Environmental 
Technology; New Opportunities & 
Development Internationally," that 
opened the second day of the two- 
day conference. Sponsored by a 
number of groups, including the 
United Nations Environment Pro­
gramme, the Investment Manage­
ment Institute and the International 
Finance Corp., an arm of the World 
Bank, the conference was desired 
to encourage investment in environ­
mentally sound projects.

The U.S. Congressional Qfjice.i)f 
Technology Assessment is preparing 
a study that will look at U.S. indus-

t^’s competitiveness in the interna­
tional-environmental sector, said 
WendelL Fletcher, a senior associate 
at the agency who is project direc­
tor of the study.

Mr. Fletcher said it is too early 
to say whether U.S. companies are 
losing their competitive edge. The 
study, requested by Congress last 
year, is titled, “American Industry 
and the Environment; Implications 
for Trade and U.S. Competitive­
ness.” It will look at the role that 
government policy plays in shaping 
the industry’s growth, and should be 
completed next summer, Mr. Fletch­
er said.

Figures prepared by the Organi­
zation for Economic Cooperation 
and Development, Paris, show that 
the worldwide market for environ­
mental equipment and services will 
reach |300 billion by the year 2000, 
up from $20(r billion in 1990, Mr. 
Fletcher said.

But Mr. Ferrier’s San Diego com­
pany has data that include a broader 
array of equipment and services and 
show the worldwide market will 
reach $408 billion by 1996, up 9% 
horn $270 billion in 1991. / '

One of the largest markets is the 
United States, which is expected to 
spend about $164 billion in 1996, up 
from $120 billion last year, followed 
by Western Europe, which is expect­
ed to spend $130 billion in 1996, up 
from $82 billion, Mr. Ferrier said.
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Thinking Green
In Japan, Environment 

Means an Opportunity 

For New Technologies
Firms Offer Grand Schemes 

To Suck Carbon From Air 

, And Make Deserts Bloom

An Alternative to Sacrifice?

By Jacob M. ScHLEsiNGER
Staff Reporter of The Wall Street Journal

■ OSAKA, Japan - Cradling a plastic 
globe marked up like a war map, Yukinori 
Kuwano explains the latest Japanese plan 
for world conquest.

Instead of pins or flags, the Sanyo 
Electric Co. executive labels the strategic 
points with tiny solar panels. And the 
connecting lines aren’t battle paths but 
Superconducting wires that could zip'elec­
tricity from Nevada to New York, from 
.Australia home to Japan.

A half-century ago, Mr. Kuwano notes, 
his country waged a disastrous imperial 
war partly to lock up fuel supplies. Now he 
sees Japan helping peacefully supply all 
the world’s energy with something called

The View From Rio
As the Earth Summit convenes, environ­
mental predictions are sure to be abun­
dant and contradictory. History offers 
little guidance, leaving scientists to rely 
on mathematical models fed to super­
computers. Stories on Page Bl.

Genesis, the Global Energy Network 
Equipped with Solar Cells and Interna­
tional Superconductor Grids.

’’This is a very realistic idea,” insists 
Mr. Kuwano, Sanyo’s head of research and 
development. He figures the solar panels 
and their surroundings would require ”a 
very, very small area,” only about 12% of 
the world’s desert space, by the mid-21st 
century. The cost of 20 quadrillion yen 
(S150 trillion) is hefty, he says, but worth it 
because there would be no pollution.

So goes environmentalism Japan-style. 
Here, fear of global warming isn’t a crisis, 
it’s an opportunity for the ultimate indus­
trial policy. The Earth Summit opening in 
Brazil today is expected to bring a frac­
tious debate about ecology vs. economy 
trade-offs. But Japan sees it as a chance to 
offer a compromise vision, pushing as a 
model its own history of combining healthy 
growth with tough pollution controls - and 
perhaps promoting Japanese-designed 
equipment to help other countries do the 
same.

japan’s distinct green movenieni is, 
characteristically, an apolitical, top-down, 
business-bureaucracy coalition with a 
faith that technology can solve anything. 
Nonprofit environmental activism is rela­
tively anemic in Japan, but a number of 
Japanese corporations have drafted gran­
diose save-the-Earth plans like Sanyo’s. , 
The Ministry of International Trade and 
Industry (MlTl) has crafted a detailed 
100-year blueprint on how to eliminate the 
world’s pollutants, and is planning a 
gleaming new Research Institute of Inno­
vative Technology for the Earth (RITE) 
near Kyoto.
■, A RITE brochure boldly proclaims its 
mission: ’’While the world’s environment 
has undergone great change during the 200 
years since the industrial revolution, Ja­
pan intends to restore that environment 
over the next decades.”

Many Americans, frustrated with the 
emotional debate and paralysis that dogs 
their own environmental policy, view that 
confident, long-term consensus approach 
with marvel. Some fear a Japanese com­
petitive edge in yet another key commer­
cial sector. Take, for example, the idea of 
•’carbon fixation”-actively wiping out ex­
cess carbon dioxide in the air rather than 
simply trying to curb discharges. ”In the 
U.S., it’s just the beginning of even talking 
about that,” says Frank Press, president 
of the National Academy of Sciences, who 
recently joined RITE’S advisory board. “In 
Japan, they’re announcing research pro­
grams.”

Several such public and private efforts 
are under way. One RITE approach: 
breeding a new species of super-algae and 
bacteria that could “photosynthesize” the 
carbon emissions into new fuels, as well as 
proteins, fats, and carbohydrates.
Japan’s Record

But critics charge that Japan’s eco-tech 
crusade is the untenable cop-out of a 
country with little socio-political check on 

, its powerful industries. Japan’s much-bal- 
lyhooed progress in pollution and energy 
efficiency ended in the mid-1980s and now 
appears to be slipping; new technology is 
the main alternative to corporate sacri­
fice.

Those techno-fixes can go to extremes. 
Later this year, for example, Japan will 
launch the ecological high-wire act of 
shipping up to 30 metric tons of highly 
radioactive plutonium thousands of miles 
from Europe by sea over the next 20 years. 
That’s part of an intricate scheme to 
replace polluting fossil fuels with a special­
ized nuclear energy. But plutonium-aban­
doned by most other countries for non­
weapons use as too dangerous - could 
be far more destructive than the fossil 
fuels being replaced if it leaked or fell into 
terrorist hands.

"Japan is weakest on issues that 
squarely confront value questions” such as 
giving up some economic benefits to pro­
tect endangered species, contends Alan S. 
Miller, executive director of the University 
of Maryland's Center for Global Change, 
who studies Japanese environmental tech­
nologies. Many of Japan’s projects, such

Pleasf "”un! to Pape AlO, Column A
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as the carbon-fixation wont, are "sure 
losers.” he argues. "This all fits well with 
he Japanese ideal that if you can find a 

technical fix and just pay a little more, 
then nothing would have to change."

Indeed. Japan s postwar environmen­
tal record is largely one of unfettered 
commerce running roughshod over nature 
yielding only when creating a serious 
threat to its people or its economy. Japan’s 
tough pollution clampdown came after 
some of the world's most notorious indus­
trial-poisoning disasters killed or maimed 
thousands of Japanese. Its stellar energy 
efficiency came after the oil shocks threat­
ened to derail the industrial world’s most 
oil-import-dependent economy. Japan is 
terrible, environmentalists assert, on mat­
ters that don’t immediately jeopardize its 
citizens or its companies, such as preserv- 
ing rain forests. Only international opposi­
tion has recently forced some change.

Japan was also late responding to the 
wave of environmental concern leading to 
the Brazil summit. The government boasts 
that a Japanese scientist discovered the 
hole in the Earth s protective ozone layer, 
in 1982. Yet Japan initially refused to ratify 
the 1985 Vienna Convention on global 
warming and ozone depletion.

Eventually, however, the wheels of Ja­
pan Inc. started to turn. MITI in 1990 drew 
up “New Earth 21." a five-plank program 
that would lead to “restoration of the green 
planet” by the year 2100. That, of course, 
would require new technology. So the 
ministry created RITE, believed to be the
worlri’*? fircf rnmmor^iol

their own programs. The Construction for the studv 
Ministry wants to build 20 model “earth th 
friendly homes” over the next two years also^h^'in^^h^^^ government says if is
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set up a conference in Turkey that dis- emits less sulfur oxMe
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the Aral Sea region. ahzed nations and recycles a higher per-

Corporate Japan has also acted on its 1980s,
own. Keidanren, Japan’s powerful busi- tijfn Organiza-
ness federation, urged companies last year Cooperation and Devel-
to incorporate environmental protection ^ o " P
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Environmental Industries Trends and Characteristics

I. Overview
The global market for environmental goods and services (EGS) is large 

and growing fast. The Organisation for Economic Co-operation and Development 

(OECD) estimates that in 1990 the global EGS market stood at $200 billion and 

will grow annually by five to six percent to reach $300 billion by the year 

2000.^ The International Finance Corporation, the private lending arm of the 

World Bank, says that the global EGS market is already $300 billion and will 

double to $600 billion by decade's end.^ Furthermore, these estimates may not 

capture business opportunities for preventing pollution through "cleaner 

production." While calculations of environmental market sizes should be viewed 

with caution due to varying definitions of the market and inconsistent quality 

of data, it is clear that the environmental sector of the economy is sizable. 

For comparison, the aerospace products industry commands a global market of 

$180 billion and the chemical products Industry stands at $500 billion.®

^Organisation for Economic Co-operation and Development, "The OECD Environment 
Industry: Situation, Prospects and Government Policies," (Paris: OECD, 1992). 
^International Finance Corporation, Investine in the Environment; Business 
Opportunities in Developing Countries. (Washington, DC: The World Bank and The 
International Finance Corporation, 1992), p. iii.
®OECD 1992, op cit.
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Demand for ECS and cleaner production technologies are growing 

throughout the world although priorities vary by country and region. National 

environmental markets depend on both perceptions of environmental problems and 

ability and willingness to address those problems. Economic structure, 

geography and demography, and natural resource base (including ecological 

services provided by nature to assimilate pollutants and repair damage) 

determine the relative benefits and costs of responding to various 

environmental threats. Financial and technical capabilities as well as past 

experience in environmental management bear on national ability to enact and 

enforce environmental regulations. Public perceptions of environmental risk 

and interests of affected groups Influence the will of nations to attack 

environmental problems. And, although regulation remains the most important 

driver of EGS markets, corporate interest in appealing to "green" consumers 

and investors is of growing importance to developers and vendors of EGS and 

cleaner technologies, particularly in the industrial democracies. Also, a 

small but growing number of companies perceive competitive advantages accruing 

to proactive environmental management. (See Ch. ?).

For many less developed nations, acute threats to human health posed by 

a lack of basic environmental Infrastructure such as running water and refuse 

collection are high priority. Often even the most rudimentary pollution 

controls or facilities are missing and relatively unsophisticated EGS may 

effect large reductions in environmental risk. In some developing countries, 

including the behemoths of China and India, poor rural areas, abysmal 

environmental infrastructure for most urban dwellers, and rapidly growing
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Industrial sectors nay co-exlst presenting a variety o£ simultaneous 

envlronnental challenges ranging fron basic sanitation to unchecked vehicle

emissions to toxic Industrial wastes.
on the other end of the spectrun are a handful of affluent countries

that have the toughest envlronnental standards and dominate the current EOS 

market. They Include the United States, Australia, Canada, Japan, New Zealand, 

and portions of Western Europ.-Germany, the Netherlands, and the Scandanavlan 

countries being most notable. Among these countries considerable progress has 

been made against many traditional problems. No. more subtle

(e.g., toxic substjnces and Indoor^r^follutlon), more recalcitrant (e.g., 

smog and agricultural runoff), and more recently recognized (e.g., global 

.arming and acid precipitation) threats are being attacked. Both ne. 

technologies and existing ECS are in high demand. Among these -greenest- 

countries one cannot Identify a country that Is -ahead- In terms of 

environmental regulations or performance because their priorities and 

environmental histories vary. For Instance. In 1987 only 39 percent of 

Japanese and 50 percent of Austrians .ere served by centralized sevage 

treatment plants versus 75 percent In the United States and 88 percent In 

.estem Germany.* Also, Western Europeans are Just.lJ^ng-ln-4;^tomotlve

•Helmut Kaiser Consultancy, -T)>e ""“"I'/thouWalso

percent^Japanese are connected to sewerage systems. As in the U.S., septic 

systems are also in extensive use.
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catalytic converters that Americans and JAPanese-have--t»ed-3lTtee~fehe mid- 

1970s.^ And many U.S. Industrial and utility boilers are only now starting to 

control sulfur oxides and nitrogen oxides to the extent achieved In Japan and 

western Germany In the last decade.®

In between the two extremes of environmental capability Include a 

growing number of newly Industrialized and rapidly Industrializing states 

(e.g., Ta^an, South Korea, and Mexico.) that are beginning to pay serious 

attention to the environmental costs of their development. Also Included are 

the set of formerly centrally planned states of Central and Eastern Europe as 

well as the Commonwealth of Independent States (CIS) that have Inherited 

severe environmental threats to health and ecology, and dependence on highly 

polluting and Inefficient capital stock that contributes to further damage.

The environmentally lagging countries of the European Community 

(Including Greece, Portugal, Spain, and also Belgium, Britain, and France) are 

another type of EGS market where upgrading environmental Infrastructure and 

controls to meet tougher EC standards will be a priority.

Some environmental problems are global In scope and have attracted 

widespread attention; they do not neatly fit Into the divisions just 

described. Rich and poor countries alike have acceded to the Montreal 

Protocol on Substances that Deplete the Ozone Layer and have pledged 

themselves to phase-out production and use of ozone-depleting compounds like

’Patrick Oster, The Washington Post. "EC Rushing to Clean Up Environment,' 
June 14, 1992, pp. HI, H5. (Find better cite.)
‘Jeffrey C. Smith, Executive Director, Institute of Clean Air Companies, 
personal communication 6/16/92; *Flnd literature cites
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chlorofluorocarbons (CFCs) although a more lax phase-out schedule and funding 

mechanisms were needed to entice some developing country signatories. 

Widespread concern is also placed on global warming potential. Markets for 

CFC substitutes and recycling, and for CFC-free processing are already robust. 

Global warming concerns are likely to offer even greater opportunities for 

purveyors of ECS and cleaner production technologies. Including energy 

production and use technologies.

Opportunities for US ECS firms exist for controlling, treating, and 

cleanlng-up pollution and environmental damage in all media--air, water, and 

land--in most if not all regions of the world. There are likely to be even 

greater opportunities in what might be termed,.-th^ " invisible"^^vironmen^l 
sector; the provision of cleaner prodif<^€ton, pollutiW pr^ention,"aiwWiergy 

efficiency„goods-and-saiyices. Cleaner technologies include combined cycle 

gas turbine power production, direct reduction of steel, wind power, chromium- 

free leather tanning, improved metal plating, compact fluorescent lighting,

"no-clean" soldering, refinery automation, improved application of paints and 

coatings, thermostatic controls, and many more in virtually all economic 

sectors. In the industrializedj>o^d^triiig$nt standards are becoming more 

difficult to meet solely through end-of-pipe pollution contyls. At the same

time-^eA^oping and restructuring economies might more cost-effectively mesh 

environmental and developmental aspirations by adoption of cleaner 

technologies. American firms, however, are facing growing challenges from

foreign companies both overseas and in the domestic U.S. market for the 

provision of both trad^t^nal EGS and cleai^ technologies. ^0^
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Markets for EGS or any other kind of good or service are defined not 

only by needs but by ability to pay. EGS demand is largest in the 

industrialized countries of the OECD and they are likely to continue to 

dominate the EGS market over the decade because of their ability to afford 

more stringent environmental management. Some rapidly industrializing 

countries, including South Korea, Taiwan, Mexico, and Singapore, among others, 

are beginning to expend significant resources into environmental protection, 

making them significant and self-sustaining EGS markets. However, many 

countries of the world including the nations of Eastern Europe, the former 

Soviet Union, and most developing states lack the extensive financial 

resources and convertable currency needed to achieve anytime soon the level of 

environmental protection achieved in the United States or other leading 

industrial democracies. Investors and exporters to these regions may find 

tall financial hurdles. They may need to be facile at tying into the hard 

currency provided by development banks and bilateral assistance; or they must 

be clever and innovative enough to link their operations to export commodities 

and earnings. Eastern Germany is exceptional because its union with western 

Germany has given it a stable currency, less risky political and legal 

environment, and support of one of the richest and productive economies in the 

world; eastern Germany's eastern neighbors are not as fortunate. However, in 

the longer term--and perhaps in the not so long term for some countries--even 

the less affluent states may emerge as alluring EGS markets.

II. Market Drivers
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By and large envj^oQmaBfcal markets are driven by regulations.^ This is 

because markets of buyers and sellers will seldom on their own pick up the 

costs that pollution and environmental degradation place on third parties and 

society as a whole. In economic terms, pollution is a "negative externality" 

and the services nature provides in the form of cycling air and water, 

maintaining soils and biological diversity, and so forth, are "free goods." 

The opposite side of the coin is that "positive externalities" or benefits 

that accrue to third parties and society from the use of environmental 

technologies are often not adequately captured in the market by technology 

developers and users. These "markfiLfc-f^^r^s" diminish the_welfare^maxim^ing 

force that free markets-can-theorettCally^dllver. ^

In short, without regulation, people will pollute excessively; there is 

little incentive for a person or company to routinely pay more for something 

or exert additional effort to help others or society at large unless there is 

reasonable assurance that others are forced to pay too. This is why 

governments levy taxes. This is also why laws are enacted for worker safety, 

consumer protection, and many other areas. pnV»Hn

types of "market failures" are classically justl^fied reasons for government

regulation.

’Here regulation includes the use of environmental taxes and charges, 
marketable pollution allowances, and assignment of liability on polluters as 
well as conventional "command-and-control" approaches that require achievement 
of performance-based or technology-based environmental standards.
®There are other market distortions and failures, including insufficient 
information, transaction costs, and monopoloies, among others.
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While the roots of environmental law can be traced back to to early laws 

on public health and sanitation, and to principles of common law, modern 

environmental law and regulation came into being at the end of the 1960s and 

beginning of the 1970s. The United States pioneered envirorunental regulation 

with establishment of the Environmental Protection Agency (EPA) and enactment 

of comprehensive air and water legislation.’ These laws mandated 

technological controls on vehicle, industrial, and municipal emissions and 

effluents. Later Federal laws also controlled drinking water standards, 

hazardous waste disposal and remediation, commerce in toxic substances and 

pesticides, and other areas.of the laws, like the 1970 Clean Air Act, 

were technologj^ forcjjig: that is, they required performance not technically 

feasible at the time of the laws' enactment thus stimulating technological 

innovation. New California regulations requiring sales of ultralow-emitting 

and zero-emitting vehicles over the coming two decades continue in this 

tradition.
Environmental_,l4ygCc^at^e^m^kets for pollution prevention, control and 

clean-up equipment and supplies; for environmental design, engineering, legal, 

and management services; for construction and operation of facilities; for 

analytical equipment and monitoring services; and for alternative or 

substitute technologies (e.g., "no-clean" soldering, fuel switching, and

’*CITE Clean Air Act of 1970, Clean Water Act.
i®*CITE Safe Drinking Water Act, CERCLA (Superfund), RCRA, TSCA, FIFRA as 
e.g.'s
^^Michael Scheible, Deputy Executive Director, California Air Resources Board, 
at "The Clean Air Marketplace" Conference, Tysons Comer, VA, April 22-23, 
1992. Find citation.
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alternative fuels). Sometimes environmental laws and regulations force EGS 

O markets dir-ec4j,y-b%.-aandating industries, vehicles, households, and

municipalities to meet certain performance standards, for instance, not 

exceeding a certain amount of carbon monoxide or soot per mile driven in a car 

or some amount of sulfur emitted per unit of fuel burnt in industry. In such 

cases a number of environmental technologies and practices might allow 

achievement of standards .^/T^^olpgy»jasftd standards that dictate Installation 

of particular environmental devices can stimulate large markets rapidly for 

designated EGS althn^h longer-term innovation may suffer because competing 

teehnoln^^s-and-approaches—are—nat__sa^tioned.

^ Indirectly, regulations can promote EGS markets by making pollution and

waste too expensive ald3aouith-p<;^ illegal. For instance, the U.S. Resource 

Conservation and Recovery Act (RCRA), among other things, places stringent 

requirements on storage, transport, and treatment of hazardous wastes. This 

directly stimulates EGS expenditures related to hazardous waste handling and 

disposal but also stimulates markets for EGS and cleaner technologies to help 

waste producers offset increased disposal expenses through waste minimization. 

Similarly, pollution taxes and fees can stimulate EGS and cleaner 

technologies. Innovative regulatory approaches pioneered in the United 

States, including marketable emissions allowances for air pollutants and

^^Robert Repetto, George Heaton, and Rodney Sobin, Transforming Technology: An 
Agenda for Sustainable Growth in the 21st Centure. (Washington, DC: World 
Resources Institute 1991), p. 23.
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Global and OEjBjOvervlew

Of the $200 billion 1990 environmental market reckoned by OECD, $164
.)

billion (82 percfent) occurs within OECD states.The remainder is split 

between "East Europe/Soviet Union" (sic) $15 billion (7.5 percent) and "Other" 

$21 billion (10.5 percent). OECD-Europe accounts for $54 billion (27 percent) 

(see Table 2) while OECD-North America accounts for $84 billion (42 percent); 

the U.S. share being $78 billion--by far the largest national market in the 

world. OECD-Asia/Pacific stands at $26.2 billion (13 percent) dominated by 

Japan's $24 billion market--the second biggest national environmental market. 

In OECD's estimation the global EGS market will grow between five and

ler thansix percent annually to reach $300 billion by the year 2000 w

average growth in Canada (7.9 percent), Japan (6.7 percent), a number of EC 

states that need substantial effort to meet Community standards (Spain, 

Portugal, Greece, Italy, Belgium, Britain, and Ireland), and the "other" 

category which Includes the dynamic economies of the Pacific Rim (6.8 

percent). Lowest growth rates are anticipated in the Nordic countries, 

Germany, the Netherlands, Switzerland, and Austria which already possess 

relatively advanced environmental management capabilities. "East Europe/Soviet 

Union" is also expected to exhibit lower than global average EGS market 

growth (only 4 percent).

By environmental sector, . OECD EGS industrial output for 1990 was $48 

billion (24 percent) for environmental services, $60 billion (30 percent) for 

water and wastewater treatment equipment, $40 billion (20 percent) for waste

^^Data for these several paragraphs are from OECD, op cit.
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management equipment, $30 billion (15 percent) for air quality control 

equipment, and $22 billion (11 percent) for "other" which includes 

contaminated land remediation and noise control. Within OECD, hipest 

predicted growth rate is within the service sector (7.4 percent annually to 

$80 billion in 2000) and lowest in water and wastewater treatment (4.0 percent 

annually to $83 billion). Waste management equipment output might grow at a 

6.4 percent to $63 billion and air quality control at 4.4 percent to 42 

billion. The "other" category is estimated grow at 5.1 percent annualy 

through the decade to $32 billion reflecting expected strong growth from a 

currently modest base in remediation markets.

United States

The United States is the world's largest producer and consumer of ECS. 

This is because of the Nation's large size and its relatively strict 

environmental regulations. As previously noted, estimates of the U.S. EGS 

market vary due to different definitions as well as from differences in 

methodologies and Interpretations. The Environmental Business Journal (EBJ) 

reported that the U.S. EGS Industry earned revenues of $132 billion in 1990 

and about $135 billion in 1991; although mobile source air control revenues-- 

mainly catalytic converters--of about $8.3 billion in 1990 were not 

included.^® From an expenditures approach, EPA reported U.S. 1990

^®Environmental Business Journal. April 1991 and April 1992; Grant Ferrier, 
editor-in-chief. Environmental Business Journal, at ETEX '92 Environmental 
Conference and Exposition, Washington, DC, April 7-9, 1992; U.S. Department of 
Commerce in ICF Resources and Smith Barney, op cit.
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environmental spending to be $115 billion.^’ These estimates are 

significantly larger than OECD's $78 billion estimate. EBJ's breakdown of the 

U.S. industry is presented in table 1.

Table 1. U.S. Environmental Industry Revenue and Growth (Billion $)

Segment _____
Analyt. Services 
Solid Waste Mgmt 
Hazardous Waste Mgmt 
Asbestos Abatement 
Water Infrastructure 
Water Utilities 
Engineering/Cons true t'n 
Resource Recovery/Recycl 
Instrument Manuf 
Air Pollution Control 
Waste Mgmt Equipment 
Environmental Energy 

TOTAL^o

Source: Environmental Business Journal

'88-'89 '89-'90 '90-'91
1989 Growth 1990 Growth 1991 Growth

1.6 23X 1.7 6X 1.7 IX
23.5 14X 26.1 IIX 27.4 5X
12.1 22X 13.3 lOX 13.7 3X
3.8 27X 4.0 5X 3.0 -24X

11.7 7X 12.1 3X 12.5 3X
11.1 6X 11.5 4X 11.8 2X
10.2 26X 12.2 20X 13.4 lOX
14.2 23X 17.2 16X 15.8 -8X
1.5 25X 1.7 14X 1.8 4X
5.3 -4X 5.4 2X 5.3 -IX
9.8 9X 10.4 6X 11.0 6X
1.5 25X 1.8 20X 2.0 9X

106.9 15X 117.5 lOX 119.4 2X2X .er J

.'V

”ICF Resources and Smith Barney, op clt., pp. 1-2, 1-3, original estimates in 
A. Carlin and the Environmental Law Institute, Environmental Investments: The 
Cost of a Clean Environment--A Summary. EPA-230-12-90-084 (Washington, DC: US 
EPA, December 1990) were expressed in 1986 dollars and were Inflated 15 
percent to derive 1990 dollars.
^°Note: Two additional segments--Diversified Companies (EGS firms with less 
than 50 percent of business in any other segment) and Conglomerates (large 
diversified companies with significant EGS business divisions or 
subsidiaries)--are Included in EBJ's 1990 tally ($11 billion) but not in their 
1991 tally, although the editor-in-chief stated at ETEX '92 that they totaled 
about $14 billion.
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Future ECS growth is expected from a number of directions. For 

instance, an analysis done for EPA of EGS business opportunities offered by 

the Clean Air Act Amendments (CAAA) of 1990 estimates that average annual 

revenue increases (in 1990 dollars) for stationary and mobile source air 
pollution control equipment manufacturers will b^^2^-4.0 liillion in the 

years 1992-95 and between/^4.8-6.5 billion in the years 1996-2000.®^ 

Engineering, design, and coRStfuctioQ^ydrms could experience annual revenue 

increases of $400-700 million and $100-200 million during these periods, 

respectively. Makers of instrximents and monitoring systems might see earnings 

grow $200-400 million and $100-200 million annually over the two periods.

This particular analysis also estimates average annual gains to natural gas, 

low-sulfur coal, and reformulated and oxygenated gasoline producers ($600-800 

million in 1992-95 and $1.7-2.3 billion during 1996-2000) stimulated by the 

CAAA.

CAAA stimulates these markets by tightening emissions control 

requirements for both stationary and mobile sources including, among others, 

ordering major reductions in sulfur and nitrogen oxides (S02 and NOx 

respectively) emissions from power plants and other major sources; greatly 

enhancing controls on 190 toxic air pollutants; tightening tail-pipe and 

evaporative standards for vehicles and service stations; mandating sale of 

cleaner and alternative fuels and vehicles; increasing monitoring requirements 

for power plants; and regulating disposal of CFCs.

^ICF Resources and Smith Barney, op clt., p. IV-3
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State and local air quality requirements will also greatly stimulate the 

air quality market for both traditional ECS and cleaner products and 

processes. The South Coast Air Quality Management District's tough regulations 

to control smog in southern California and California's laws requiring 

development and marketing over the next decade of low-, very low-, ultralow-, 

and zero-emission vehicles over the decade are exemplary; particularly as the 

"California car" is under consideration for adoption by other states, as New 

York and Massachusetts have already done.

Similar growth in U.S. EGS demand may occur for other environmental 

sectors. New drinking water standards and storm sewer management regulations 

mandated by the Clean Water Act's 1987 amendments are being promulgated. And 

state and local regulation of wastes and recycling grows. The Congress has 

been working on reauthorization of the Clean Water Act and the Resource 

Conservation and Recovery Act--the Federal law that regulates most aspects of 

hazardous and non-hazardous waste. Without knowing what the reauthorized laws 

will look like, an analysis of EGS demand like that done for the CAAA of 1990 

is not available.

Contamination and waste from decades of U.S. military activity and 

weapons production during the Cold War are now large environmental issues.

Many Defense (DOD) and Energy (DOE) Department facilities are extensively 

contaminated with various wastes ranging from radioactive byproducts of 

nuclear weapons production to widespread spills of common fuels and solvents. 

This hazardous legacy threatens health and the ecology. Also, decontamination 

of decommissioned military facilities is Important if those lands are to be 

made viable for civilian use and commercial investment. DOE's environmental
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restoration and waste management budget was near $2.7 billion in FY 1991 and 

some estimates of the costs for clean-up, decontamination, and waste 

management of the Nation's nuclear weapons complex reach $75-105 billion 

through the year 2010.“ DOD's Defense Environmental Restoration Program 

(DERP) has grown in funding from $150 million in FY 1984 to over $1 billion in

FY 1991.”

Western Europe
The European Community (EC) and Western Europe generally can be divided 

into three major tiers in terms of environmental priorities and 

capabilities.’* The top tier countries already possess relatively advanced 

environmental management systems including comprehensive legislation, 

stringent standards, capable administration, and good Infrastructure.

Demaj:k, Qexmany, and the Neth^lands are the EC members that fall in this 

tier; Finland, Norway, Sweden, Switzerland, and perhaps Austria may also be 

considered here. Modest EGS growth of under five percent annually is 

expected in these markets through 2000. The middling tier includes Belgium,

“U S General Accounting Office. Long-Term Plans to Address Problems of the 
Wftaoons CompiEvolving. GAO/RCED-90-219, September 1990. The GAO also 
includes $50 billion for modernization of the Weapons Complex.
“"Defense Environmental Restoration Program Annual Report to Congress for 
Fiscal Year 1990," as cited in Robert P. Morgan and Erik T. Rotto, "Applied 
R&D and Technology Development for Environmental Restoration in the Department 
of Defense: A Preliminary Assessment and Comparison with Related Activities in 
the Department of Energy and the Environmental Protection Agency," Report No. 
91-3, Center for Technology Assessment & Policy, Washington University, St. 
Louis, MO., September 1991.
’*Richard Haines, "Pollution Control Market to Flourish in Post-1992 Europe," 
Pollution Prevention, vol. 1, issue 2, April 1991, pp. 11-20.
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France, Ireland, Italy, Luxembourg, and the United Kingdom, which have less 

rigorous environmental policies in place. Their markets may grow at five to 

seven percent annual rates through 2000 as they catch up to first tier 

environmental standards and capabilities. The bottom tier Includes Greece, 

Portugal, and Spain which have not had extensive environmental experience and 

generally are lacking in adequate physical infrastructure, and technical and 

administrative capabilities to enforce strong environmental policies. They 

are challenged with building up environmental management capabilities from a 

relatively low level in order to meet EC-wide standards. Estimates of their 

annual growth of EGS demand through 2000 are greater than seven^pe^eht; and 

in the shorter-term, through 1995, over \^^^cent.®* Several estimates of 

Western European environmental markets are presented in table 2.

Table 2. Western European Environmental Markets ($ billion)

ECOTEC ann. OECD ann. Ecofin, Rovid
1989 1995 rate 1990 2000 rate 1990 1995 2000

Germany (west) 12.3 15.0 5.2X 17.0 23.0 4.OX
France 5.8 8.6 6.71 10.0 15.0 5.5X 14.5
United Kingdom 5.7 9.4 8.8X 7.0 11.0 6.3X 17.5
Italy 3.5 5.5 7.5X 5.0 7.7 6.OX 19.7
Netherlands 2.0 2.5 4.OX 2.7 3.7 4.IX 4.3
Switzerland 1.9 2.5 3.5X
Spain 1.3 2.6 11.8X 1.8 3.0 7.4X 3.5
Sweden 1.5 2.0 3.7X
Belgium/Lux 1.0 1.5 7.31 1.4 2.3 6.4X (Belg only)

28.1

3’OECD, op cit.; R. C. Haines, "Market Opportunities for Environmental 
Protection Technologies in Europe Post 1992," Annex A in "Opportunities for 
the Environmental Protection and Waste Management Industry in Europe: A 
Capability Statement," ECOTEC Research and Consulting, Birmingham, UK, June 
1990.
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Austria
Finland
Denmark
Norway
Portugal
Greece
Ireland

EC Total

0.6 0.9 5.2X

0.3 0.5 13.OX
0.2 0.4 10.4X
0.2 0.3 6.6X

33.0 47.3 6.IX

1.3 1.8 4.3X
1.0 1.3 3.3X
1.0 1.2 2.2X
0.7 1.0 4.4X
0.4 0.7 8.3X
0.3 0.5 7.4X
0.3 0.5 6.5X

54.0 78.0 4.9X
57.5 83.1 171.0

OECD-Eur (w/o Turkey, Iceland)

Source: ECOTEC, OECD, Ecofln, Rovld Technology Partners^*

Western Europe presents an EGS market where cutting edge new 

technologies and catch-up with well known approaches are both needed. Even an 

Individual country may present a case where both new and existing technologies 

are needed. For example, some German air quality standards are more stringent 

than U.S. requirements with most all western German major sources of S02 and 

NOx already well controlled, yet many automobiles In Germany still lack 

catalytic converters which will be needed EC-wide for new vehicles next year. 

Most other Western European states have not yet reached (western) German 

levels of stationary source air pollution control or American levels of mobile 

source controls. Both will be areas of market growth. It Is also possible 

that future EC and national policymakers may look toward California-type air 

standards as a model. Industrial VOC controls are another area of EGS demand 

In Western Europe.

3<0ECD, op clt., T. 7; ECOTEC, op clt., T. 4; Ecofln, Rovld Technology 
Partners In Patrick Oster, "EC Rushing to Clean Up Environment," The 
Washlneton Post. June 14, 1992, pp. HI, H6. Note: ECOTEC's definition 
Includes equipment and chemicals and does not Include civil engineering work, 
waste collection costs, noise abatement, and certain other expenditures that 
might be Included In OECD's estimates. Ecofln and Rovld Technology Partners' 
definitions not yet obtained. Figures are rounded to nearest $0.1 billion.
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Chapter 5

Industrial Assistance, Environmental Performance and Competitiveness

This chapter addresses issues related to helping manufacturers comply 

with regulation in ways that minimize competitive disadvantage. It will first 

discuses the link between environmental quality and competitive performance 

and how environmentally-conscious manufacturing can have competitive benefits, 

particularly in comparison to traditional end-of-pipe approaches. These 

sections have not yet been written.

The section included here discusses environmental technical assistance 

to help manufacturers comply with regulation, particularly to implement 

pollution prevention practices. It is still in early form and will be 

bolstered later by additional data/citations/examples. Any 

comments/criticisms are appreciated.

The chapter will also discuss research efforts in clean technologies, as 

well as regulatory Issues in pollution prevention. These sections have not 

yet been written.
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SECTION 4: ENVIRONMENTAL TECHNICAL ASSISTANCE TO MANUFACTURERS

As past OTA reports have documented, the predomTnant mjethod of 
environmental compliance for U.S. manufacturers remains treatmen’^^^^^^^ 

prevention.^ Even though pollution prevention is often the superior 

altisrnative, both environmentally and economically, few firms have.made

N

/aggressive sustained efforts to integrate it into their operations. However,

the process of pollution prevention is similar to the process of manufacturing
■

modernization and as a result, firms may realize significant economic benefits 

from the practice of pollution

ManufacJ^refs'^Saifi turn to a number of public and private programs for 

^assis^^e in preventing pollution, but unfortunately these programs are not 

making the difference necessary to widely diffuse pollution prevention 

practices. All the programs are small and most could better meet 

manufacturers' needs. In particular, by considering pollution prevention 

separately from other manufacturers' needs, particularly for productivity and 

quality Improvements, the programs limit their impact on both pollution 

prevention and increased manufacturing competitiveness.

^ U.S. Congress, Office of Technology Assessment, Serious Reduction of 
Hazardous Waste. OTA-ITE-317 (Washington, DC: U.S. Government Printing Office, 
September 1986); also OTA From Pollution to Prevention: A Progress Report 
Waste Reduction. OTA-ITE-347 (Washington, DC: U.S. Government Printing Office, 
June 1987).

-2



DRAFT (7/7/92) DO NOT CITE, QUOTE, OR REPRODUCE

This section discusses the need for pollution prevention, why firms have 

not adopted it on a widespread basis and what public and private efforts exist 

to promote it. It then discusses the limitations of the current efforts and 

presents several possible models that may increase the effectiveness of 

pollution prevention technical assistance programs.

The Process of Pollution Prevention

The EPA defines pollution prevention as "the use of materials, 

processes, or practices that reduce or eliminate the creation of pollutants or 

wastes at the source. [It] Includes practices that reduce the use of 

hazardous materials, energy, water, or other resources, and practices that 

protect natural resources through conservation or more efficient use."^

Several factors can make pollution prevention an attractive option for a 

firm. Often, firms begin the process of pollution prevention because 

regulatory changes require them to deal with wastes that they.had not 

previously dealt with. At that point many seek help to solve the problem.

For example, one Ohio foundry firm found that because of regulatory changes, 

it could no longer easily dispose of waste water used to heat and cool parts. 

The firm approached the Environmental Services Program (ESP) of the Cleveland 

Advanced Manufacturing Program to find out how they could now dispose of these 

liquid wastes, (see Box 5-b) .ESP found that the firm did not in fact even

* U.S. EPA, Office of Pollution Prevention, Pollution Prevention 1991: 
Progress on Reducing Industrial Pollutants. (Washington, DC: U.S. EPA), 
October, 1991.
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1/1

need to use one of the two processes that generated this waste water/ The 

assistance helped the firm begin to look systematically at Its entire 

manufacturing process and reexamine long-held practices It had taken for 

granted. In continuing to work with firm, ESP encouraged the firm to avoid 

one-time fixes and Instead adopt a process of continuous Improvement with a 

goal of zero discharge.

Firms also focus on pollution prevention In^the hope of reducing costs

and mMinimizing regulatory compliance problems. In the short run, the process 

^ pollution prevention Involves Incremental changes to the production system

-- fixing leaking machines, storing chemicals better, possibly buying new
<

equipment. The benefits from these activities are usually tangible and 

straightforward, resulting In lower costs and better environmental'compliance. 

These costs savings can Involve reduced material and energy use, lower 

treatment and waste disposal fees, reduced liability, and lower Insurance 

rates. In addition, savings can result If changes Increase productivity or 

product quality.

However, achieving more significant reductions from pollution prevention 

Involves more fun^^^tal..changes In the production process.* In fully 

adopting pollution prevention, management needs to move from a focus on

® In forging metal parts the firm would heat them to around 1500 degrees 
Fahrenheit, let them cool, and then use this water-based solution to reheat 
the parts to temperatures high enough to temper them. The parts would then be 
cooled in water. ESP found that by moving directly from forging to tempering 
without letting the part cool, the firm not only avoided generating the waste 
water, but also saved significant amounts of energy.

* OTA, Serious Reduction of Hazardous Waste. 1986.
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to a strategy of^ntlnuous Improvement with a goal of zero 

discharge, where any process that generates waste, whether the waste is 

regulated or not, is seen as inefficient. For many firms, this entails 

reevaluation of previously unexamined practices and continually seeking 

improvement. Changes arising from this process can benefit both the firm's 

environmental and competitive performance.

The Relation Between Pollution Prevention and Manufacturing Modernization

/ V This process of pollution prevention can lead firms toward continuous

( ^ improvement and is quite similar to the process of manufacturing modernization

as a whole. In fact, a number of pollution prevention technical assistance 

programs have realized that pollution prevention is an extension of the work 

that state and local manufacturing modernization programs were doing with 

firms, especially in the support of adoption of new production systems. OTA 

has extensively analyzed organizational and technological changes involved in 

new production systems.® Various names are used to represent these including 

continuous Improvement, total quality management, computer integrated 

manufacturing. Just-in-time, and lean production. All involve flexible 

automation, statistical process control, and a whole series of technical and 

organizational changes. Pollution prevention is consistent with these other

® See OTA, Making Things Better, and Worker Training: Competing in the New 
International Economy.
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approaches.* Some refer to these aa Total

,_DO-'[lon:rnrr’C!VOTEr'OR_EEPRODUCE
ifhlon

encompasses a set_x>£ orinciples that Include a commitment to zdcar^efects.
/T}

statistical methods to measure sncctds and jftmpowerment fff'^e workers to make 

improvements. -------

There are a number of similarities between polluti^n_^r^§S£^n and 

TQM/manufacturing modernisation.^ Managers, particularly of small and medium­

sized firms, are usually so busy Just getting product out the door that they 

don't take the time to focus on modernizing the production system. They are 

also usually busy meeting the current end of pipe regulations and standards, 

so that they don't have time to focus on pollution prevention. In addition, 

end-of-plpe approaches, like end-of-line quality inspections, require 

relatively little management time and commitment compared to pollution 

prevention and TQM practices which can require significant upfront time 

commitment to get the systems established..

In pollution prevention and manufacturing modernization firms are 

encouraged to examine their production process in great detail and to consider 

changes. For example. North Carolina's pollution prevention program works 

with firms to gather detailed Information on the plant process, including a

* In a study of pollution prevention in a large multinational firm, the units 
that had strong TQM programs in place undertook more wide ranging and 
effective pollution prevention efforts than divisions with less commitment to 
TQM. (Ann Rappaport, Development and Transfer of Pollution Prevention 
Technolo^ within a Multinational Corporation. Dissertation, Department of 
Civil Engineering, Tufts University, May 1992.)

^ For example, see Alvin Aim, "Pollution Prevention and TQM," Environmental 
Science and Technology. Vol. 26, No. 3., 1992; also Gene Blake, "TQM and 
Strategic Environmental Management," Total Quality Environmental Management. 
Spring, 1992.
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plant flow diagram and all inputs and outputs. Manufacturing modernization 

programs administer similarly comprehensive process assessments related to 

productivity.

Both practices focus on better cost accounting and measurement. For 

pollution prevention, firms are encouraged to determine their true cost of 

pollution (e.g., future liability, materials/energy waste, waste disposal) and 

to allocate them to particular production processes. Similarly in 

manufacturing modernization, firms are encouraged to identify all the costs of 

a current production system (e.g., inventory, physical plant costs, reuse and 

scrap cost). In both practices, benchmarking progress is encouraged. For 

example, the environmental waste reduction program of the textile firm 

Hilliken has grown out of its TQM program, which was recognized in 1989 as one 

of three winners of the Malcolm Baldridge Quality Award. Both programs 

involve benchmarking and gathering of detailed Information to measure results. 

Mllliken has set a goal of reducing their SARA (Superfund Amendments 

Reauthorlzatlon Act of 1986) emissions (both reportable and non-reportable) by 

50 percent from 1991.® The firm can measure progress because each facility 

calculates its purchases and \ises of chemicals and reports this to corporate 

headquarters.’

* Under SARA, firms are required to report fugitive air emissions above a 
certain level for certain toxic or hazardous chemicals.
’ Interview with J.E. Silllman, Corporate Environmental Program, Mllliken and 
Company, June 11, 1992.
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Both TQM and pollution prevention stress the need for continuous 

improvement.^® In TQM firms strive for zero defects, while in the best 

pollution prevention efforts, firms strive for zero discharges. In both cases 

firms set goals and follow iterative and continuous procedures that lead them 

in these directions.

The process of decision making is also similar. In the standard 

practice, the environmental manager is the one concerned with environment and 

the quality manager/inspector is the one concerned with quality. Both 

pollution prevention and TQM practices try to integrate their respective 

functions to all divisions of the firm. Waste reduction succeeds best when it 

involves all workers and managers, rather than Just a few people with end of 

pipe responsibilities.^^ For example, in pollution prevention, 

representatives from purchasing, marketing, R&D, production, and design are 

all encouraged to work together to find ways to prevent pollution. Similarly, 

manufact\iring modeimization and pollution prevention often both stress 

increased work fgjxa. pa^icipation. For example, many programs report that 

their best suggestions to prevent pollution come from the shop floor 

employees. One program argues that unless employees buy into pollution 

prevention and managers listen to their suggestions and give them the tools to 

do the job that it won't be successful. Similarly, manufacturing 

modernization efforts succeed.best when shop floor employees are Involved.

Ann C. Smith, "Continuous Improvement Through Environmental Auditing," 
Total Quality Environmental Management. Winter, 1991/92.

OTA, Serious Reduction of Hazardous Waste. 1986.
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In summary, firms that don't do pollution prevention are often firms 

that pay little attention to modernization and TQM, and their problems are 

likely to be similar -- little workforce Involvement or training, little focus 

on true-cost accounting, and little focus on continuous improvement. (NOTE TO 

PANEL -- IS THERE ANY INFORMATION THAT ATTEMPTS TO QUANTIFY HOW MANY FIRMS 

ACTUALLY HAVE PUT IN PLACE TQM AND POLLUTION PREVENTION PROGRAMS? IN 

ADDITION, ARE YOU AWARE OF ANY RESEARCH THAT ATTEMPTS TO DOCUMENT THE ECONOMIC 

BENEFITS OF POLLUTION PREVENTION AND ITS POTENTIAL IN U.S. MANUFACTURING? ) 

Thus, lack of focus, on pollution prevention appears to-bo a symptom of a~

broader problem in manufacturing. As a result, getting firms to focus on 

pollution prevention may also be a vehicle to get firms to focus on the 

broader task of continuous improvement. Pollution prevention can help focus 

the manager's attention on materials, energy, and water efficiency in the 

narrow sense, and overall continuous improvement in the broad sense.

Factors Limiting Adoption of Pollution Prevention Practices

There are a number of reasons why U.S. manufacturing firms have not made 

greater strides in putting in place cleaner production processes, even though 

in many cases, preventing pollution is cheaper and more environmentally-benign 

than end-process treatment.
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Manufacturers Association provides technical assistance bn waste management to 

smaller member companies and also sponsors an industry-wide chemical waste 

exchange.

U.S. trade associations could take a much more active role in providing 

shared pollution prevention seirvlces to their members. They could collect and 

disseminate information on applied research projects for their Industry. For 

example, EPA has funded a number of innovative approaches to reducing waste in 

the plating Industry. However, none of the project developers have approached 

the National Association of Metal Finishers to distribute this information. 

Associations could also put together a data base of waste reduction equipment 

and processes relevant to their members that includes informal evaluations. 

More proactively, they could provide technical assistance directly to their 

members by hiring consultants to work solely with firms in this Industry.

Private Consulting Firms-- A number of state programs refer firms to 

private consultants for more extensive technical assistance. However, many 

environmental consultants are more oriented toward treatment than prevention.

A small number of private consulting firms provide pollution prevention 

technical assistance to industry, mostly to large firms. Many provide 

training to help firms decide where they want to go in pollution prevention. 

They also help firms write pollution prevention plans either required by state 

law or by citizen suits filed.under Section 313 of SARA. However, relative to 

the overall size of the environmental consulting market, pollution prevention 

consulting remains small, {data to be added)

Integrate Pollution Prevention Technical Assistance Into Existing 
Manufacturing Modernization Programs
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Other government programs also aim to modernize production processes.

In fact, at least three emerged before the Interest In pollution prevention.
In the 1970's stliCg^Xi^ federal governments established programs to help 

manufacturers save energy, Including adopting Process

technologies and modifying existing process and practices to become more 

energy efficient. In the absence of a visible energy crises, government 

funding for these progr^Ss^decllned, but funding by utilities has Increased.

In the mid-1980s, par^y^ln response to the IncreasjtA-ggmpetltlve threat to 

U.S. manufacturing, states and the federal government established programs to 

help manufacturers modernize their production processes. Funding for these 
programs Is Increasing. Finally, In^^area of worker_health and safety. —

OSHA funds state technical assistance programs to help manufacturers develop
^ --------------------------------------------------------------------------------------—
safer work practices. Some states alsoj&wvi part of Industry training

efforts. Including efforts to train handling hazardous wastes.

The considerations In providing technical assistance to small 
manufacturers for energy conse^atlon,Roosting jfT^oductlvlty, improving safety 

and health, and reducing waste are nearly Identical.” All four activities 

focus on the manufacturing process. In all cases, much of the work involves 

convincing companies of the merit^^j^^^nge. Each area involves an assessment 

component usually using a standard protocol. The best approaches generate 

worker Input and Involvement,.provlde_gflxk£&gc^^^£ftlnlng, focus on continuous 

Improvement, and address both fundamental and incremental changes.

” Kitty Weisman, David Harrison, and Alice Shorett, Taming the Toxic Threat: 
Strategies to Reduce Hazardous Wastft Generation In Northwest. Pacific 
Northwest Policy Center of the University of Washington, Sept. 1990.
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In spite of the considerable similarities in functions, these services 

are almost always provided by separate_j)ipgrams with little or no,

coordination. OTA interviewed several state pollution prevention officials 

who were not aware of manufacturing modernization technical assistance 

programs in their states, even though there was considerable similarity of 

function and potential for coordination. While many of the manufacturing 

modernization officials new of the pollution prevention programs, none of them 

had contact with the programs. With the exception of a few programs, these 

functions have proceeded in parallel with little overlap or coordination.

These programs remain separate in large part because neither the federal 

government nor the states think of these programs as comprising a 

manufacturing strategy. Instead, they see each program as serving a specific 

government objective -- e.g., energy conservation, environmental protection, 

or job retention.

Unfortunately, this fragmented approach causes several problems.
---------------------------------------------------------- ------------ -

Separate programs make it hard for industry to turn to one source for 

technical assistance. Moreover, it becomes more difficult for programs to 

establish the long-term working relationships so important to instituting both 

pollution prevention and manufacturing modernization as a continuous process. 

Marketing each separate program to Industry is more difficult.

Separate programs mean that service ^eljyery—is leas- sensitive to a^ 

the firm's needs. For example, one state official who formerly worked in a 

manufacturing modernization program, and who now works in a waste reduction 

program, reported how she used to routinely overlook pollution prevention 

opportunities while helping firms with manufacturing technology problems. The
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modernization program focused on inventory management in the context of Just- 

In-Time and Manufacturing Resource Planning (MRP) but did not recognize the 

implications of purchasing and inventory for pollution prevention. For 

example, just in time purchasing could mean that fewer chemicals are kept on 

site, with less potential for spills or for chemicals to be kept after their 

expiration date. Now with pollution prevention expertise, she sees the 

opportunities that were missed. However, such cross-cutting perspectives are 

still the exception, since most technical assistance providers narrowly focus 

on the one area they address.

Finally, and perhaps most importantly, firms do not usually have 

problems that are easily separable into distinct categories of energy, 

environment, health and safety, and productivity. While government

departments provide these services through separate programs, firms face these 

problems toge^er. As a result, by running separate programs, programs 

sometimes miss valuable synergies in developing solutions that serve more than 

one need. For example, one environmental technical assistance program helped 

a plating firm install an on-site waste treatment system; if the advisers had 

broader expertise in manufacturing Issues they might have seen that the firm's 

process for loading raw stock was very Inefficient and could have been 

significantly improved. Pollution prevention often Involves new equipment, 

yet pollution prevention programs do not always recognize the competitiveness 

benefits (reduced work in process, less labor time, etc.) from the change. As 

one state official commented, "if you are going to provide technical 

assistance to a firm, and are myopically looking at just one aspect of the 

company, then you aren't really helping them."
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EXPORTS/IMPORTS/FINAN

Environmental Protection Seen 

Good Business Practice
By PAULA L. GREEN

Journal of Commerce Staff
NEW YORK - Corporate Ameri­

ca is trying to become a little gree­
ner - this time in ways that involve 
more than green dollar bills.

Increasingly, top corporate exec­
utives are seeing the public relations 
and co^LJuuDfifi^o^ adopting env^ 
ronmentally sound practices after 
decades of increasing pressure from 
activists and government regulators, 
analysts say.

In one of the latest attempts to 
improve their environmental per­
formance, more than 200 corporate 
managers gathered in New York 
Tuesday at an environmental con­
ference sponsored by The Confer­
ence Board.

The two-day session — the New 
York think tank’s second on environ­
mental issues in more than 75 years 
of operation — is a signal, some 
analysts say, that companies believe 
protecting the environment makes 
good business sense.

“To the extent that_vou-can be­
come more efficient- and jeduce 
your liability^vou-caiLbecome more 
profitable." said Rebecca Todd, a 
business professor at New York Uni­
versity who was scheduled to speak 
Tuesday. “Waste is costly. It has to 
be treated, hauled off.. . .You can’t 
dump it over the fence anymore.” 

Added a conference participant 
who works for a United Kingdom- 
based international oil firm: “The

‘To the extent that you can become more efficient 
and reduce your liability, you can become more 
profitable. It has to be treated,
hauled off. . /f^can’t dump it over the fence 

anymore.’
- Rebecca Todd, Business Professor, New York University

tice. The firm helped organize the 
conference. Mr. Graffw said the

of how a clean technology, recy­
cling, Mn"sul^itute for a dirty tech- 
nqjo^, the smelting process. Today, 

, 85% of all aluminum is recy-
•cleo^e adde^

Sp^aking''^»t' a Tuesday session, 
Mr. Graffeo estimated that by the 
year 2000, companies would spend

.environment is not a green, emotion­
al issue anymore. It’s become a not- 
well-understood econoniic is­
sue. and people have to understand 
the implications and opportunities."

The timing of the conference, 
about two months before an interna­
tional environmental meeting 
planned for Brazil, is coincidental, 
said Salvatore Vitale, the Confery 
ence Board’s senior vice president qC 
operations. /

“But there’s no doubt that compa-L 
nies are more concerned about envi- { 
ronmental issues," he said.

This year’s conference focuses on 
how companies can measure the 
performance of their environmental 
programs and the role technology 
can play in producing more environ­
mentally sound production methods.

“We have to use technology to 
clean up dirty processes and develop 
new processes," said Anthony P. 
Graffeo, an executive at Arthur D. 
Little Inc., the Boston-based consult­
ing firm. “ ‘Green p^^gpses’ wjUJlA- 
come less costly as mecost tor-pol- 
luOon control _gpes up." ^
' MrT Graffeo is vice president and 
managing director of the firm’s en­
vironmental, health and saf^y prac-

about $200 billion a year on pollution 
control and abatement, up from $75 
billion in 1990.

But Walter Reid, a senior associ­
ate at the World Resources Inslituta.. 
in Washington, D.C., said U.S. com­
panies aren’t always using govern­
ment environmental regulations to 
increase their efficiency and develop 
new opportunities.

While noting that the conference 
is an indication of the “remarkably 
quick change” of corporate attitudes 
over the past five years, Mr. Reid 
still has reservations.

“It’s a remarkable transforma­
tion in attitude but not necessarily 
action,” Mr. Reid said. “U.S. compa­
nies see constraints on what they do 
instead of market opportunities. 
They’re not taking advantage of en­
vironmental opportunities.”
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jiTa^e ^ets Begin to Reflect Concerns 

E^yirond^taliste^ Official Says^ Bw PAULA l- QnEEN^^^ ^^ nuentiiMM fadns intematloniBy PAUU L GREEN
' CcnuiMro* Staff :

NEW YORK -r- EnviromnOTtal- 
ists and international traders are fi­
nally moving toward the integration 
of trade pacts that will balance the 
needs of both groups, accmtling to a 
top UA trade officiaL

‘Throughout the trade and envi­
ronmental world, there’s an effort to 
balance people’s need to work and 
people’s need to save the land,” said

U5. Trade Representative. “There’s 
been the painful integration to find 
the middle ground.”

Ms. Suro Bredie, responsible for 
Intellectual property, environment 
and technology, pointed to the re- 

^ cently negotiated North America 
I free-^de agreement as a model for 
‘{ future trade negotiators.

“It’s the first greening of a trade 
agreement,” said Ms. Suro ^edie. 
The pact between the United Stotes, 
Canada and Mexieo' was wrapped up 
by negotiators this August and 
awfits Cpngressional approval after 
the U.S. elections. Many environ­
mental g^ps in the United States 
say the agreemoit doesn’t go far 
enough to safeguard the environ-'' 
ment ,,

Ms. Suro Bredie spoke here at the 
r.lobal f^ivlronipental Investment CodSm^ spoiiMi^ by a l^ber 
of grou^, including the Intematibn- 
al Finance Corp., an arm of the 
World Bank; the United Nations En-, 
vironment Progranune; the Invest­
ment Management Institute. About 
150 people turned out for the first'! 
day of the two-day conference, de-', 
signed to encourage investment in' - 
environmentally sound projects.

A top official at the General 
Agreement on Tariffs and Trade, the 
Geneva-based organization that sets 
rules in world trade, said there is no

‘Throughout the trade 
and environmental 
world, there’s an effort to 
balance people’s need to 
work and people’s need 
to save the land.’

— Caiman Sura BrecHe 
Assistant U A. Trade Reprasentattva

reason why natloaal-onviw
standards «nH i^tpi-n^ynal policies can’MjgTntegpafeiPif execu- 
tives and>emciai8^£wefeto several
specific tenets.

“A happy marriage between 
trade and environment is possible,” 
said Richard Ed^GATTs director 
of the trade anSr^vironment divi­
sion, who along with Ms. Suro Bre­
die participated in a panel, called 
the Linkage between Ti^de and the 
Environment

Environmental groups have criti­
cized GATT for not incorporating 
environmental policies into the cur­rent Uruguay ^und of trade liber­
alization talks.

Mr. Eglin said the principles to 
integrate environment and trade in­
clude keeping markets open and 
competitive, respect that not all na­
tions can adopt the same environ­
mental standards and use 
multilateral agreements to resolve 
international environmental dis­
putes.

“The completion of the Uruguay 
Round would allow the trading sys­
tem to contribute to environmental­
ly sound standards,” Mr. Eglin said. 
“If we stick to the principals, there’s 
no reason why countries can’t inte­
grate environmental standards into 
trade policies!”

Mr. Eglin said one of the biggest

questions facing international busi­
nesses is how different environmen­
tal standards among countries will 
be harmonized to prevent the cre­
ation of non-tariff trade barriers.

Speakers in the opening panel 
said the business community and 
public sector have to form partner­
ships to continue the momentum to­
wards sustainable development 
created during the recent Eiarth 
Summit

“With more market-based econo­
mies in the world, there’s more 'of a 
need to engage the markets in the 
process,” said J, Hugh Faulkner, ex­
ecutive director of the Business 
Council for Sustainable Develop­
ment “Prices must reflect all costs, 
including environmental costs.”

The business council, based in 
Geneva, was formed at the request 
of Maurice Strong, the UNCED 
secretary-general, with a mandate 
to encourage the input of business 
and Industry in the UNCED agenda.

Mr. Faulkner said companies and 
countries must adopt the practice of 
“eco-efficiency,” in which value is 
added to products while maximizing 
resources and minimizing energy 
and pollution.

“Those countries and companies 
that adopt eco-efficiency will enjoy 
enormous competitive advantages,” 
Mr. Faulkner added. “UNCED was 
unique because of the partnership 
that evolved. For the first time, 
business was drawn into the play.”

The Earth Summit, sponsored by 
the United Nations Conference on 
Environment and Development in 
June, brought together government, 
environmental and industry leaders 
from around the world to set an 
agenda for environmentally sound 
growth in the next century.

-10 sei up and operite wbbUjr ' ' 
foreign-owned enterprises” in a

service an 1 export-oriented sectiws.
North I orea will give foreign 

companies a three-year tax break.

Police Held Target 
Of M< scow Blast

MOSC( W — A grenade attack 
that injur d eight people lining up , 
outside tt i Moscow branch of 
McDonalt’s resUurant was aimed 
not at the firm, but at a nearby 
poUce sta ion, Yuri Fedoseyev, the ^ad of N^w poUce criminal 
investigatiQns>dfpartment told 
reporters'TB&d ly.

He said one < f two suspects 
detoined after t e Monday evoiing blast, which bn ke windows in the ' 
police station bj Moscow's central 
Pushkin Squara had a history of 
clashes with pqllce.

6 Envoys 
To Spark

Visit Miami ^ 

Asia Trade
MIAMI — 1 he ambassadors of 

six Southeast Asian countries visited 
It the start of a 

tour to
it and
a privatd 
lUon,

The

Miami Monday' 
three-city get-ai 
spark interest' 
trade with the 

The U.S.-Asean’
Washington-based 
sponsored the one-da^ 
council promotes trade and also 
manages a fund for business 
development granted by the Agency 
for International Development 

More than 150 local 
entrepreneurs and executives had a 
chance to hold one-on-one meetings 
with the six ambassadors to the 
United SUtes from Brunei, 
Indonesia, MalaysU, the Philippines, 
Sinaapore and Thailand.

From Wire and Staff Reports
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Since the commencement of the Uruguay Round, 

international attention has been placed upon the global- 

nature of industrial development. Trade is not just 

international in the sense that it reflects the 

export/import policies of national economies, but is indeed 

becoming global in the sense of one world market - or at 

least a few regional markets. The North American Free Trade 

Agreement is one expression of this trend. National 

economic policy is no longer the exclusive force in a 

country's domestic economic activity.

Parallelling globalism in trade relationships, there is 

also the awareness that environmental policy can no longer 

be exclusively national in scope. Trans-border emissions 

are not amenable to national pollution control measures and 

the linkage to trade flows becomes evident when certain 

national environmental standards can create an economic 

burden to the producers subjected to the regulations when 

other nations choose not to impose comparable requirements.
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The linkage to trade policy was explicitly raised with 

reference to the "fast track" rule which is to be applied to 

the ratification of the forthcoming Mexican Free Trade 

Agreement. Previous GATT negotiations tangentially treated 

the relationship by raising the issue as to whether national 

environmental standards were in fact nontariff barriers. We 

are now on the threshold of a more positive definition of 

the relationship to trade policy not only because of the 

environmental consequences, but also because of the economic 

consequences for a failure to do so. An essential 

characteristic of that linkage are the trade sanctions which 

can be applied where environmentally unsound products or 

processes are involved in foreign commerce.

The use of trade embargoes for other 

national/international objectives has demonstrated that 

trade restrictions have been successfully implemented as a 

useful tool to induce compliance with stated diplomatic 

objectives. The use of trade sanctions, either under a GATT 

code on environmentalism, or a nation's trade laws, is an 

appropriate and, increasingly, necessary expansion of the 

linkage. The Administration's May 1, 1991 response to the
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Congress with regard to the issues raised over NAFTA 

indicated:

"Mexico and the United States are coimitted to a 
cooperative program that will encourage sustained 
economic growth and environmental protection in 
both countries ... the two are complementary and 
must be pursued together." (Emphasis added).

An explicit linkage with trade treaties, either GATT or

NAFTA, would accelerate the pursuit and ensure complementary

progress through a trade-related enforcement mechanism.

Environmental Consequences:

At the outset, it is important to disabuse those trade 

professionals who may have a tendency to view environmental 

requirements as obstacles to trade. The recent Mexican 

dolphin/tuna decision rendered by a GATT dispute settlement 

panel is a case in point. Furthermore, there have been 

efforts to harmonize environmental standards at the lowest 

denomination level and to consider more stringent standards 

as being trade barriers. Senator Baucus' September 17 floor 

statement quite rightly indicated that the development of a 

GATT Environmental Code "is likely to be decades away."

Quick fixes at harmonization levels must be avoided as 

interim measures. Nevertheless, the need to negotiate a 

GATT environmental code remains paramount, especially where 

broad ecology damage is caused by multinational sources, as
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in the case of CFCs and the warming trend. Recalcitrant 

nations, through trade sanctions, should be deprived of any 

economic advantages to be gained by non-compliance with such 

standards.

Indeed, developing countries, desperate for a source of 

wealth and job creation, should not be made victims by 

multinational corporations which push for governmental 

policies, designed to promote a regulation-free environment 

as an inducement for their plant location and industrial 

investments. Where plant relocations are involved, both the 

economic welfare of the dislocated workers and the 

environmental health of the new workers are threatened.

There is, moreover, a category of ecological 

requirements which can be effective only if they are 

promulgated on an international basis and for which trade 

sanctions can provide a recognizable and acceptable means of 

enforcement.

Economic Consequences;

Workers are constantly confronted with the contention 

that there are adverse economic impacts to environmental 

regulations. In bolder terms, we face the threat of
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environmental blackmail. Workers have attempted to resist

the option of "your job or your health" and have maintained:

"In the long run, the real choice is not jobs or 
environment. It is both or neither. What kind of 
jobs will be possible in a world of depleted 
resources, poisoned water and four air, a world 
where ozone depletion and greenhouse warming make 
it difficult even to survive?"

USWA Convention, 1990

However, as industrial activity expands beyond national 

borders and comparative advantage presumably dictates the 

flow of trade profits, it is too easy for industrial sources 

to oppose further environmental improvements in the name of 

competition. As a matter of fact, as the control 

requirements move beyond being identified with broad 

environmental goals and are designed to reach specific 

health-based objectives (e.g. risk-based standards in air 

toxics), there is legitimacy to the concern about unfair 

trade competition.

Addressing that potential should be a key focus as we 

move to more comprehensive levels of environmental 

awareness. A nation must be able to protect the public 

health of its citizens. It is not enough merely to 

neutralize the potential of future GATT settlement panels 

which might declare certain eco-requirements as trade
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barriers. There must also be a response to the potential of 

unfair competition within our own markets. The scope of 

U.S. trade laws dealing with unfair trade practices must be 

expanded to include coverage of unfair environmental 

competition.

The integration of trade law sanctions has already been 

established to enforce internationally recognized labor 

rights. Labor rights provisions have been placed in CBI, 

GSP, OPIC and Section 301 of the trade law. An integration 

of environmental means could counteract:

o unfair competition in our own marketplace,

o flight of domestic plants to regulation-free 
environments overseas,

o environmental blackmail arguments during both the 
legislative and the rule-making phase in development 
of environmental standards.

During the debate on the Clean Air Act, Senator Gorton 

proposed an amendment to allow GATT signatories to impose 

duties on another country's goods that do not comply with 

comparable Clean Air standards. Senator Lautenberg proposed 

to amend Section 301 so as to expand the definition of 

unreasonable trade practices which burden or restrict U.S. 

commerce to include "a failure to establish effective
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natural resource protection and effective pollution 

abatement and control standards to protect air, water and 

land.”

A recent report by the Environmental and Energy Study 

Institute, entitled "Partnership for a Sustainable 

Development," highlighted the need to make GATT an 

instrument for a more environmentally sensitive world trade 

system;
"Governmental institutions responsible for trade 
negotiations have had neither the mandate nor the 
expertise needed to address the relationships 
between trade and sustainable development.
Because of GATT's silence regarding environmental 
objectives, environmental regulations that affect 
the ability of foreign firms to penetrate domestic 
markets, as well as national and international 
policies aimed at conserving natural resources 
through trade restrictions or tariff surcharges, 
are vulnerable to challenge and GATT sanctions."

The NAFTA negotiation provides an opportunity to 

promote the linkage, especially since we are dealing with 

contiguous nations intent upon a free flow of trade. If the 

trade negotiations are unable to develop a NAFTA 

Environmental Code comparable to the suggestion offered by 

Senator Baucus for a GATT Environmental Code, perhaps the 

enabling legislation could include a unilateral change in
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the countervailing duty section to establish a system of 

environmental duties.

An October 23, 1991 letter from Majority Leader

Gephardt and Congressmen Levin, Moody, Pease and Wyden to

Ambassador Hills regarding the NAFTA negotiations states:

"There is a growing understanding that trade and 
the environment can no longer be treated as 
separate subjects ... international trade is not 
just about tariffs and prices anymore and the 
treaty ...[must address]... in a serious way the 
environmental and public health issues raised by 
the increased investment and trade between the 
countries, not just in the border zones, but 
within the entire sovereign boundaries."

As the economics of the world are being integrated into 

one global market place and as the national environmental 

policies are either proving to be inadequate in terms of 

coping with global ecological challenges, or being 

vulnerable to erosion due to economic trade pressures from 

less environmentally regulated industrial systems, trade 

treaties and trade laws must incorporate environmental 

considerations. The so-called level playing field for trade 

flows will remain uneven unless environmental considerations 

are an integral part of the trading system. Not only will 

the trade field be uneven, so also will the environmental 

regime, national and international. The victims will be the
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victiins will be the environment and fair trade. The trade 

obstacle which must be removed is the lack of adequate 

standards. GATT and NAFTA must initiate the linkage.



Environmental and Labour 

Standards in Trade
Steve Charnovitz

1. INTRODUCTION

^ LTHOUGH neither the environment nor labour is a new issue in 

international trade, the recently heightened awareness of trade’s social 
dimension presents a new challenge to the GATT system. The stakes are high — 
for both commerce and the ecosystem. The debate is complex — encompassing 
not only economic concerns, but scientific and moral ones as well.

In the Uruguay Round, a few environmental issues are already on the table in 
the agriculture, standards, and subsidy negotiations.' Some environmentalists 
have raised objections to the proposed agreements, and are threatening to oppose 
the Uruguay Round unless it is broadened to consider GATT's role in the 
attainment of ‘sustainable development’. While that approach is not even being 
considered by trade negotiators in Geneva, GATT Director-General Arthur 
Dunkel does agree that the nexus between trade and the environment should be a 
key concern for the 1990s.

In the North American Free Trade Agreement (NAFTA), the Bush 
Administration pledged to Congress that it would include the environmental 
issues ‘related to trade’ in the agreement with Mexico and would ‘maintain the 
right in the FTA to exclude any products that do not meet [US] health and safety 
requirements’.^ The Congress will likely assess any agreement against those 
commitments. Even more than in the Uruguay Round, the effects of freer trade 
on workers and the environment will be central issues in the NAFTA debate. 
Trade experts are beginning to examine them.^

The eco-politics of trade took a surprising turn in 1991 when a dispute panel 
ruled that the US Marine Mammal Protection Act was GATT-inconsistent

STEVE CHARNOVITZ is a consultant to the Competitiveness Policy Council, Washington. DC. 
USA. The views expressed here are those of the author only. He wishes to thank J. David 
Richardson for his helpful comments.
' See Charnovitz (1992) for an analysis of the environmental aspects of the Uruguay Round.
* US House of Representatives (1991), pp. 20.80.
’ For example, see Hufbauer and Schott (1992), especially chapters 6.7, and 16.
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because it forbade the importation of tuna from countries with higher dolphin 
kill-rates than the United States/ Although there are some technical aspects of 
the law which undoubtedly violate the GATT, the panel went far beyond that 
point by declaring that a nation could not use import bans to protect the 

environment outside of its jurisdiction.
This mind-your-own-business attitude of the GATT panel infuriated many in 

the environmental and 'public interest’ communities. Ironically, it also played 
into the hands of anti-GATT activists who were quick to brand the Tuna-Dolphin 
decision as a ‘GATTastrophe’ for the environment.* The panel’s decision is 
viewed by some observers as a threat to decades of progress in international 
environinental regulation.*

Since 1990, a growing band of environmentalists has portrayed the GATT as a 
mossback, parochial instimtion threatening the goals of sustainable development 
and public health.’ Defenders of the GATT had dismissed, as misinformed 
paranoia, the notion that the CONTRACTING PARTIES would ever try to 
undermine national environmental standards But with the Tuna-Dolphin 
decision, the activists now had a ‘smoking gun.’* If a 19-year old conservation 
law (not generally perceived to be protectionist in intent) could be viewed by a 
GATT panel as a fundamental violation of world trade rules, then it became easy 
to explain to the public why such rules were in need of reform.’ The case for 
reform was buttressed by the fact that the same logic employed by the panel 
could be used to challenge bedrock environmental treaties like the Convention 
on International Trade in Endangered Species of Wild Fauna and Rora (CITES) 
and the Montreal Protocol on Substances that Deplete the Ozone Layer.

This article examines the relationship between environmental protection, 
workplace conditions, and world trade. Section 2 provides an overview of the 
major issues, emphasising the congruence of the ecological and labour critiques.

* The panel found that the US law violated GATT Article XI, did not qualify as an internal 
regulation under Article III. and did not qualify for the exceptions in Article XX (b) and (g).
’ Slogans abound: The GATT, it is said, stands for ’Guaranteeing A Toxic Tomorrow’. The 
environmentalists are accused of favouring TREEP — ’Trade Related Environmental Excuses for
Protectionism’. ^ . . tl d
‘ Dianne Dumanoski. ’Free-trade Agreements Could Undo Pacts on Environment. The Boston
C/ohe (7 October. 1991), p. 25.
’ For example, see Morris (1990). ’Trading Our Future: Talking Back to GATT’; Schaeffer (1990). 
‘Trading Away the Planet’; Rauber (1992). ’Trading Away the Environment’; and Shrybman 
(1992).’Trading Away the Environment’. . . . u
• An examination of the tuna-dolphin decision is beyond the scope of this article. It can be argued 
that the panel distorted GATT’s preparatory history and erred in analysing Articles ID and XX. In 
the author’s opinion, the panel report does GATT an injustice by falsely implicatmg it m an anu- 
environmental stance that the institution need not and should not have done.
’ Last fall, posters appeared along Washington DC streets depicting a monstrous ’GATTzilla — 
with a dolphin in one arm and a canister dripping DDT in the other — stomping on the US 
Capitol. One GATT Secretariat official told a Washington group that the depiction was unfair, but 
that he welcomed seeing a GATTzilla with teeth.
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Section 3 analyses the use of trade controls and Section 4 reflects upon the 
funire of these issues in trade policy and offers some recommendations.

2. OVERVEW OF ENVEONMENTAL AND LABOUR ISSUES

The connection between international trade, public health and conservation 
has long been established.By the early 20th century, the United States and 
several European nations had begun using treaties to safeguard Nanire from 
Mankind and Labour from Management. These early efforts served as building 
blocks for the extensive protections erected over the following decades.

a. International Environmental Regulation
One of th§,4ret-agreen:ients to use imgoi]j3ai»4ef-€o^^ the Fur

Seal treaty^ 1911 betwe^ Great Britain, Japan, Russia, and the United States." 
This treaty re'^Iafed^lagic hunting and prohibited the importation of seals and 

sea otters caught in unlawful ways. The agreement was needed because the 
solitary action by one nation to ban sealing would have been unsuccessful. 
Multilateral cooperation was required. As the US House Foreign Affairs 
Committee noted at the time, the treaty illustrated ‘the feasibility of securing a 
general international game law for the protection of other mammals of the sea, 
the preservation of which is of importance to all the nations of the world’.'*

By 1927, when {Jj:|^eaeue_o^iations convened a conference to deal with the 
growing frictions in world trade, many nations had adopted laws or u^aties that 
banned imports or exports for environmental reasons. While the conference 
sought to reduce national trade restrictions, the parties • agreed to exempt 
measures taken to preserve animals or plants ‘from degeneration or extinction’. 
The resulting Convention (and Protocol) for the Abolition of Import and Export 
Prohibitions and Restrictions went into force briefly before being abandoned 
during the worldwide explosion of protectionism in the early 1930s.

The United Nations Conference on Trade and Employment of -1947-48 
endorsed even broader exemptions for health and environmental purposes. 
GATT Article XX (General Exceptions) permits measures ‘necessary to protect 
human, animal, or plant life or health’ or ‘relating to the conservation of 
exhaustible natural resources’. To qualify for these exceptions, a law cannot 
arbitrarily discriminate between countries where the same conditions prevail or 
be a ‘disguised restriction’ on international trade.

'« Paries (1915), pp. 51-52.
" For a more detailed historical account of the linkage between environmental protection and trade 
policy, see Chamoviu (1991), pp. 38-47.

US House of Representatives Report No. 295,62nd Congress, 2nd Session (1912), pp. 2-3.
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Over fte next four decades, many environmental treaties utilised tote 
restrictions. The Montreal Protocol (as amended in 1990) broke new 8™“" ^ 
mandamg trade discrimination against countries not signing this 
to the Protocol are forbidden from importing chlorofluorocarbons (CFCs) fro 
non-signatories not complying with the requirement to phase ou CFCs_ta 9W 
analogous bans will go into effect for imports of products contmnm, CFCs m 
for exports of CFCs to non-signatory countnes. These trade controls are 
Ligned to prevent the transfer of production to nations that might otherwise

several laws dtat mm tr.e 
restrictions at countries with inadequate conservation practices^ In 1988 
Congress amended the Marine Mammal Protection Act to tighten the emb^g 
on ffsh cauaht using methods causing a high rate of dolphin Under
court order? the Bush Administration banned yellowfin tuna '
seine nets) from Mexico, Venezuela and Vanuatu. Mexico responded by filing 
complaint at the GATT.'" Although the GATT panel ruled in its favour, Mexi
agreed to shelve the report, as least temporarily, in order to
opposition to the NAFTA. When this case was discussed at the GATT Council
eLlier this year, the panel’s decision was supported by delegates from

nations. No one supported the United States.
Last year, the US Department of State ordered an import ban on all shnmp 

from Suriname in order to safeguard endangered sea turtles. ThjS ban was ^ed 
several momhs later after Suriname agreed to require turtle exc uder >|fv'ces " 
trawling vessels as the United Slates and most other nations Th' 
Adminfstration is currently reviewing the
eleven nations to protect turtles. A decision is due by May 1992 as to whether
additional shrimp-hatvesting countries will face import bans.

Recognising the potential for conflicts regarding pollution control, the GA^ 
_ i„ ilii 1 established a working patty on •Environmental Me^uies^ 

International Trade’.'* But this group was not convened. At the GAl i 
m" in December 1990, the members of the European Free Trade 

Association initiated an effort to revive the working group and broaden its 
rn^date. This step was resisted for months by ASEAN and other developing

.. -me law pemiiu 5' ^"^1 inum.ii.nai

•Ui. 1 QQOthe 1989 rate. 
'5SeeTumlir(1976). p. 114.
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countries. Finally, at the end of 1991, the group (chaired by Japan) held its first 
meeting.

b. International Labour Standards
Even as the first ‘factory acts’ to protect workers were being enacted in 

Europe during the early 19th century, a few visionaries began to recognise that 
foreign competition made it difficult for nations to regulate alone.'* Several 
international meetings were held to deal with this dilemma. But little was 
achieved until 1905 when Switzerland hosted a conference to propose binding 
international labour treaties. The most important of these Berne' Conventions 
related to a horrible occupational disease caused by the white and yellow 
phosphorus used in manufacturing matches. The Convention called on each 
party to ban the production and importation of matches made with these toxic 
chemicals. It became the first international agreement to use import controls as a 
means of safeguarding foreign and domestic workplace safety.

For some problems, a unilateral response proved feasible. The United States 
acted alone to protect American industry against unfair competition from goods 
made by prison labour. After Congress banned the importation of convict-made 
goods in 1890, other nations followed.” Although the United States proposed an 
express limitation on ‘involuntary’ labour at the UN Conference on Trade and 
Employment, the GATT does not restrain trade in prison-made goods."* Instead. 
GATT Article XX(e) allows governments to impose unilateral prohibition, if 
they want to do so. Although the US Congress in 1988 urged President Ronald 
Reagan to improve enforcement of the US import ban, little action was taken 
until 1991 when press accounts made it clear that China was exporting products 
made in prison camps.”

The growing interest in raising labour standards was given extensive 
consideration during the Paris Peace Conference of 1919, at which time an entire 
section on labour was incorporated into the Treaty of Versailles. To appreciate 
the significance of labour standards in that era, one has to recall the industrial 
unrest in Europe and America that had preceded World War I and the desire of 
governments to forestall renewed class conflict. As President Woodrow Wilson 
explained during his national speaking tour advocating ratification of the Treaty:

'* For a detailed account of the linkage between labour standards and trade policy, sec Chamovitz 
(1987).

Great Britain, 1897; Australia, 1901; Canada, 1907; New Zealand, 1908; South Africa, 1913.
" See Brown (1950), p. 138.,
” For example, see ‘China’s Ugly Export Secret: Prison Labor’, Business Week, 22 April, 1991. 
pp. 42-44. In March 1992, President Bush vetoed the United States-China Act which established 
new conditions for China to meet in order to get its most-favoured nation status renewed in 1992. 
Among those conditions were that China had to make overall significant progress toward certain 
human rights objectives, such as preventing the export of products made by prisoners.
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‘...all through the world the one central question of civilisation is: What shall be 
the conditions of labour?’

The Treaty of Versailles pledged nations to ‘endeavour to secure and maintain 
fair and humane conditions of labour’ not only in their own country but ‘in all 
countries in which their commercial and industrial relations extend’.“ To further 
this goal, the Treaty established an International Labour Organisation (ILO).^‘ 
As Senator Daniel Patrick Moynihan (D-NY) has pointed out, the ILO was 
seemingly the least likely instinition created by the Treaty to survive. Yet it is the 
only one that did.

Since 1919, the ILO has adopted 172 Conventions establishing labour 
standards for virtually every aspect of employment and labour relations.- The 
ILO is unique among UN agencies in being a tripartite institution consisting of 
government, worker, and employer representatives from its 152 member 
countries. Although it became overly politicised during the 1970s, the ILO has 
refocused its effons and regained international respect. Last year, the United 
States ratified the ILO Convention on the Abolition of Forced Labour. This 
marks the first time since the Roosevelt Administration that the US Senate has 
approved a substantive ILO treaty.

At the London Monetary and Economic Conference of 1933, the 
Subcommission on Commercial Policy considered a proposal to exempt 
countries from most-favoured-nation obligations when they undertook treaty 
commitments to ‘maintain a certain standard of living for their population’.-^ 
The Conference took no final action on this or any other proposal however.

In writing the (Havana) Charter for the International Trade Organisation 
(ITO), the UN Conference on Trade and Employment agreed to the need for an 
article on ‘fair’ labour standards. In a provision initially drafted by Mexico, 
South Africa, and the United States, the ITO Charter stated that ‘Members 
recognise that unfair labour conditions, particularly in production for export, 
create difficulties in international trade’, and commined nations to eliminate 
such conditions within their territory." If complaints regarding low labour 
standards were taken to ITO dispute settlement, the Charter called for the 
International Trade Organisation to cooperate with the ILO.

The ITO never went into operation however. Despite the urging of President 
Harry S Truman, the US Congress failed to approve American membership, 
thus dooming the new organisation. Since it had been assumed at the UN

® 225 Consolidated Treaty Series 188,204.
It is interesting to note that the ILO Constitution refers to the need to promote ‘a high and steady 

volume of international trade’, while the GATT’s preamble sutes only the objective of a 
‘substantial reduction of tariffs and other barriers to trade’.
^ ILO Conventions have always taken into account the special needs of the LDCs.
“ Monetary and Economic Conference (1934), p. 27.

UN Docs. E/CONF.2/C.1/A/W (1947) and E/CONF.2/78, Article 7 (1948).
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Conference that the ITO would supersede the GATT, the ITO chapter on 
employment and labour (among many others), was not included in the GATT.

The United States has sought several times to remedy this omission — so far 
unsuccessfully. In 1953, the Eisenhower Administration suggested inserting the 
ITO’s labour standards clause into the GATT, but no action was taken.“ In 1979, 
the Carter Administration proposed a short code of minimum international 
labour standards, but received support from only a few countries.^ At the GATT 
Ministerial at Punta del Este in 1986, the Reagan Administration failed to get 
worker rights added to the Uruguay Round agenda.^

In an effort to meet its statutory mandate, the Bush Administration has pressed 
for a GATT working party simply to study the link between labour rights and 
trade.“ But even this initiative has been blocked by fierce opposition from LDCs 
— particularly Mexico and India — who criticise the concern about worker 
rights as ‘protectionism’ and point to the ELO, rather than the GATT, as the 
proper forum.”

In the US Omnibus Trade and Competitiveness Act of 1988, the Congress 
made clear that the failure to provide certain worker rights could be considered 
an ‘unreasonable’ trade practice against which the USTR might retaliate under 
Section 301 (of the Trade Act of 1974). So far, neither the Trade Representative 
nor private parties have initiated any complaints under this provision.

c. Fairness

Environmental and labour issues intersect trade policy in two main ways.“ 
First, there is a concern about the terms of trade — that is, whetber_dispatate 
environmental and labour standards allow fair comogtition. Second, there is a 
concern about the effects of trade — that is, whether trade degrades the 
environment or injures workers. (The effects of trade will be discussed in the 
next section.)

The most prominent concern about fairness is the reliance by certain nations 
upon low standards in order to boost exports — a practice known as ‘social

)

'i

“ US Commission on Foreign Economic Policy (1954), pp. 437-438.
“ The standards suggested were: (1) the establishment of maximum exposure levels for the most 
toxic substances in the workplace (such as mercury and asbestos) and (2) a prohibition on 
maintaining lower labour standards in production for export than in domestic production.
” US House of Representatives Doc. 102-51 (1991), pp. 111-112.
“GATTDoc.C/M/245,p.23.
” The ILO has competence to act on the issue of fair labour standards m trade, but has been 
wdlmg to yield to the GATT. See ILO (1988), pp. 56-62 and Economic Policy Council (1991), pp.

^ A related issue not treated in this article is the impact of trade restrictions and subsidies on the 
environment.
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dumping’.^' For instance, if the United States enacts a stringent Clean Air law, 
then the ensuing higher costs may place some of its industries at a competitive 
disadvantage vis-a-vis foreign producers who enjoy lower or no standards. Such 
inter-country differences could, in theory, result in (1) domestic production being 
displaced by ‘dirty’ imports, (2) exports being underpriced by unregulated 
foreign competitors, or (3) hew investment being diverted to polluter havens.

But the significance of such effects in practice is uncertain. Several studies, 
mostly from the 1970s, found little confirmation that differences in pollution 
control costs have changed international trade patterns.On the question of 
capital flight, however, there is evidence that some ‘dirty’ industries have shifted 
their operations to lower-standard countries (e.g., Mexico).” But even if the 
competitive effects were small in the past, factors such as rising compliance 
costs in industrial countries, increasing globalisation of corporations, and 
improving investment climates in some LDCs could accelerate trade shifts in the 

years ahead.
Recognising the inadequacy of current data, the US Congress — as part of the 

recent Clean Air Act amendments — mandated a study of the impact of foreign 
air quality standards on American competitiveness.” The President’s report, due 
in May 1992, must also recommend a strategy for addressing this issue through 

trade negotiations.
Assuming that the regulatory cost differences between high and low standard 

countries are significant enough to affect trade, one might then ask whether such 
differences should be characterised as unfair. The orthodox view is that high- 
standard countries set their standards voluntarily, and thus cannot be victimised 
by low-standard countries. The liberal rejoinder, enshrined in the Treaty of 
Versailles, declares that the ‘failure of any nation to adopt .humanexondiuons.'Of, 

. labour is an obstacle in the way ^'other nati^s. \yhich desire'to irnprove_jhe 
conditioiSJiuh'^-.Qmc.W^ Fortunately, the experience of the pasf seven' 
decades shows that while such obstacles exist, they are not insurmountable. 
Many countries have raised their labour and environmental standards in spite of 
non-progress by their trading partners.

It is unclear when this term originated, but it was common parlance during the World Economic 
Conference of 1927 (in reference to poor labour conditions).
” Sec Dean (1991). There is little literature on the impact of differing labour standards on trade.
” For example, see Judy Pasternak. ‘Firms Find a Haven From US Environmental Rules' Los 
Angeles Times (19 November, 1991). See also Pearson and Repetto (1991), at Appendix A.
^ Another US law (33 USC 1251 note) mandates an annual analysis by the US Department of 
Commerce on the effects of pollution abatement on trade. The analysis must also examine whether 
‘the imposition of a compensating tariff or other equalising measure’ would encourage foreign 
nations to implement pollution control.
” 225 Consolidated Treaty Series 188,373.



ENVIRONMENTAL AND LABOUR STANDARDS IN TRADE 343

To deal with thes^^obStacles, it ii sometimes suggested that the United States 
fight back agamsf^co-dumping^y levying q rnnntpryaiiino liiity nn 

.^^products mad^undeijj^jcffityifc^ental^^ During its considerations of 
'■''^■'Air legihaticrrtTrri9^ the US Senate considered (but did not adopt) an 

[port fee equal to the difference between US and foreign pollution control
Clp3T7
mffport

^^osts.^‘
It is easy to find fault with using countervailing duties in this way. from a 

legal perspective, such levies would violate the GATT. Frnp a w<»lfan» 
perspective, it may be American consumers, rather than foreign polluters, who 
end up bearing the tax. From a dpv<^|ppmpnt_perspprjivp the United States may 
undercut its case to low-standard countries that they should raise standards for 
their own good when too much emphasis is placed on the burdens of 
environmental regulation. Nevertheless, the potential danger from unilateral 
legislation of this type has probably been exaggerated. If the competitive effects 
of different levels of pollution control are as small as many analysts suggest, 
then the impact of a corresponding ‘social tariff’ would be similarly small.”

A second fairness-related concern is that a government may assist its 
^ exporters by acquiescing in substandard conditions that deviate from customary 

national law. For example, if a government helps to establish a ‘union-free’ 
enclave within a country that generally permits collective bargaining, that action 
could be characterised as an indirect^xpoxt-subsidy. A recent analysis by the US 
Department of Labor found thafTiv^r^~“5ut' ‘oT eleven nations smdied, labour 
rights in export processing zones were restricted in comparison to rights 
prevailing outside the zones.^* For example, the government of Malaysia 
prohibits national unions in the two industries, electronics and textiles, that 
account for most of its export zone employment.

A third concern is that governments may subsidise the pollution control costs 
(±yyoi their manufacturer. Unlike the issues above, this probfem has received 

considerable attentiorTat the international level. In 1972, the OECD adopted the 
‘polluter-pays principle’ to discourage such public support. The draft agreement 
of 1990 prepared for GATT’s Brussels Ministerial permitted governments, under 
certain conditions, to subsidise up tnnpp-fifth nf the costs of meeting new 
environmental regulations. But thiS^fereen,. light* fnr gre4»n~subsidies -was

n.inexplicably omitted in the ‘Dgnkel .Te

J

^ The amendment of Senator Slade^Ggjton fR-WA) — requesting the House to initiate such a 
tariff — was tabled (dismissed) by a vote of 52^7. See Congressional Record, lOlst Congress. 
2nd Session (1990), S3000-3025.
” According to one study, if the United States imposed a ‘pollution abatement cost equalization’ 
tax on Mexico, that country at most would suffer around a two per cent loss in export earnings. 
See Low (1991).
” US Department of Labor (1990). This is a biennial report required under the Omnibus Trade and 
Competitiveness Act of 1988.
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((u J A fourth concern is that nations may resort to unreasonably high standards in 

ordgrJft.jestrain-imports,f A century ago, some ot the rnosTl^otls^de— 
disputes involved sanitary laws for preventing animals and plant diseases. Today, 
the big controversies relate to human health — particularly food safety.^

One of the cardinal principles of the GATT is ‘national treatment’ which 
provides that regulations on imports should be no less favourable than for ‘like* 
domestic products. For‘example, a country may ban the importation of 
automobiles without catalytic converters if domestic producers are obliged to 
install such converters too. Food safety rules engender difficult trade disputes 
not because such rules violate national treatment, but because they adhere to it 
(at least superficially).

When the EC in 1989 banned beef produced using growth hormones, the US 
government could not complain that the new rules discriminated against 
American producers since the hormone ban applied to European producers as 
well.^' Instead, the Reagan Administration contended that the ban was not 
justified scientifically and, thus, was an ‘unnecessary obstacle’ to trade. To 
underline its objections, the Administration retaliated against the EC by 
imposing tariff rates of 100 per cent ad valorem on foods such as dried tomatoes 
and fniit juice.“^ (Whether such tariffs punish domestic gastronomes more than 
foreign farmers is an open question.) Last year, the EC began admitting some 
US beef — certified hormone-free by the Community — and the Bush 
Administration reciprocated by dismantling some of the retaliatory tariffs.

To deal with such disputes, the US government has sought new disciplines in 
the Uruguay Round. The original proposal announced by President Ronald 
Reagan was to instimte ‘uniform food health regulations around the world to 
prevent non-tariff barriers to agricultural trade’.'*’ After criticism from public 
interest groups which reasoned that such a procrustean goal could only imply 
lower food standards for the United States, the Bush Administration revised the 
US proposal. The Sanitary and Phytosanitary code now being considered 
(Dunkel Text) calls for a ‘harmonization’ of food regulations based on standards 
set by the Codex Alimentarius Commission, a UN subsidiary agency. Countries 
will be able to maintain health standards higher than Codex only if there is a 
‘scientific justification’ and other procedural requirements are met.

” Standards that are too low can be an unfair trade incentive. Standards that are too high can be an 
unfair trade barrier.

While this issue need not be classified as ‘environmental’, it is commonly included under that 
rubric.

Sec ‘Brie and Honnones’, The Economist (7 January, 1989), p. 21.
Although the US meat industry was concerned that (excessively) high EC food standards were 

costing US exports, there was an additional motivation for refusing to adapt to the EC 
requirements — namely, that American consumers might demand the same standard for domestic 
production.

Public Papers of the Presidents, Ronald Wilson Reagan (1987), p. 797.
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- Although the food safety talks have received little attention in the press, the 
proposed code is one of the main reasons why many environmental and 
consumer organisations criticise the GATT. They believe that the new rules 
would make it more difficult for health-conscious countries to keep out imports 
produced using dangerous pesticides, antibiotics, or unsafe additives. Not only 
will experts disagree in quantifying risk but, more importantly, science caimot 
answer the question of what value the public should place on risk reduction.

A

d. Negative Effects

Another major concern is the physical impact of trade on workers and the 
environment.'” In the language of economists, this issue involves the ‘negative 
externalities’ of production, sale, use, or disposal. From a philosophical 
approach, it reflects a clash between worker rights, species rights, property 
rights, and the rights of the fumre generations.

Regardless of the terminology, it is important to note that these concerns (in 
principle) are wholly independent of the fair-trade perspective. For example, the 
objection to child labour is not that using young workers provides competitive 
advantage. It is that using child labour is wrong because it endangers children 
and prevents them from attending school."*’ Similarly, when the Congress 
imposed the ‘Sullivan Principles’ on US companies operating in South Africa, it 
did not do so in order to equalise South African and American labour costs. It 
did so to assure that US companies operating there respected minimum labour 
rights that transcend nationality.

Paralleling the concern for worker rights is a concern for ‘species rights’. 
Since the early 20th century, conservation treaties have recognised the 
responsibility of consuming nations in making wildlife protection effective. But 
in recent years, a few nations have become increasingly willing to act outside the 
umbrella of treaties by imposing unilateral restrictions. For example, the EC 
recently approved a regulation to ban fur imports after 1994 from countries (like 
the United States) that permit the use of painful ‘leghold’ traps. In spite of the 
unilateral American measures to protect porpoises and turtles, the Bush 
Administration has objected to the proposed EC fur ban as being ‘arbiuary’.

The transfer of toxic production and waste from rich to poor nations raises 
difficult moral as well as health quandaries.'** While economists tend to cite 
different ‘endowments of absorptive capacity’ for pollution as justification for 
the shift of dirty industries to LDCs, environmentalists suggest that a more 
important factor is the willingness of political elites to expose their population

“ The labour and environmental concerns overlap in the area of occupational health.
The ELO approved its first treaty on child labour in 1919.

** See Michael Prowse, ‘Save Planet Earth From Economists’, Financial Times (10 February, 
1992), p. 26.
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(but usually not themselves personally) to high risks. Some of these issues are 
addressed in the Basel Convention on the Control of Transboundary Movements 
of Hazardous Wastes and their Disposal.^’ But its new rules regarding 
international trade in waste are vulnerable to challenge in the GATT because the 
treaty requires discrimination aimed at protecting foreign health.

Another source of trade conflict involves recycling and packaging laws. For 
example, California bans beverage containers with a ceramic bottle stopper 
because that interferes with recycling. But in Denmark, beer bonles are equipped 
with a ceramic stopper so they can be sterilised and reused. How should 
international trade rules deal with disputes stemming from environmentally- 
friendly policies that are inconsistent across nations? Other emerging issues are 
product standards based on recycled content and standards that require reuse.** 
Such laws can accord national treatment but still be de facto barriers to importers 
who may lack a local network.

Finally, there are the global environmental considerations. The conventional 
approach has been to look to each nation to determine its appropriate level of 
pollution control. But this passive attimde is now changing. As scientists have 
learned more about global warming, deforestation, and ozone depletion, there is 
a growing willingness to enlist trade policies in the fight against irreversible 
damage to the planet. For example, an international association of legislators 
called ‘GLOBE’ has urged its members to seek a ban on log imports from 
Sarawak, until Malaysia adopts sustainable timber management practices. 
Environmental protection regimes are no longer viewed simply as matters of 
national sovereignty.

So far, no disputes regarding the trade controls of the Montreal Protocol have 
been taken to the GATT. But if the new CFG restrictions pass GATT muster (or 
perhaps even if they don’t), one can anticipate similar trade measures being 
included in future environmental agreements in order to encourage universal 
participation. There have also been proposals to use economic sanctions against 
nations that fail to participate in joint environmental efforts.

e. Objections to Linkage

Several objections are raised against expanding international trade rules to 
include environmental protection and worker rights. It is often said that every 
nation has the sovereign right to determine its own social policies.*’ From this

See US Senate Treaty Doc. 102-5, Articles 4-11.
** Nine (US) states have enacted recycled content requirements for newsprint, trash bags, glass 
containers or plastic containers. These provisions apply variously to manufacnirers, to sellers, or to 
business users.
** Wrapping a flag around national social policies is not a convincing defence for countries that do 
not determine such policies democratically.
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point of view, predicating trade on whether other countries follow ceruin 
policies is coercive, intrusive, and paternalistic.^ But while import standards 
may be intrusive and paternalistic, they are not coercive.*' They do not force 
trading partners to take action. What they do is to set conditions for voluntary 
exchange.*^ Furthermore, the sovereignty argument cuts both ways. 
Environmentalists critical of the Tuna-Dolphin decision contend that it undercuts 
the right of a society to refuse to consume dolphin-unsafe mna.

A second objection is that many developing countries are too poor to improve 
their social standards. Increased trade will raise these standards automatically, it 
is suggested, while government anempts to link trade with standard-setting will 
be counterproductive. This proposition — a centerpiece of the media blitz last 
year in favour of the US-Mexico negotiation — is partly true. Trade does enlarge 
overall economic welfare. But it is a leap of faith to claim that the gains from 
free trade will necessarily be allocated to pollution control or manifested in 
better working conditions. Recent economic growth in LDCs has often not led to 
commensurate improvements in child labour practices.”

Although the data are not conclusive, there is evidence suggesting that ‘the 
environment has a tendency to improve with rising levels of economic 
activity’.** Yet as Stewart Hudson of the National Wildlife Federation has 
pointed out, some industrial countries are able to maintain the quality of their 
own environment partly because they can shift pollution-intensive processes 
(and sometimes hazardous waste) to LDCs. Since every nation cannot shift its 
diny production to a poorer one, there may be a limit to how much 
environmental improvement will be engendered by increased growth in 
developing countries.

A third objection is that environmental solicitude will open up new avenues 
for ‘ecoprotection’. Certainly, this is a potential danger. Indeed, when one 
examines the various trade measures used or suggested over the past century to 
attain sanitary, labour, or conservation goals, it is sometimes difficult to untangle 
the progressive from the protectionist motivations. The bans on exporting raw 
logs from several countries (such as Indonesia and the Philippines) are a case in 
point. While these laws ostensibly promote the preservation of forests, the trade 
restrictions enable countries to become more competitive in value-added 
production like plywood.

* Sec •Environmental imperialism’. The Economist (15 February, 1992), p. 78; ‘Environmentally 
Correct?’, The Journal of Commerce (21 February, 1992), p. 4A; and ‘Eco-imperialism’, Financial 
Times (26 February, 1992), p. 12.
” Of course, as with any law, it may coerce domestically.
” It is sometimes argued that since only some countries have the market power to set such 
conditions, that all countries should be prohibited from doing so.
” For example, see Weiner (1991), pp. 4, 113.156-58.
^ Radetzki (1991).
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3. APPLYING TRADE CONTROLS

Having discussed vi^ nations might want to use trade controls to achieve 
social goals, we will turn now to the question of how such linkage is 
accomplished. This section will examine four tracks — multilateral, unilateral, 
bilateral, and regional. The discussion of the regional track will focus on the 
NAFTA.

a. Multilateral Rules

It has long been recognised that the multilateral trading system (or any 
market) needs rules to operative effectively. Yet at present, the GATT has no 
environmental or labour rules for products involved in international commerce. 
Anything goes.

One need not disagree with the theory of comparative advantage to ask 
whether certain practices ought to be considered out of bounds. For example, is 
it legitimate for a society to gain trade from its willingness to turn endangered 
species into handbags? Should governments be able to specialise in the hardball 
tactics needed to maintain a union-free workforce? Would the rest of the world 
have to respect an assertion by one country that it has a high ‘absorptive 
capacity’ for ozone-depleting chemicals?

That the GATT is the appropriate instrument to separate ‘good’ trade from 
‘bad’ is doubtful. Although some environmentalists have offered wide-ransing 
schemes for ‘greening’ the GATT by adding rules on the content of trade, these 
proposals tend to gloss over the fact that (contrary to popular perception) the 
GATT does not govern trade — it governs trade restrictions. For instance, GATT 
Article XX(b) does not forbid trade in products dangerous to human health. It 
permits each nation to restrict such trade.

The Uruguay Round muddles this traditional distinction however. One of the 
agreements being negotiated, on Trade-Related Intellectual Property, mandates 
minimum rules for patents, trademarks, and copyrights. The Agreement also 
requires parties to forbid imports, at the behest of property holders, when certain 
‘rights’ are violated. Once the GATT establishes a code for intellectual property, 
it will be harder to resist a similar code for the worker rights established in ILO 
treaties. Yet shouldn’t the GATT be as concerned about products of forced 
labour as it is about counterfeit goods?

Numerous proposals have been made over the years to incorporate a ‘social 
clause’ into the GATT.” The most recent plan, put forward by Senator Max

» For example in 1978, US Congressman Henry Reuss (D-WI), then chairman of the House 
Bailing Committee, introduced a biU calling upon the President to negotiate labour and 
environmental standards as part of the Tokyo Round. See Congressional Record 95th Coneress 
2nd Session, pp. 12003-4. ^ ’
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Baucus (D-MT), calls for the negotiatiorTora GATT Environmental Code. The 
proposed code would allow an imponing country to use tariffs to offset the 
advantage gained by a foreign country from using less stringent environmental 
standards.

Although a multilateral approach would be ideal, a new code seems unlikely 
so long as numerous GATT Contracting Parties continue to maintain that social 
standards should have no connection to trade policy. Yet unfair labour (and 
environmental) conditions can ‘create difficulties’ in international trade. If this 
point was compelling to the authors of the ITO (who were also the authors of the 
GATT) in 1947, it can scarcely be less true today in a highly-interconnected 
global economy. The problem is that it is hard to reach agreement on what 
constitutes an unfair practice in a world of widely differing polities and 
economies. Even the most minimal standards — say, on forced labour or toxic 
substances — would go too far for many countries.

There are some ecological (and a few labour) trade rules outside of the GATT 
framework in treaties that do govern trade, such as CITES and the Montreal 
Protocol.** But the recent Tuna-Dolphin decision calls into question whether 
actions to implement these treaties are GATT-consistent.” By taking such an 
extreme position, the panel may force the GATT into judging whether each new 
(and existing) environmental treaty merits an Article XXV waiver. The GATT is 
ill-equipped for such a responsibility.

b. Unilateral Action

In the absence of multilateral rules, unilateral action is called upon to fill the 
vacuum. In some instances, this may produce constructive results. For example, 
the Marine Mammal Protection Act has helped to save hundreds of thousands of 
dolphins. The US Pelly amendment — which threatens trade sanctions against 
countries that diminish the effectiveness of an environmental treaty — has led to 
a higher degree of protection for whales and sea turtles and has contributed to 
the growing international consensus on outlawing large-scale driftnets.** If 
skillfully managed, unilateral action can spur multilateral agreements —just as a 
multilateral commitment can facilitate politically difficult national reforms.

The most recent international environmental agreement setting trade rules is the Protocol on 
Environmental Protection to the Antarctica Treaty signed by 31 nations in October 1991. See US 
Senate Treaty Dck. 102-22, Annex II (Article 4 and Appendix C) and Annex III (Articles 1 and 7).

Under international law, conflicts between treaties may be resolved in favour of the more recent 
treaty. Although most environmental agreements are more recent than the GATT, the Uruguay 
Round (Draft Final Act) would reset GATT’s effective date to 1993.
“ Under current law (22 USC 1978), the President has the authority to impose trade embargoes on 
cither fish or wildlife products. The US House of Representatives recently enacted a bill (HR 
2152) to strengthen the President’s embargo authority by extending it to any product imported 
from an offending nation. %

I
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Of course, the unilateral approach does have dangers. When a unilateral action 
is based on a domestic goal (e.g., the Marine’ Maminaf Protection Act) rather 
than an international goal (e.g., the Felly amendment), there can be suspicion of 
protectionist motivation. Unilateral action can also undermine respect for GATT 
disciplines and lead to (GATT-illegal) retaliation.

Since the GATT Council appears unwilling even to talk about labour 
standards for trade, the next steps are likely to be unilateral. Last fall. 
Congressman Don Pease (D-OH) proposed legislation (HR 3786) to ban the 
importation of goods made using child labour (i.e., under the age of 15). While 
this bill seems unlikely to become law in the near future, action along these lines 
would not be unprecedented. For example in 1913, the US Senate voted to 
prohibit manufactured imports from countries lacking child labour laws (but the 
House refused to go along).^’

c. Bilateral Conditionality

Another approach to achieving labour and environmental standards is through 
trade conditionality.*® Under the Caribbean Basin Initiative of 1983, the United 
States sought specific commitments on labour from several countries as a 
condition for duty-free eligibility. For instance, Haiti (under Duvalier) agreed to 
make several changes in its labour code to permit the free operation of unions 
and to guarantee their right to affiliate with international trade union 
federations.*'

When it extended the Generalized System of Preferences (GSP) in 1984. the 
US Congress made progress on worker rights a new condition for duty-free 
treatment. To maintain eligibility, countries had to be taking steps to accord 
‘internationally recognized worker rights’. These rights were defined to include 
freedom of association, the right to organise and bargain collectively, a 
prohibition of forced labour, a minimum age for child labour, and ‘acceptable’ 
conditions of work. As a result of this new conditionality, eight countries lost 
their GSP benefits. Three of them were reinstated in 1991 after taking steps to 
improve worker rights.*^

The American GSP program expires next year. If GSP is renewed, the 
Congress will likely tighten the eligibility criteria both by adding new conditions

” Congressional Record, 63rd Congress, 1st Session (1913), pp. 3955-56.
“ Bilateral negotiations can also be used. For example, in the US-Japan Stnicniral Impediments 
Initiative of 1990, the Japanese government pledged to ‘encourage curtailing work hours in the 
private sector’.

US House of Representatives Doc. 98-159 (1984), pp. 58-60.
“ The eight countries were the Central African Republic, Chile, Liberia, Myanmar, Nicaragua, 
Paraguay, Romania, and the Sudan. The three reinstated in 1991 were the Central African 
Republic, Chile, and Paraguay.
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and by reducing Executive branch discretion.^ Ideally, all 27 nations that offer 
GSP programs would coordinate their conditions in order to strengthen their 
influence on developing countries. But since GSP is supposed to be non­
reciprocal, such collaboration would probably be opposed by the LDCs.

d. Regional Agreements: The Case of NAFTA

While labour and environmental conditions can be a significant factor in any 
trade relationship, they take on greater salience as nations move toward 
economic integration. In other words, even if one doubts that international trade 
requires social harmonization, one might still propose harmonisation as part of a 
free trade agreement, particularly when two contiguous countries are as different 
as the United States and Mexico.^

The potential spillovers from a NAFTA are not merely speculative. As Lane 
Kirkland, the President of the American Federation of Labor-Congress of 
Industrial Organizations, has pointed out, the current maquiladora program can 
be viewed as a ‘miniature version of US-Mexico free trade’. For those concerned 
about environmental degradation and sweatshop working conditions in Mexico, 
the 25-year experience with maquiladora is not reassuring.*’ Furthermore, the 
harmful effects from the Mexican plants do not stop at the border. Indeed, the 
recent US Clean Air Act had to provide a special exemption for cities like El 
Paso overwhelmed by ‘emissions emanating from outside of the United States’.**

Although a broad coalition of environmental groups in Mexico, the United 
States, and Canada has urged that environmental issues be incorporated into the 
NAFT.A. all three Governments want to keep them unconnected. This is not just 
a procedural quibble. While the Bush Administration promised to ‘design and 
implement a 10-year border environment plan’, no rationale was offered as to 
why this new plan would be more successful than the last major environmental 
agreement with Mexico — the nine-year old ‘La Paz’ accord. One explanation 
for why the La Paz and earlier agreements achieved so little is that they were not 
linked to any enforcement mechanism.

Making social issues part of the trade accord can furnish the accountability 
that has been lacking. Although it is unrealistic to expect the NAFTA to become

“ The .\FL-C10 complains that the US Trade Representative has been stalling a worker rights 
investigation of Syria since 1988. Moreover, despite well-documented allegations, the Reagan and 
Bush Administrations refused even to consider a petition against Guatemala 
“ For a thoughtful analysis, see Jagdish Bhagwati, ‘One Track at a.Time’ (May 1991).
“ The main problems include: high levels of air and water pollution, illegal dumping of toxic 
waste, job heath and safety hazards, a heavy reliance on child labour, and government interference 
with trade unions. See ‘Poisoning the border’, US News and World Report (6 May 1991), p. 33; 
‘The Free-Trade Dilemma', Los Angeles Times (17 November. 1991); and Edward Cody, 
‘Mexican Ruler Tightens Rein on Labor’, The Washington Post (28 February, 1992), A28 
“ 42 use 7509a(a).
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a palladium of mdividual rights, dealing with the most imponant environmental 
and labour issues within the trilateral agreement would enable disputes to be 
handled in an effective and predictable manner.*’ A trade pact needs to be 
anchored in mutual commitment, not based on romantic illusions about a natural 
progression to higher living standards.

Another reason for including the social issues is the need to maintain the 
necessary political coalition. If the trade agreement is not designed to protect the 
environment and enhance worker rights, then it could fail to achieve these goals. 
Jereby undercutting public support. Fortunately, the potential economic gains 
from a NAFTA appear to be large. What remains to be seen is whether Mexico 
(or for that matter the United States) has the political will to channel some of 
these gains toward social objectives.

4. THE SOCIAL DIMENSION IN THE 1990s

In assessing the funire of environmental and labour issues in trade, we must 
be cognizant of two contradictory trends. On the one hand, several factors — 
such as a growing national interdependence, lower trade barriers, and a greater 
economic reliance upon exports — militate against actions that disrupt the free 
flow of commerce. Moreover, to the extent that multinational corporations move 
toward common standards in facilities throughout the world, pressure for new 
international rules may be reduced.

On the other hand, there is a growing recognition that for certain policies, 
intergovernmental cooperation will be more beneficial than unbridled national 
competition. Thus, harmonisation is being pursued in many areas including 
export credits, arms sales, bank secrecy, and monetary policy. Yet for labour 
h^omsation, far less consensus exists. The European Community’s recent 
difficulty m securing approval for its Protocol on Social Policy shows how 
contentious these issues can become, even in a longstanding union.** Although a 
concern for fair competition is one factor spurring the coordination of 
environmental policies, greater coordination would be desirable even without 
international trade.

^e increasing political strength of environmental movements (especially in 
ncher countries) and a higher degree of ecological sensitivity among consumers 
seem likely to stimulate more government action to protect the environment. By 
contrast, the labour movement shows no sign of gaining greater influence. Still, 
It IS too early to conclude that unions are pass^. The resurgence of capitalism and

m in
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democracy will provide fertile ground for union organisers. Indeed, solidarity 
can emerge at any time and anywhere when working conditions are perceived to 
be unfair — even in seemingly inhospitable surroundings.®’ A key factor is the 
quality of labour leadership.

Just as capital and technology flow easily across borders, so too does 
information. The world may not yet live in a ‘global village’, but international 
television is already transforming the way the public thinks about trade. When 
television zeros in on factories exploiting prison labour, on the occupational 
illnesses (induced by pesticides) of workers on flower export farms, or on toxic 
waste dumped outside Mexican maquiladora, the public will no longer remain 
ignorant (blissfully or not) about the ways in which production methods can 
differ. Advising consumers not to think about how sausage is made is going to 
be harder when they see it on cable before sitting down to dinner.

The prevailing attitude in the GATT Council seems to be that if the issue of 
labour standards is ignored, it will go away. The Council did agree to convene a 
working group on the environment, but it remains to be seen what will be 
discussed htyond forestalling the use of trade measures for ecological purposes. 
At present, the GATT is a long way from even acknowledging a fundamental 
question: Are international rules needed so that countries will not suffer a 
comparative disadvantage from protecting the environment and providing basic 
safeguards for workers?

It is ironic that the disinclination in GATT to address these concerns is 
matched by the skepticism of outside groups who question how fruitful such 
consideration would be under GATT’s present structure. From an environmental 
perspective, the lens of the GATT looks distorted. Rather than examining 
government policies for their contribution to ‘sustainable development’, the 
GATT Council seems more interested in the objective of sustainable trade. 
Environmental standards are viewed as ‘non-tariff’ barriers to be eliminated if 
they resttict conunerce. Government subsidies to clean up pollution (or plant 
trees) may be declared GATT-illegal. And as an organisation, the GATT operates 
with little transparency and no opportunity for ‘public’ participation.™

Despite these quirks, the GATT is not inherently hostile to social concerns. Its 
authors saw liberal trade as part of the solution to low labour conditions. The 
preamble to the GATT states that trade relations ‘should be conducted with a 
view to raising standards of living ...’ The ITO Conference was about trade and 
employment. But in recent years, a compartmentalised, purist GATT stance has 
evolved which views greater trade as the goal, rather than a means to an end.

Sec Gydc H. Farnsworth. ‘World Bank and IMF Hit by Walkout on Pay’, The New York Times 
(24 May, 1986). p. 31.
™ Sec the testimony of Ralph Nader in GATT: Implications on Environmental Laws, US House 
Committee on Energy and Commerce, Hearing Serial No. 102-53 (1991), pp. 63-74.
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From this perspective, the GATT should have nothing to do with ‘non­
economic’ objectives like worker rights or environmental protection.

By giving little attention (until very recently) to the social dimension of 
international commerce, GATT’s allies do a disservice not only to the cause of 
environmental quality and worker welfare, but to the cause of free trade. The 
benefits of commerce may be a.timeless truth, but the sirens of protectionism 
never sleep. Each generation must be convinced of the advantages of open trade 
in the context of contemporary concerns. When supporters of the trading system 
defend sweatshops or driftnets as a legitimate form of competitive advantage, 
they diminish the potential political coalition in support of trade liberalisation. 
As William E. Brock, former US Trade Representative, has explained:

those countries which are flooding world markets with goods made by 
children, or by workers who can’t form free trade unions or bargain collectively, 
or who are denied even the most minimum standards of safety and health — 
those countries are doing more harm to the principle of free and fair trade than
any protectionist groups I can think of.^‘

As a beginning, the following steps might be taken: First, the top priority of 
the GATT’s new environmental working group should be to reconsider the 
conclusions reached by the Tuna-Dolphin panel.’^ The GATT should then work 
with relevant institutions to develop an environmental code, the violation of 
which would be actionable by individual nations under Article XX.^^ Second, the 
GATT Council should invite the ILO to develop a voluntary code of fair labour 
practices for goods in international trade.^“ Violations of this code would not be 
actionable, but could be noted by the GATT in its Trade Policy Reviews. Third, 
the GATT Council should develop procedures for soliciting the input of non­
governmental organisations (e.g., business, labour, environmental, etc.) on an 
ongoing basis. It is interesting to note that the ITO Charter authorised die 
Organisation to ‘make suitable arrangements for consultation and co-operation 
with non-governmental organisations concerned with matters within the scope of 
this Charter’.”

Although unilateral trade controls for environmental and labour purposes are 
roundly criticised, not many of the critics support multilateral trade controls as

Iniemational Ubour Conference (1986), at 25/10. Mr. Brock spoke as US Secretary of Ubor.
’’ The United Sutes could help gain a reconsideration of that decision by amending the Marine 
Mammal Protection Act to reform the dolphin kill-rate calculation procedures that violate due 
process. This could be done without lowering protection for dolphins.
” To start with, the code might include the trade niles from environmental treaties (such as the 
Monu^al Protocol) that have been ratified by over one-half of the GATT’s Contracting Parties.

For further discussion, see United Nations Association (1988), pp. 37-40. Countries adhering to 
the code could be given additional financial aid and technical assistance.
” UN Doc. E/CONF.2/78, Article 87(2). Moreover, groups like the World Federation of Trade 
Unions were asked to (and did) send representatives to the United Nations Conference on Trade 
and Employment of 1947-48.
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the alternative. Indeed, many of the coiiiitnerwho complain about unilateral US 
measures are precisely the ones who tried to delay the working group on the 
environment and who continue to block a GATT group on worker rights. These 
naysayers are not going to be able to have it both ways. Unilateral action, 
particularly by the United States, is likely to continue until the GATT (or some 
other institution) agrees to start considering what international trade rules may 
be needed to secure social objectives like sustainable development and fan- 
labour standards.

Once the GATT embarks upon this road, its members might draw inspiration 
from the foundation stone of the old ILO headquarters building in Geneva, 
which now serves as the home of the GATT. For on it are engraved these words; 
Si vas pacem cole justitiam. If you seek peace, cultivate justice.
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INTRODUCTION

♦1, . Negotiators recently initialed a North American Free Trade Agreement (NAFTA) 
rtat would further integrate the economies of the United States, Mexico and Canada.
The draft agreement has been submitted to the House and Senate for extensive 
consultations in advance of Presidential signature, and eventual votes for approval or

Administration and Congress

Enwronmental issues have figured in the NAFTA debate to a far greater degree 
than past mtemational trade talks. This assessment briefly examines the status of priority 
en™omnental safeguards, to provide a snapshot of where progress has been achieved 
M where stronger measures are needed through the implementing legislation and 
further tnnational negotiations.



STATUS OF NAFTA ENVIRONMENTAL ISSUES

ISSUE NRDC POSITION NAFTA RESPONSE ANALYSIS
North American Commission on 
Trade and the Environment

Create a North American Commission 
on Trade and the Environment, with 
non-govemmental representation, 
authon'ty to monitor environmental 
conditions and enforcement practices, 
issue reports and recommendations to 
the NAFTA parties, and investigate 
citizen complaints.

U.S., Mexican and Canadian oCHdals 
recently announced intentions to form 
a trinational commission headed by 
the environment ministers from each 
country. Negotiations are in progress.

Properly conceived, the North 
American commission could be a 
valuable tool to correct disparities in 
standards and enforcement that 
pollute the environment and distort 
trade. The commission could provide 
the institutional framework for raising 
environmental standards and 
enforcement practices to the highest 
levels within the continent, and to 
increase public participation 
opportunities in Mexico. The 
Commission is an atuxrunced priority 
for President-elect Clinton, who 
favors an institution with broader 
poweis and responsibilities than have 
been described by the Bush 
Administration.
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ISSUE
Technical barriers to trade

NRDC POSITION
Opposed early drafts requiring that 
’technical barriers to trade’ - defined 
to include many environmental 
regulations - ’not be more trade 
restrictive than necessary.’ (This 
would have codified a troubling 
interpretation from recent OATT 
rulings that a measure is only 
’necessary^ if it constitutes the least 
trade restrictive way to achieve iu 
defined objectives.) Urged language 
to prevent sUndards *hannonization' 
toward the international lowest 
common denominator.

NAFTA RESPONSE
’Least trade restrictive/necessaiy* test 
eliminated. Under the current draft, a 
NAFTA party need only show that 
the purpose of its measure is to 
achieve a ’legitimiilg nfyj^rhiy* 
(defined broadly to include measures 
to promote interests of health, safety, 
consumers, environmental protection, 
or susUinable development), and that 
the measure does not operate to 
exclude goods that comply with that 
objective. NAFTA also instructs the 
parties to work toward harmonization 
of standards toward higher levels of 
health and environmental protectioa

ANALYSIS
The NAFTA formulation improves 
significantly on comparable provisions 
pending in the GATT ’Uruguay 
Round’ negotiations, and is 
preferable in some respects to the 
existing GATT rules governing 
technical barrieis to trade. The text 
could benefit from further 
clarification to reinforce that non- 
discriminatoiy national, state and 
local environmental measures will be 
fully respected.
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ISSUE NRDC POSITION NAFTA RESPONSE ANALYSIS
Sanitaiy and Phytosanitary (S & P) 
Measures

Opposed vague NAFTA proposab 
that would have required that S & P 
measures (including food safety 
requiremenb) must demonstrate *a 
scientific jiatification.* and not be 
'maintainedagaiiut available scientific 
evidence." Abo opposed requirement 
that S & P measures be applied "only 
to the extent necessary" to achieve 
chosen leveb of health protection. 
Urged language to prevent downward 
"harmonizatiorL*

Language changed to require that S & 
P measures be based on "scientiflc 
pnQsjgjes" and not be maintained 
where a "scientific basb" no longer 
exbts. The text defines "scientific 
basb" as "a reason based on data or 
infonnatioa derived using scientific 
methods." "Only to the extent 
necessary" test reuined without' 
interpretive guidance. Text requires 
that harmonization activities proceed 
"without reducing the level of safety 
or protection of... health, the 
environment, or consumers."

The current draft b more deferential 
than the previous formulations, but 
still ambiguous. Despite the 
improvements, further modifications 
or clarifications are needed to 
provide fuller assurance that NAFTA 
will not jeopardize U.S. food safety 
measures, irKluding "zero tolerance" 
provbions governing pesticide 
residues.
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ISSUE NRDC POSITION NAFTA RESPONSE ANALYSIS
International environmental 
agreemenu

Provide an explicit guarantee that 
trade restrictions sanctioned by 
international environmental 
agreements will not constitute 
NAFTA violations.

Current draft preserves the right of 
NAFTA parties to enforce trade 
obligations contained in specified 
international environmental 
agreements, notably the Montreal 
Protocol, Basel Convention, and 
CITES. NAFTA adds the caveat that 
"where a Party has a choice among 
equally effective and reasonably 
available means of complying with 
(the environmental] obligations, the 
Party chooses the alternative that is 
the least inconsistent with the other 
provisions of (NAFTA].'

The "equally effective and reasonably 
available' proviso unnecessarily 
weakens the NAFTA safeguards for 
international environmental 
agreements, and should be removed.
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ISSUE NRDC POSITION NAFTA RESPONSE ANALYSIS
General exceptions NAFTA should broaden the current 

GATT 'Article XX* exceptions for 
natural resource protection to include 
speciHc reference to the environment 
NAFTA should also reverse the 
harmful precedent set by the GATT 
'dolphinAuna* decision, which ruled 
that individual countries cannot 
invoke trade sanctions to protect 
resources outside their jurisdictions, 
and held that domestic measures must 
be 'necessafy* (j^., least trade 
restrictive) to achieve their 
conservation objectives.

NAFTA adopts the GATT 'Article 
XX* exceptions by reference, and 
broadens them specifically to cover 
'environmental measures* and 
measures for conservation of living 
and non-living* natural resources.

Although it does not fundamenUlly 
worsen the status quo. NAFTA fails 
to reverse the narrow 'dolphinAuna* 
panel interpretation concerning extra- 
jurisdictional effects and the 
'necessary* test As noted above, the 
'necessary* test was appropriately 
omitted in NAFTA’s technical 
barriers to trade chapter.) Corrective 
measures are needed within NAFTA 
and, more importantly, OECD and 
GATT to address the 'dolphinAuna* 
problem and develop trade rules 
mote sympathetic to envirorunental 
concerns.



STATUS OF NAFTA ENVIRONMENTAL ISSUES

r ISSUE NRDC POSITION NAFTA RESPONSE ANALYSIS
Proleclion of the U^.-Mexico Bonier We filed detailed commenu with EPA 

mtidzing the draft U.S.-Mexico 
’integrated border plan* as a vague 
and highly discretionafy instrument 
with no formal linkage to the NAFTA 
agreement Our comments 
recommended strengthem'ng measures 
to guarantee a comprehensive, 
enforceable and fully funded strategy 
to protect health and environmental 
quality in the border region.

The Gnal version of the border plan 
prescribes helpful binational 
cooperation, but contains few 
concrete initiatives to clean up and 
prevent pollution along the border.

A much more ambitious border 
protection strategy is needed. 
Priorities include: mechanisms for 
citizen enforcement to redress injury 
caused by U.S. corporations doing 
busineu in Mexico; a new U.S.- 
Mexico environmental treaty to 
strengthen the legal framework for 
cooperation on trans-boundary 
pollution; community ’right-to-know’ 
requiremenU to make toxic release 
data available to citizens of both 
countries; and a funding strategy 
grounded in the ’polluter pays’ 
principle.
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1 ISSUE NRDC POSITION NAFTA RESPONSE ANALYSIS
1 Funding of environmental programs Establish targeted funding measures 

(£:£•. earmarked UriOs, user fees, 
green taxes, pollution control bonds) 
to dedicate a portion of revenues 
associated with trade to environmental 
programs in Mexico, and to 
implement the ‘polluter pays’ 
prindple.

NAFTA omits targeted funding 
strategies. Proponents of the current 
draft have argued that the agreement, 
by raising itKome levels and overall 
economic prosperity, will enable 
increased budgetary allocations for 
envitonmenul enforcement and 
infrastructure in Mexico.

It is unrealistic to assume - as the 
treaty framers have done - that 
economic growth under NAFTA will 
automatically translate into the |
substantial boost in environmenul 
funding that is sorely needed in the 
border region and throughout
Mexico. It is critical that targeted 
funds for the environment be part of 
the final NAFTA package.

1 Depute lettleineiil proeedtucs
Allow NGO and citizen intervention 
in trade disputes involving 
environmental issues, as well as
NAFTA implementation more 
generally. Place the burden of proof 
on challenging parties.

NAFTA places the burden of proof 
on challenging parties. Responding 
countries may elect to have disputes 
involving environmental matters 
considered by NAFTA paneb in cases 
where the challenging parties have 
brought the disputes under GATT. 
Dispute proceedings (as well as 
overall NAFTA implementation) is 
generally h'mited to participation by 
national governments.

The burden of proof and forum 
selection provisions ate positive. On 
public partkipation, however, |
NAFTA contains iiuuflicient steps to 
make trade policy and negotiations |
more transparent
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1ISSUE
Pollution havens

NRDC POSITION
Recognize lax environmental 
standards or enforcement practices 
raulting in 'pollutioa havens' as an 
impermissible, trade-distorting subsidy.

NAFTA RESPONSE
NAFTA’s investment chapter 
admonishes that countries should not 
relax their environmental regulations 
to entke new investment, and outlines 
a procedure for consultations amona 
countries to prevent violations of this 
prindple.

ANALYSIS1
The investment chapter language is 
symbolically helpful, but laclg 
enforceabilitv. The North American I
environmental commission, noted 1
above, should take the lead in |
defining and implementing |
enforceable new international 
disciplines to combat pollution 
havens.1 Energy Nothing in NAFTA should discourage 

or preclude measures to account for 
environmental externalities of power 
generation, provide incentives for 
energy efTicient products and 
renewable energy resources, or to 
institute 'demand side management' 
strategies for energy conservation.
The trade agreement should also seek 
to remove harmful subsidies to the 
fossil fuel, nuclear and hydropower 
industries.

NAFTA preserves the U.S.-Canada 
Free Trade Agreement's allowance 
for 'existing or future incentives for 
oil and gas exploration, development 
and related activities.'

Although it does not directly affect 
energy policy, the pro-development I
language is inappropriate and should 
be removed. NAFTA’s energy |
provisions are complex, and require |
further analysis to determine their |
environmental pros and cons.
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ISSUE NRDC POSITION NAFTA RESPONSE ANALYSIS
Enviionmenul impact analysis

'

The Administration should prepare an 
Environmenul Impact Sutement on 
NAFTA, consistent with NEPA 
disciplines and procedures.

In lieu ui an the U.S. trade
office issued a more limited 
’environmental review* during
NAFTA negotiations. The 
Administration maintains it has no 
legal obligation to prepare an EIS, 
and has so far prevailed in a NEPA 
lawsuit brought Public Citizen,
Sierra Oub and Friends of the Earth.

NRDC’s detailed comments on the 
environmental review (filed jointly |
with Mexican NGOs) critici^ the |
document’s limited and biased |
analysis, such as its superficial |
discussions of forestry, biodiversity I
and sustainable agriculture. Further |
environmental impact analysis is |
needed during the next phase of the |
NAFTA process, irrespective of |
whether the courts require |



Environmental Safeguards in the NAFTA Process:
Strategies for the Next Phase

environmental enforcement to combat poHution havens, an effccUve US-

Under law, the Administration must consult with Cbngress formaUv for at least 90 

as a practical matter and regardless of the outcome of the Novemter eTeclrsS

Canada have announced their intent to form a trinational commission. TTiev haveLIS^
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include environmental protection or worker adjustment measure iv .

regulations ^e ai environmental
S . r Administration will draft the implementing bill in 1993 A
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DowerfiJ Sik’nnh1°^ ^etlon.’ Described as 'one of the most flexible and

S^ThSeSt irfrorS'NrfJ^-'r^'’'^ ^ “ranch
of N^A by regulation under existing statutes. This is another

^tentially important vehicle for environmental safeguards, including language to reinforce the
“““ *‘""8*"“ environmental sfanda^^in the United sfates 

^11 be fuHy res^ted under NAFTA Members of Congress can influence the Suternem T 
Administrative Action, which is developed concurrently with and ratified by the implementing bill.

■do„ NAFTA provisions. Notwithstanding attempts to portray NAFTA as a
ne deal. Congressional pressure during the consultation period can force neeotiators to

‘“c agreement This can be accomplished through revisions to the 
NGOs i3 protocols i«ued by the three countries. An influential role for environmental
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air pollution emergeicy^thls^iiAte?'^in^5e include the
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increases in overall environmental significant
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The Limited Response Under nafta

thelr°enviroS5Mtal'^re^la??oM^to‘'entl''^®® should not
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The fundamental premise of the napta <e. 4-u prosperity Mexico should Lperience 
agreement will enable Mexicrto str^»nnfhf ^,5*^®® trade 
environmental programs to a?hwf^Jh^^? ? existing 
environmental ?uali?y%t nIeSs
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Negotiations With MeiJ?S?- ^«^®® Trade

Mexico's^envlronmlSal^protection^aoe^^^J”^ administered by
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Maxlco?u.s. Border Area"Adi
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facing the 2000-mile frontier. Public health threats

projects, the border plan ?s rvaLrana"b?‘^KfInstrument with no formal llnLoe^to ‘discretionary
agreement, the plan lacks the statis of^^’, ‘“de
that would place obligations o^l^rjent and ‘''ssty
both countries.’^ trent and future governments in

to fund environi^entai^Sonitoring^°enfo?c2men^ ^®^?-term strategy 

According to an analysis by the^u S -Mexlr«n^D^?f infrastructure. 
Program at the University of T^asT’ Policy Studies

fflanc?irai i ilme'ihln''a?ri''s°''sta?"*"
cutbacks in federal funding that*are^*? undergoing 
case of southern border stftes ^drawi 
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Comments of NRDC, Institute AutonLo^f^T ^^®^*^°rder area. 
Ecologlcas and G^po de los Clen on fh! J'"''|ftignciones Mexico Environment?! Issues^^^p^? 3-5'(L«mber"n9n.'' '•'*"

Jlan in
Public Affairs, University of Texas at AusMn^S'^ School of important critique assessL how the final nIS; 
comments raised by border are? residen?? at
version last summer. laents at hearings on the draft
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Dialogue" have statedl comprising a recent "New World

and more broadly Bu^ ^ ^ Western Hemisphere!

short-term |et„s ^aTtolT-tllXT.r':^^^

SJm!" sound advice to guide Congressional consultation on

environmental reguIaUon^J tha? Tax
unfair trade practices As practices constituteon this issue is limited to disc^etiona^v^?® agreement's response 
countries from relaxino stanrfarSf^J^ language to discouraae 
Without enforcement triggers^ this^ornS^^f® new investment. ^ 
effect in practice. provision will have limited

®"^i''°™s"tal*comJIl”lon°t“lnsT?rthat’'£uTth® "®" *"®flsan
integration protects and improves economic
and environm®ntal quality regionwide health
of this commission would include* features and functions
representation from each NAFTA c<iuit?y; SpeS!'t?aSsp«enr®"^®^

pA/S§6UE'^lStegrated%o?derEnJiro^)ieirPl "^/®^P°nse to the 

Austin, Texas). This analysis foSSd (March l, 1992,
corruT^itments in the border plan fori99?^mn5o S^l^^entifiable 
fell into the categories of infLmation'pv^h three-fourths
training, promises to enforcrexi^?ii« 1 "meetings,
studies. Only six percent of th^ coSSii®''®; further plans, or 
center's reckoning, were aimed dlrlc^uJ^TTlTil^J ^’’^robTI^.

WesteS®Hemlsphert°clmp«T “'®

Resources Institute,"October 1991) P* 1 (World
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citizen complelnts of lax enforcement anS ii^ Investigate 
actions. icrcement, and to recommend remedial
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Energy efficiency does not inhibit economic growth; it promotes It.
Energjus^gejjfy is one key to making industry more competitive in world markets. 
The United States has made great progresy»4his area during the past two decades; 
we have kept energy use nearly constant has continued to grow. There is
still room for improved efficjpn^hc^ever. Our economy could be even stronger 

today had a fraction of dj^sSOO bijlion spent on imported oil over the past ten years 
been invested in educ^Hon^jrtff^tructure, crime prevention, and health care.

Energy efficiency is a promising market in itself. Providing the new products and 

services needed to improve energy efficiency in our own country can become a major 
growth industry, and servicing the needs of other industrialized and developing 

countries can provide important new export markets.

Energy and environmental problems are linked; so are their potential solutions.
Widespread awareness of acidjain, deforestation, the greenhouse eff«t, and other 
regional and global environmental issues is relafively recent. A great deal of scientific 
debate still surrounds these issues, as researchers attempt to understand long-term 
trends and options. There is no disputing, however, that improving energy efficiency 
offers an immediate "no regrets" way to minimize the negative effects of these 
phenomena, whatever the ultimate scientific assessment may be.

In line with this view, a 1991 Congressional Office of Technology Assessment 
(OTA) study on global climate change examined a number of techrrical and policy 

options for reducing United States greeidrouse gas emissions. The report found that 
improving energy efficiency was the dominant strategy, both in terms of impact and 
cost effectiveness.^

Environmental and other external costs 
of energy production and use are substantial.
Today's market prices for energy often do not reflect the full replacement cost of new 
supplies. In addition, most rate-setting and economic planning practices fail to 
account for the long-term costs (admittedly difficult to assess) of environmental 
degradation and/or environmental clean-up, as well as the health risks associated 
with energy production and consumption.

The same is true of the national security costs of dependence on foreign oil. At 
present, the federal government finances the strategic jjetroleum reserve indirectly 
through general tax revenues. Nations like Japan, however, levy a direct tax on 
gasoline to maintain their strategic reserves. Taxes of this type can have the added 
benefit of reducing gasoline consumption and thus decreasing dependence on 
foreign oil.



utilities can be effective deliverers of energy efficiency goods and services.
As noted above, state regulatory practices that reward utilities for successful energy 

efficiency investments strengthen their commitment to demand-side resources.
Utility spending on customer energy efficiency programs is increasing and now 

exceeds $2 billion per year. The overall level and permanence of energy savings 
utilities have achieved is an even more impressive indicator. In 1990, there were more 
than 1,300 utility demand-side management (DSM) programs with 13 million 

customers participating, saving 1.3 percent of the country's electricity. Experts project 
that, by 2010, this level of saving could increase to 20 percent, cutting the nation's 
electric bills by $61 billion a year.® Continuing state and federal efforts can help 

ensure high-quality programs, monitor actual results, and disseminate lessons 

already learned by the most progressive states and utilities.

Many states have been more Innovative
In promoting energy efficiency than the federal government.
Much of the true innovation in energy policies and programs has come from 
individual states and communities and the private sector. Recent federal energy 

management efforts contain many elements of successful state programs, but lag well 
behind the best of these programs. The federal government could learn from state 

examples and encourage further innovation by restoring prior funding levels, 
distributing funds in ways that allow flexibility and rewaid inifiative and results, and 
helping state and local governments to share their most effective soluHons with one 

another.

Energy efficiency benefits national economies 

and the global economy and environment
EnagjLfifficMjfy conyratfs scarce economic resources and reduces the need to trade 
environmental quality against econonric growth, ^th in developing and industrial 
Kononrues. It also makes oil-importing nations less vulnerable to fluctuations in 
^orld oil prices. Developing countries, in particular Eastern Europe and the Soviet 
Republics, can benefit from energy efficiency because it reduces demand for capital 
investments in energy supply, thus freeing scarce capital to be spent on other criHcal 
infrastructure and development needs. Aggressive energy efficiency investments, 
many with a payback of two years or less, raukhattow developing countries ^ 
Eastern Europe to reduce their energy uLhy 25 p§/cent by 2025.’ This would mean 

that capital requirements for new energy gUppH^ in developing countries and 
Eastern Europe would be almost halved, and fossil fuel C02 emissions would drop 

by 25 percent.



•Energy efficiency needs 
to build a reputation as an 
economically aggressive 
and competitive strategy 
— in much the same way 
that manufacturers 
instinctively understand 
that high labor productivity 
isgood.’^

The Energy Foundation

One utility-sponsored 
energy management 
program that has been in 
effect in Osage, Iowa, 
(population 3,439) since 
1974, injects an estimated 
$1,200,000 a year into the 
local economy.^’

★ ★★ Make energy efficiency 

an engine for economic growth
Energy efficiency is a key component of economic efficiency and, ultimately, global 
competitiveness. To maintain a competitive edge, the United States cannot miss any 
opportunity to improve productivity — particularly when these improvements are as 
easily achievable as they are in energy efficiency.

Government and industry should recognize
energy efficiency as an important new area of business opportunity.
Energy-efficient products and services are becoming a major world market that 
United States firms cannot afford to ignore. Over the next 20 years, the potenliai'worljj^^narket for enerev efficiency fgnipmpnr^nd confiroc ic ocHmarpH at $252^^^^ 

billion — approximately $8.4 billion annually for the period 1990 to 200o'allChJtJn15Ie 

that figure for the period 2000 to 2010. Of this demand, approximately half is frorti
the developing countries and Eastern ^rope, where energy use is growing at a faster 

rate than in the developed countries.^ ^
Once they are assured that the public sector and utilities have made a genuine, 

long-term commitment to investing in improved efficiency, companies will be more 
willing to expand their products and services in the domestic energy-efficiency 
market. Since some potential entrants are still unaware of new market opportunities, 
aggressive promotional efforts by leading utilities and corporations could expand the 
market. Government can also play a role by providing special assistance to start-up 
firms with innovative ideas for new eneigy efficiency products and services.

A robust domesHc eneigy efficiency market will give the United States a solid 
basis to expand into exports, thus creating additional jobs and reducing the trade 
deficit. Since industrialized countries tend to satisfy energy conservation needs 
domestically rather than through imports, the greaternppnrtiiniiy fr.rTlmio^ 
exDort.s li^^jp develnpinp Por the United States to capitalize on this
market, however, will require an unprecedented level of commitment and 

cooperaHon from government and private organizaHons to resolve both long-term 
and short-term impediments to export efforts (e.g., lack of timely market intelligence). r
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ADDRESS OF GEORGE BECKER 
GREAT LAKES AIR TOXICS CONFERENCE 

MAY 18, 1991

At the outset let me express to the program planners 
the Steelworker's appreciation in being a formal participant 
in these proceedings. This seminar, which is one designed 
not only to disseminate information with regard to the 
multifaceted environmental assaults to which the Great Lakes 
Basin IS exposed, but also to lay the ground work for an 
intergroup network of local activists, is occurring at an 
appropriate time.

I realize that perhaps the immediate stimulant for this 
meeting is the recently passed Clean Air Act which 
identified the Great Lakes Basin as a particularly sensitive 
area due to its unique geographical configuration, 
industrial complex and urban concentration. But there is 
another factor which should not be ignored. Recently we 
have been witnessing an emphasis upon the global or 
transnational aspects of environmental concerns. Focus has 
been placed on intergovernmental treaties and the linkage of 
environmental standards with trade policies. These are 
important and significant relationships, which, if ignored 
could vitiate national and local achievements.

However, the shift to international forums cannot be a 
substitute for continued concentration with localized 
emissions and effluents. The recognition of a Basin 
initiative in the Clean Air Act dramatizes the need for this 
degree of alertness. Furthermore, it is a forum which is 
uniquely grassroots oriented. Your organizations and mine - 
the labor movement in general - are essentially membership 
intensive in their functions. Without membership 
involvement they can atrophy. So, you can understand how 
pleased I am that I have been invited to speak tonight.

This seminar is an opportunity - a challenge - for all 
of our groups to seek the way in which we can coalesce in a 
common objective, namely the betterment - or maybe, at this 
stage of our activity, the preservation - of the 
environment. The network which we seek is, to use an 
academic term, interdisciplinary. While each of us 
independently might work to protect the environment, the 
sources of pollution, the health and environmental 
impairments and the application of corrective measures cut 
across the lives and livelihood of so many of us that those
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who would resist abatement could so easily drive wedges 
between us and inhibit abatement.

We are one of the largest industrial unions in North 
America. Our membership is particularly strong in the Great 
Lakes Basin - the industrial heartland of both the United 
States and Canada.

For the over 50 years that this union has existed, our 
members hard work, ingenuity and solidarity have been 
essential to the economic health of that heartland. Through 
hard-won collective bargaining agreements we now represent 
workers in basic steel, all aspects of steel processing, 
smelters and other metalworks, the chemical industry, the 
mines and mills of the Mesabi, and many smaller and service 
industries. In our lifetime, we have participated in 
unparalleled industrial strength and productivity in these 
manufacturing areas.

In the eighties, however, we saw the foolish and 
wasteful decline of the U.S. and Canadian industrial base. 
We've had to speak up, as never before, for our members and 
their families, for our retirees and our communities along 
the St. Lawrence and into the Great Lake Basin Region.
We've had to fight against economic, trade and labor 
policies and practices which locked workers out of their 
jobs, replaced strikers with scabs, suppressed wages for 
corporate profits. The United Steelworkers and the labor 
movement, in general, will continue its role to make the 
economy a healthy one and the industrial heartland as strong 
as it can be in the global economy.

But we have another role.

Our children grow up in the Heartland. Our families 
live in the neighborhoods, paddle in the Boundary Waters and 
eat the fish. Our retirees enjoy the sunset on Lake 
Michigan. We all drink the water and breathe the air. 
Through these activities, we are, if I may excerpt a quote 
from your Sierra Club Founder, John Muir, "hitched to 
everything else in the universe."

The United Steelworkers Task Force on the Environment, 
which I chaired, reported this same notion in other words to 
our Constitutional Convention last August. The Report noted 
that with "Problems of acid rain, global warming, ozone 
depletion, oceanic pollution and world poverty...we can no 
longer think of ourselves as citizens of the U.S. or Canada,
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or even as North Americans. The potential catastrophe is 
global. Environment must be a global issue.”

"But”, the report then asks "is it a union issue?
Should we work to protect the environment merely as good 
citizens, or is there a special role for our union to play?
I want to <^ote at some length from the Report's reply to
this question ---- and that reply is now an official
benchmark on future directions of the Union.

However, before I present the Task Force's response to 
that question, I wish to relate another piece of 
Steelworkers' history which I think is most appropriate to 
the issues of this conference and even more appropriate to 
this particular region. Many years ago Carl Sandburg, the 
poet, remarked: "The Indiana Dunes constitute a signature
of time and eternity.” But he did not realize how 
persistent some forces could become in their efforts to 
erase that signature. Major portions of the sand dunes were 
leveled to provide space for industrial development, 
including the location of major steel mills. Thousands of 
tons of former virgin dune sands had been transported across 
the lake by barges to restore beaches along the lake shore 
north of Chicago. Additional tonnage was diverted for other 
purposes including the construction of the interstate 
highway system in Indiana. In 1966 the USWA district 
representing some 37,000 steelworkers residing in Lake 
County adopted a resolution seeking to preserve the Dunes. 
Congressman Annunzio, on October 10, 1966 placed the 
Resolution in the Congressional Record with these words:

"These are the people who have been forced to live in 
heavily industrialized areas where the air has become foul 
and the water polluted. These are the people who are asking 
for the preservation of what is left of our natural 
recreational areas.”

I mention this event because a labor-environmental 
coalition was ultimately successful in preserving a 
significant portion of the Dunes. The 1966 USWA Resolution 
sounds, even today, most relevant:

"...such location permits industry to take full 
advantage of water transportation and the use of millions 
and millions of gallons of what was fresh, pure Lake 
Michigan water without cost to them ... and was not returned 
as it was found but polluted water was returned and foul air 
laden with dust and gas returned to the atmosphere ... there
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are those who seek to build for the sake of building and who 
value things above people, who are contributing to the 
efforts of profiteers and misguided politicians."
It took a coalition to save the Dunes and it will take a 
coalition to save the Basin.

I referred earlier to a special USWA Task Force which 
attempted to define the role of our Union - of any union - 
in the organized effort to combat those sources which would 
destroy the environment. That report indicated that the 
environment is an essential union issue and must be part of 
the mission at every level of the union. The reasons are 
several.

(1) First, we must protect our children's world.

Steelworkers have always fought for a better life for 
their children. Most of us are the descendants of 
immigrants who came to the United States or Canada seeking a 
better future, not just for themselves, but for later 
generations as well.

Today, the greatest threat to our children's future may 
be the destruction of their environment. Some of the worst 
consequences of environmental damage, such as global warming 
and the death of the oceans, will not occur in our lifetime. 
But they could devastate the world of our children.

Some people believe that we can leave the problem to 
future generations. That is a delusion.

(2) Second, protecting the environment ultimately 
protects our jobs.

At first glance, this seems to run counter to 
everything we have heard about environmental issues. The 
common assumption seems to be that protecting the 
environment will destroy the jobs of thousands - maybe 
millions - of workers in our basic, smokestack industries. 
Which view is correct?

In a technological sense, the solutions to 
environmental problems are within our grasp some may require 
continued research while we take the first steps, but none 
are beyond our technical capacity.

None of this, however, will be easy or cheap. The real 
problems are not technical -they are economic and political.
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Our society will change enormously, either through our 
efforts to save our environment, or because environmental 
destruction finally overwhelms us. As a union, we cannot 
stand aside from these issues. Difficult choices will have 
to be made. The only question is who will make those 
choices, and how? Will working people be the victims of 
change, or will we help control that change to the benefit 
of ourselves and our children?

Steelworkers have heard the jobs argument before. For 
many years companies have tried to use economic and 
environmental blackmail on the union and its members. In 
every fight for a new health and safety regulation, or 
better wages, or improved pensions, there is a corporate 
economist to tell us that if we persist, the company or the 
industry will fold, with hundreds or thousands of lost jobs 
It rarely turns out to be true, and for good reason.
Someone has to design the cleaner process or equipment 
Someone has to build it. Someone has to install it.
Someone has to operate it. Someone has to maintain’it.

In the long run, the real choice is not jobs or 
environment. It's both or neither. What kind of jobs will 
be possible in a world of depleted resources, poisoned water 
and foul air, a world where ozone depletion and greenhouse 
warming make it difficult even to survive?

At the same time, we must recognize that some plants 
will close no matter what we do. It does not help these 
workers to argue that other jobs will be created somewhere 
else in some other industry. Protecting the environment may 
create jobs on the average, but displaced workers need jobs 
th6ins6lves, not the knowledge that some other worker is 
benefiting from their sacrifice.

The only answer is to link environmental issues with 
economic justice. In particular, income protection and job 
retraining should be automatic for workers who are displaced 
because of new environmental regulations, or the failure of 
their employers to adapt. For example, the USWA and other 
unions are lobbying intensively to add an Environmental 
Adjustment Assistance provision to the Clean Air Act.

We cannot serve our members by ignoring environmental 
issues. We cannot protect them by pretending to resist 
change. Our mission is to adapt to change and to channel it 
for the long-term benefit of our members and all workina 
people. ^
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(3) Third, environmental issues are linked to all other 
issues confronting us.

Economic forces are the key to almost every union 
issue. Environmental issues are no different.

Companies usually try to ''externalize" their costs - to 
make someone else pay part of the real cost of production, 
for example when workers are asked to pick up part of the 
cost of their health insurance.

Sometimes those costs are hidden. Bad working 
conditions lead to an increase in occupational accidents and 
illness. Some of that cost is paid by the workers' 
compensation system; most of it, however, is absorbed by the 
victims themselves in disability and lost income, and by all 
the rest of us, in higher overall medical and insurance 
bills.

Environmental economics work the same. Some companies 
try to maximize their profits by ignoring the cost to the 
environment. Pollution is pumped into the air and water, 
toxic chemicals are allowed to escape, greenhouse and ozone- 
depleting gases are generated because the cost to the 
environment never appears in the company's balance sheet.

But the cost is real. And while the cost of 
environmental damage may be external to the company, the 
Earth itself is a closed system. Considering the Earth as a 
whole, there is no such thing as an external cost.

A healthy economy is essential to a healthy 
environment. Protecting the environment ultimately means 
more efficient production, with less drain on the Earth's 
resources, and less waste.

For these compelling reasons, then, the United 
Steelworkers is increasingly taking action, increasingly 
becoming engaged in environmental work. As always, the most 
important actions are taking place at the local union level. 
We are recommending that environmental committees be formed, 
and become informed about environmental issues. There are 
some achievements. In Montreal, for instance. Local Union 
6887 helped the Noranda copper refinery negotiate a water 
pollution variance, but, at the same time, secured from the 
company, commitment for long-term state-of-the-art- 
compliance. At the Gary USX works, not far from here. Local
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Union 1066 forced a waste handling company to reduce its 
inventory of chlorine and worked with USX on an emergency 
response plan. Such examples point the way to pollution 
prevention and to zero discharge, the goal of the Great 
Lakes Water Quality Agreement between the U.S. and Canada.

This is the direction of the future: prevent
pollution; reduce the use of toxics; minimize or eliminate 
exposure for both workers and the community. Our workers 
and our communities will not accept palliative, will not 
take pollution with a dose of good medicine. The medicine 
is not always good. When I was a staff representative in 
the St. Louis area there were a number of lead battery 
plants whose workers I represented. Instead of cleaning up 
the atmosphere of the workplace, it was the Company's policy 
to clean up the blood lead levels of the workers through the 
use of chelating agents. It was unbelievable.

One of the members who testified in Congress for an 
OSHA lead standard died shortly thereafter. The reason I 
mention this episode is to emphasize that there is no 
difference between pollution inside the plant and outside.
In other words, we must be engaged on both fronts: EPA and
OSHA.

This union will also address environmental issues at 
the national policy level. In the arena of airborne toxics 
levels, the United Steelworkers will work for the strongest 
possible Maximum Available Control Technology to contain 
emissions from coke oven batteries under the new Clean Air 
Act. You probably know, that once coke oven batteries 
comply with these technology-based rules by 1995 they will 
be exempt from risk-based regulations until 2020. We did 
not support this exemption. However, the union will be 
involved in EPA rule-making on this and other sources of air 
toxics — chemical plants, mills, smelters and the like — 
where our members work and live. We'll be involved in 
generic issues like permits and voluntary reductions. We'll 
watch the development of the displaced worker provisions of 
the Act.

There is one further point which I would like to make. 
While it is fashionable to talk about the most cost 
effective measures for controlling pollution, we must never 
forget that social responsibility and environmental 
responsibility should be compatible. That is why we would 
advocate that any recommendations coming out of this 
conference include a strong legislative and regulatory
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regime for controlling and cleaning up the pollution in the 
Great ^kes. We should not cast too much reliance on market 
mechanisms which might bring about the necessary abatement 
but at the same time, would be unmindful of the social 
costs.

The United Steelworkers will be on Capitol Hill, 
lobbying for more resources for research and enforcement of 
environmental laws. We will be in statehouses, working on 
pollution prevention, right to know and other issues. We 
will be educating our members, as we've done since the late 
sixties, through our newly renamed Department of Safety, 
Health and Environment and with other programs.

Obviously, those of you in this room will be doing the 
same thing. Indeed, the only workable strategy for Great 
Lakes clean air and water is to form a network for action. 
The United Steelworkers of America is receptive to this 
approach. Call us. We want to be cooperative with those 
seeking less poison in the sky and water. We are ready to 
discuss with your allies the needs of working people for 
decent, safe jobs, and for healthy environments. We are 
ready to listen, coalesce and take the mutual action that 
will clean the air, waterways and toxic dumps.

We are increasingly becoming equipped with the means to 
control our destiny. Expansion of regulatory intervention, 
further tightening of emission standards and disclosures 
under right to know laws enhance our ability to cope with 
our mission. Recently, key Senators announced their 
intention to seek a sweeping expansion of the Right-to-Know 
laws, especially the Toxic Release Inventory program.

The public has the right to know more; we must cross 
the threshold of abatement activities into the arena of 
prevention. Sustainable development may be a catch phrase 
but it is also an objective.

For us in the labor movement, we realize that safe jobs 
are also secure jobs, that modernization of our industrial 
processes, along the lines of sustainability which puts 
industry on the cutting edge of technology, also advances 
our competitive position in the global marketplace.

I said earlier that the spirit and strength of the 
workers in the Heartland are essential to the economic 
health of the Heartland. Likewise, the environmental health 
of this glorious Great Lakes ecosystem, from pristine Lake
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Superior to the murky Cuyahoga river, is essential to the
strength of working people in the Basin. When we 

all begin to act together on this premise, then we will be 
protecting the world that we are borrowing from our 
children.



LABOR & ENVIRONMENT

No inconsistency between the objectives of the labor 
movement and environmenta1 protection.

o At a broader policy level "sustainable development" 
and "sustainable livelihood" promote one another.

Rationale: Poverty is a major factor in ecological 
catastrophes. Employment alleviates poverty. 
According to the ILO "in the process, the concept of 
'sustainable livelihoods' is forged. The labor market 
is boosted by the introduction of sound pollution 
abatement techniques and cleaner process techniques. 
It follows that the prevention of environmental 
degradation is conducive to the promotion and 
safeguarding of employment (Tab 1)

o Environmental health and occupational health both 
relate to the same industrial process which must be 
controlled.

Rationale: The 1970 OSHA legislation was enacted only 
after the years of development of the public's 
awareness of environmental hazards. The various Clean 
Air Act measures preceded OSHA and provide the 
statutory precedents for a workplace environmental 
standard.

o Both environmental protection and occupational health 
confront the same opposition: environmental blackmail.

Rationale: Workers and environmentalists need to be 
in coalition to advance their objectives against the 
charge that jobs and economic growth are destroyed 
because of regulatory intervention.

Environmental advancement has meant job security and job
creation.
o Where companies have met environmental obligations, 
there is an indication that they are also on the 
forefront of modernizing their facilities. Plants that 
are polluting are plants where the corporate owners may 
alreaf^y be disengaging. This is an early war^nijig sign 
of shutdown.---------- ------
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o A strong environmental goods and service (EGS) 
industry has been created to meet domestic requirements 
for controlling air and water pollution and for disposing 
of wastes. Superfund activities and environmental 
restoration, together with related technologies, is 
providing a growing base for a new jobs market: (Tab 2)

- 70,000 business
$130 million income 
1 million workers 
$270 billion sales 
$76 billion in tax revenues.

o EGS industry is also a growing global market. Labor's 
interests Mobs) are advanced if we can remain in the 
forefront of commitment to environmental controls. 
Otherwise our trading partners will occupy the 
environmental goods markets through their exports, 
resulting in a loss of U.S. jobs: (Tab 3)

Germany exports $10 billion
U.S.A. 4 billion
Japan 3 billion
U.K. 500 million

o While relaxation of or resistance to environmental 
regulations might mask the decline of a particular plant, 
it might also signal the loss of U.S. opportunities in 
the global market. (Tab 4) Environmental markets are 
driven by regulations. Because of recent Republican 
Administration opposition to regulations, American firms 
have been facing challenges from foreign companies, both 
overseas and in the domestic U.S. market for the 
provision of environmental technologies:

- OECD calculates a $200 billion market in 1990
- OECD projects a $300 billion market in 2000, 

growing at a rate of 5 to 6 percent per year.
- EGS market growth rates:

Japan 6.2%
U.S.A. 5.0%
E.C. 4.9%

Future job markets are at stake. (Tab 5)
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Pollution prevention rather than pollution abatement is 
a new trend. While regulatory intervention should not 
be replaced, the new trend does allow market forces to 
play a role. Pollution prevention has an economic value 
for the company: it makes the company cost-competitive 
and more productive. Pollution is waste and thereby is 
costly both in terms of abatement and loss of a resource.

o This trend is also advantageous to environmentalists 
and workers. It can maintain environmental advances 
while at the same time it pushes modernization. the 
investment in which provides greater job protection.

pollution 
involving 
sometimes 

(TQM) and

o There is a direct relation between 
prevention and manufacturing modernization, 
continuous improvement. This approach is 
referred to as Total Quality Management 
encompasses worker empowerment to make improvement. The 
recent coke oven emission regulation includes a section 
on worker participation. Again, these trends signal 
greater job security. (Tab ^

o Industries which maintain good environmental records 
are the ones that are more consistent with job security.

o Industries which adopt a pollution prevention approach 
switch to new more efficient processes. The environment 
becomes not a green, emotional issue: it's an economic 
issue with cost benefits. Additionally, this shift to 
environmental prevention process means a shift to a more 
occupationally safer process. Again, workers benefit. 
(Tab 7)

o Energy efficiency alone could save some of the $500 
billion spent on imported oil over the last 10 years, 
thereby releasing funds for education, infrastructure, 
health care, modernization, etc. (Tab 9)

Labor and environmental groups have cooperated on many 
levels. Environmental activists are primarily local- 
based groups who have been most willing to support 
labor's corporate strategy campaigns e.g. Ravenswood, 
Phelps Dodge, etc.

o Legislatively the Union has been a strong promoter of 
environmental laws: air, water, waste, conservation.
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USWA is a founding member of the National Clean Air 
Coalition.

o Administratively, the Union through its Safety, Health 
and Environment Department has engaged in the 
implementation of various environmental programs.

o 1990 USWA International Convention in Toronto focused 
on these issues through a series of panels, videos, and 
floor debates. Our Children's World was a report which 
we released.

o Our staff hold policy positions on a number of 
environmental organizations: Natural Resources Defense 
Council, World Resources Institute, Energy & 
Environmental Study Institute, National Wildlife 
Federation.

o Unions and environmentalists are also deeply concerned 
with the NAFTA provisions which could work to the 
detriment of labor and environmental standards on both 
sides of the border. Our joint effort has certainly 
produced attention and results.

The Union has supported the position that trade 
considerations should not be used to weaken domestic 
laws.
/ We have .aXsQ urged that the lack of environmenta 1 \ 
/standards should constitute an unfair trade practice ^ 
\against which countervailing~~dutie^couid oe applied

USWA has advocated a linkage between trade and the 
environment so that trade sanctions could be applied 
where standards are avoided. It is the same approach 
which we take with regard to violations of 
internationally recognized labor rights. (Tab 8)

5. Labor and environmental groups have also joined in 
promoting a readjustment program for workers and 
communities affected by environmental considerations. 
It is sometimes known as a Superfund For Workers. 
Basically the idea tracks the Trade Readjustment 
Assistance program. One of the main problems facing our 
timber workers on the West Coast is not just the
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protection of the owl, but actually the depletion of a 
natural resource, i.e. virgin timber. However, there are 
not long-term reconversion measures to assist those 
workers and their communities.

r
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public contract law, is necessary for implementation of success­
ful energy savings performance contracts.
(b) Definition.—Section 804 of such Act (42 U.S.C. 8287c) is

(1) in the material preceding paragraph (1), by striking 
“title—” and inserting “title, the following definitions apply: ,

(2) in paragraph (1), by striking “the” and inserting “The 
and by striking “, and” and inserting a period;

(3) in paragraph (2), by striking “the term ” and inserting 
“The term , and

(4) by adding at the end the following:
“(3) The terms ‘energy savings contract’ and ‘energy savings 

performance contract’ mean a contract which provides /or the 
performance of services for the design, acquisition, installation, 
testing, operation, and, where appropriate, maintenance and 
repair, of an identified energy conservation measure or series of 
measures at one or more locations. Such contracts

“(A) may provide for appropriate .software licensing
agreements; and

“(B) shall, with respect to an agency facility that is a 
public building as such term is defined in section 13(1) of 
the Public Buildings Act of 103!) (40 U.S.C. (112(1)). he in 
compliance with the prospectus requirements and proce­
dures of section 7 of the Public Buildings Act of 1050 (40
U.S.C. 606). „ ^
“(4) The term “energy conservation measures has the 

meaning given such term in section 551(4)- ”■
(c) Technical and Conforming Amendments.—(1) The title 

heading for title VIII of such Act is amended to read as follows:

“TITLE VIII—ENERGY SAVINGS 
PERFORMANCE CONTRACTS^\

(2) The table of contents of such Act is amended striking the 
item relating to title VIII and iriserting the following: “energy sav­
ings PERFORMANCE CONTRACTS”.
SEC 156 INTERGOVERNMENTAL ENERGY MANAGEMENT PLANNING AND 

COORDINATION.
(a) Conference Workshops.—The Administrator of General 

Services, in consultation with the Secretary and the Task Force, 
shall hold regular, biennial conference workshops in each of the 10 
standard Federal regions on energy management, conservation, ef/i- 
ciency and planning strategy. The Administrator shall work and 
consult with the Department of Energy and other Federal agencies 
to plan for particular regional conferences. The Administrator shall 
invite Department of Energy, State, local, tribal, and county public 
officials who have responsibilities for energy management or may 
have an interest in such conferences and shall seek the input of 
and be responsive to, the views of such officials in the planning and 
organization of such workshops.

(b) Focus OF Workshops.—Such workshops and conferences 
shall focus on the following (but may include other topics):

X

'■I .■

■A

(1) Developing strategies among Federal, State, tribal, and 
local governments to coordinate energy management policies 
and to maximize available intergovernmental energy manage­
ment resources within the region regarding the use of govern­
mental facilities and buildings.

(2) The design, construction, maintenance, and retrofitting 
of governmental facilities to incorporate energy efficient tech­
niques.

(3) Procurement and use of energy efficient products.
(4) Dissemination of energy information on innovative pro­

grams, technologies, and methods which have proven successful 
in government.

(5) Technical assistance to design and incorporate effective 
energy management strategies.
(c) Establishment of Workshop Timetable.—As a part of the 

first report to be submitted pursuant to section 154, the Administra­
tor shall set forth the schedule for the regional energy management 
workshops to be conducted under this section. Not less than five 
such workshops shall be held by September 30, 1993, and at leiust 
one such workshop shall be held in each of the 10 Federal regions 
every l(co years beginning on September 30, 1993.
SEC. 157. FEDERAL AGENCY ENERGY MANAGEMENT TRAINING.

(a) Energy Management Training.—(1) Each executive de­
partment described under section 101 of title 5, United States Code, 
the Environmental Protection Agency, the National Aeronautics 
and Space Administration, the General Services Administration, 
and the United States Postal Service shall establish and maintain a 
program to ensure that facility energy managers are trained energy 
managers. Such programs shall be managed—

(A) by the department or agency representative on the Task 
Force; or

(B) if a department or agency is not represented on the Task 
Force, by the designee of the head of such department or agency. 
(2) Departments and agencies described in paragraph (1) shall

encourage appropriate employees to participate in energy manager 
training courses. Employees may enroll in courses of study in the 
areas described in section 151(3) including, but not limited to, 
courses offered by—

(A) private or public educational institutions;
(B) Federal agencies; or
(C) professional associations.

(b) Report to Task Force.—(1) Each department and agency 
described in subsection (aXD shall, not later than 60 days following 
the date of the enactment of this Act, report to the Task Force the

[ following information:
(A) Those individuals employed by such department or 

agency on the date of the enactment of this Act who qualify as 
trained energy managers.

(B) The General Schedule (GS) or grade level at which each 
of the individuals described in subparagraph (A) is employed.

(C) The facility or facilities for which such individuals are 
responsible or otherwise stationed.



DEC-11-92 FRI 16:38 P . 0 1

CHKOLOQY/ECONOMIC GROWTH AND ENVIRONMENT 
Little Rock Simmlt

\ LYNN R. WILLIAMS
y International President 

UNITED STEELWORKERS 07 AMERICA
December 15# 1992

It is a truism that oil and water don't mix. In that 

same vein, there has been the constant refrain that 

environmental protection and industrial production don’t 

mix, and by extrapolation, jobs and the environment are in
conflict with one another. /Such assumptions have indeed
been the basis for the years of environmental blackmail to 

which workers, their communities and their legislators have^ 

been subjected, fp^rtunately today at this summit session, 

after twenty-two (22) years of experience under the Clean 

Air Act and other environmental and occupational safety and 

health acts, we are able to refute that claim. Between 1973 

and 1986 we have reduced pollution, decreased CO2 emissions, 
and expanded the economy by almost 40 percent while at the 

same time maintaining the same level of energy consumption.

1. That observation leads me to the first comment 
which I would like to make. Environmental attentiveness is 

not a job loser. It is a job creator. While I am not 

advocating the promotion of pollution abatement and/or 

prevention solely because of its positive impact upon the

Post-Itbrand fax transmittal memo 7671 0o1pagei ► ^
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job market, that aspect of our environmental laws has only
recently emerged.] It Is, nev^theless, a~^fini^lve^/ 

response to environmental blackmail^ At a time in which we

are keenly sensitive to the need for developing and 

expanding new job opportunities, especially when 

restructuring pressures are depressing many existing job 

bases (e.g. in the defense industry), environment-oriented 

jobs are a positive contribution and can be part of an 

economic stimulation program. Clean-up of Superfund sites, 

construction of sewage treatment facilities, and clean water 

rehabilitation efforts are labor intensive activities that 

also have a social objective.

The environmental goods and services industry has been 

A fast crowing one, albeit stimulated by environmental 
regulations. By some calculations the abatement and 

prevention industry compromises 70,000 businesses employing 

over 1 million workers with a 1991 income level of $130 

billion. According to an article by Senator Hlrth "...using 

a standard multiplier effect to gauge the full Impact of the 

sector in our economy, economists suggest that there is a 

3.5 million jobs flow."

’ - 1 ] - 9- Ur : Uij F'M F' 0
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2. A second point relates to the trade aspect of this 

growing market. The OECD projects that the global market Is 

expanding at the rate of five to six percent per year and 

will reach over $300 billion In seven years. The 

International Finance Corporation projects an even larger 

market by the year 2000, namely $600 billion. These figures 

indicate a global market greater than the aerospace and 

chemical Industry. Labor’s Interests fj.e. jobs) are

IX Kft can tamaln in ths. forefront qi a comTnitn.snt 
ifi anvlrgnmental controls, otherwise our trading partners 

will seize the environmental goods and services markets 

through exports, resulting in a loss of U.S. jobs and future
job opportunities. /Actually, this disadvantageous trend Is 

Vi^dy underway. U.S. firms have lost the edge to Western 

^urope and Japan In air pollution control technology due to^ 

the lax enforcement of our environmental laws during the 

Reagan and Bush years. _________________________ _

3. Thirdly, environmental advancement has meant not 
only job creation but ish feggyrity. When companies have met 
environmental obligations, there Is an indication that they 

are also on the forefront of modernizing their facilities. 

Plants that are polluting are plants where corporate owners I



may already be disengaging. It may be an early warning 

signal of an impending shutdown. An investment in pollution 

abatement can be an early downpayment in a modernization 

program. This is a labor issue because it is a job security 

issue. Perhaps many more of our jobs could have been 

protected against imports if firms had early on committed 

themselves to environmental investments which could have put 
them on a course of modernization and cost efficiency.

4. End-of-the-pipeline pollution abatement investments 

have been resisted by many corporations. Now, however, 
environmental awareness has taken on a new characteristic, 

namely pollution prevention, the resistance to which could 

spell further deterioration of our job security. Pollution 

prevention has an economic value for the company; it makes 

the company cost*competitive and more productive precisely 

because pollution is, in reality, waste both in terms of 

loss of a resource (new material) and in terms of abatement. 
There is a direct relationship between pollution prevention 

and manufacturing modernization which focuses on continuous 

Improvement to eliminate waste as inefficient. Some of our 

companies are now engaged in a review of their production 

processes. Such a review, stimulated through environmental
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Intervention to prevent pollution rather than treat it, can 

put firms on the cutting edge of technology. This review is 

sometimes referred to as total quality management (TQM) and 

encompasses worker empowerment to make Improvements. Again 

the drive for technological advancement is an important 

aspect of environmental achievement on sustainable 

development and a key factor in job security, especially in 

global market competition.

5, Jobs and the environment have a dual linkage. Not 
only are jobs enhanced by environmental measures, but 
environmental objectives are achieved through a healthy 

economy. As we all know, poverty is a major factor in 

ecological catastrophes. According to a recent ILO report 

"Employment alleviates poverty. In the process, 

the concept of ‘sustainable livelihoods' is 

forged. The labor market is boosted by the 

Introduction of social pollution abatement 

techniques and cleaner process techniques, it 

follows that the prevention of environmental 
degradation is conducive to the promotion and 

safeguarding of employment. ■»
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In other words, "sustainable development" and "sustainable 

livelihood" promote one another.

6. Furthermore there is an inherent linkage between 

occupational health and environmental health. The 

advancement of the quality of a worker's life on the job has 

had an immediate connection with the rising awareness of the 

environmental quality of community life. Environmental 
health and occupational health both relate to the same 

Industrial processes which must be controlled. The 1970 

OSHA legislation was enacted only the years of
development of the public's awareness of environmental 
hazards and was preceded by the passage of the Clean Air Act 

which provided the statutory precedents for a workforce
environmental regime.^Throughout the history of

implementation of both Acts, environmental protection and 

occupational safety and health have been confronted by the 

same opposition: environmental blackmail. In addition, we 

had to insist that a systematic policy of deregulation of 

environmental laws or safety laws did not in any way 

substitute for an aggressive macro-economic policy.
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While the plant gates way divide the regulatory 

responsibility over environmental health hazards, it is the 

emissions from the same Industrial processes for which 

abatement or prevention measures are required. Community 

health and worker health are linked in a continuum and 

ultimately both are advanced together. For that reason, 
workers and environmentalists need to be in coalition to 

promote their objectives against the charge that jobs and 

economic growth are impaired because of regulatory 

Intervention. Incidentally, with the now Administration we 

would urge that there be a closer coordination between OSHA

and EPA.
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While oil end water don't mix, economic progress 

increasingly is becoming dependent upon environmental 
protection. Environmental technologies, while directed at 

pollution abatement and prevention, also drive production 

competitiveness and efficiency required for survival in a 

global economy. Por the labor movement this translates into 

more sseure ^obs and equally important, more B8fg Aihl 
hmalthv -^obs. As we state in our Steelworker Convention 

Report Cur fhndren's World) "In the long run, the real 
choice is not jobs or environment. It's both or neither."

! M



QUESTIONS BASED ON THE PRESENTATION OF JOHN E. BRYSON, Chairman 
and Chief Executive Officer of Southern California Edison 
Corporation

1. Question to Richard Clark, Chairman and C.E.O. of Pacific Gas 
St Electric:

Southern California Edison's experience indicates that there is 
significant potential for simultaneous economic and environmental 
gains through greater use of energy efficiency and renewable 
energy supplies.

***** Does Pacific Gas and Electric's recent experience indicate 
similar potential for economic and environmental gains?

Note I Pacific Gas and Electric plans to meet 75 percent of 
electric load growth for the 1990s with customer energy 
efficiency. Their energy efficiency programs in the 1990s are 
expected to cost their residential and industrial customers $2.4 
billion less than if customer needs were met by building new 
generating capacity.

2. Question to William R. Wiley, Directory of the Pacific 
Northwest Division and Senior Vice-President of the Battelle 
Memorial Institute.

Southern California Edison has been engaged in numerous creative 
partnerships with firms exploring renewable technologies (such as 
Texas Instruments and photovoltaics) and consortiums such as 
CALSTART, which is working on development of an electric vehicle 
industry in California.

***** What is your view of the potential for government/industry 
partnerships in developing technologies that are cost-effective 
and environmentally sound? Is this potential being little 
utilized now (indicating the possibility of large gains through 
better institutional cooperation)?

Note: William Wiley's programs at Battelle include operation of
the Department of Energy's Pacific Northwest Laboratory, 
developing and deploying technology in support of DOE's missions 
in energy, environment and national defense. The Laboratory is 
establishing cutting-edge programs in basic science and applied 
technology and recent initiatives include high-performance 
computing and energy efficiency projects to meet the challenges 
of the 21st Century.



3. Question to Dennis Bakke, Co-Founder and C.E.O. of The AES 
Corporation (Energy/Cogeneration). [This question is better 
addressed to someone involved in manufacturing extension, but 
there may not be anyone on the Panel that fits that description.]

Southern California Edison has numerous innovative extension 
programs which provide information on the latest energy efficient 
technologies to residential, commercial, and industrial 
customers. [Examples of such programs are their Customer 
Technology Application Center and their Business Retention 
Program].

***** What is your view of the importance of such extension 
programs in assuring the implementation of cost-effective and 
environmentally sound technologies?

4. Question to Carol Browner, Florida's Secretary of 
Environmental Regulation:

Southern California Edison's experience indicates the potential 
for 'win-win' energy strategies which save money and enhance 
environmental quality.
***** Based on your experience in Florida, what general type of 
regulatory regime is best for promoting strategies that provide 
simultaneous economic and environmental gains?



QUESTIONS BASED ON THE PRESENTATION OF LYNN R. WILLIAMS, 
International President of the United Steelworkers of America

1. Question to Pam Noyes Linton, President and C.E.O. of 
Pollution Solutions of Vermont, Inc., and Pollution Solutions of 
Canada, Inc. or Ed Romero, Founder, Chairman and C.E.O. of 
Advanced Sciences, Inc. (environmental services, engineering, 
waste management) or Maria Elena Torano, President and Chief 
Executive Officer, META, Inc. (small business/environmental 
services).

The United Steelworkers believe that labor gains from progressive 
environmental programs through the development of new jobs in the 
environmental goods and services market.

***** Based on your company's experience as well as others in 
your field, what is your perception of the job growth prospects 
in the market for environmental goods and services?

2. Question to Frank P. Popoff, Chairman, 
of the Dow Chemical Company

President and C.E.O.

The United Steelworkers believe that job security (as opposed to 
just job creation) is greater in firms with proactive 
environmental policies because such firms are more likely to be 
using innovative practice such as total quality management, which 
increase long run competitiveness. [Pollution prevention efforts 
are often modeled on 'traditional' total quality management 
programs.]

***** Based on your experience at Dow, what is your view of the 
linkage between job security and proactive environmental 
management?

Note; Frank Popoff has compared the false choice between 
economic competitiveness and the environment to the earlier false 
choice between product quality and costs. "Some will still say 
economic efficiency and environmentalism are opposing objectives. 
But 15 years ago, the same thing was said about quality and lower 
costs being opposing objectives....U.S. and Japanese firms have 
proven otherwise."

DOW has examples of proactive environmental policies which 
saved money and thus enhanced job security. In 1988-89, DOW's 
Louisiana division invested more than $12 million in 47 waste 
reduction projects with an average payback time of 10 months.
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3. Question to Paul O'Neill, Chairman of Aluminum Company of 
America (ALCOA)..

The United Steelworkers (and presumably other labor groups) 
support the adoption of progressive environmental policies by 
business and government.

***** What has been the reaction of workers at ALCOA to the 
implementation of proactive environmental policies which attempt 
to minimize wastes and prevent pollution?

Note; According to a recent ALCOA newsletter, its workers are 
actively involved in environmental efforts in plants and in the 
surrounding communities. "Good corporate stewardship ranges from 
wildlife preservation to land reclamation to office paper and 
aluminum can recycling....The involvement of Alcoa plants and 
people covers the spectrum. From building nesting boxes to 
providing environmental education for local communities, Alcoans 
worldwide are demonstrating a commitment to corporate 
stewardship."
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"he Energy Cycle A

nee lighter cars use less fuel, lightweight aluminum 
irts are energy savers. For example, an average 3,000- 
)und midsize sedan could lose 25% of its weight by add- 
g 850 pounds of aluminum to replace heavier materials. 
For the car owner, this would not necessarily mean 

smaller car—just a lighter one—and it would cost less 
I operate. Apply comparable weight savings to all US. 
irs, and gasoline consumption would decline by 16%. 
Where aluminum uses energy is in the original refining 

' bauxite and smelting of alumina. But 95% of this energy 

m be saved by using recycled aluminum.

Ir
1 m

For the owner, a car's cost is not just the 
purchase price but rather the life-cycle 
cost of ownintJ and operatin)> the vehicle— 
includinj? fuel. I See chart. I Li)<htweit!htinH 
the car saves on fuel throufthout the life 
cvcle. so the owner )>ets the equivalent of 
hundreds of dollars in continuing rebates.

..... — Lower Weight = Higher MPG

Miles per gailc'

'V,-

, t '' I,,
.' 40 '/

tw far can you get on a tank of gas? 
sterday’s answer is not tomorrow s answer, 
ith increasing use of aluminum, large cars 
on’t have to weigh much more than small 
irs u.sed to—and won't consume an>-where 
tar the fuel that large cars once needed.
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When Recycling Pays for Itself

1

The trend to recycling has reached the automobile, in the 

US. and abroad. Future cars will be designed for disas­
sembly, using materials suitable for reprocessing 

into new parts for cars or for other products.
Recycling conserves resources, saves 

energy and reduces pressures on landfill dis- 
■ posal—as shown by the highly successful recy- 

I cling of aluminum beverage cans.
' This system works because aluminum’s value 

provides a powerful incentive for recycling—bo 
for cans and for cars. The more aluminum a car 

contains, the more recyclable the car.

»|i ffl'»

li
At the end of its useful life, the Acura NSX 
will still have value for its last owner. Its 
high aluminum content will offer an extra 
incentive to recyclers of $500 to $1,100 
worth of aluminum, based on the metal’s 
historical price range.

Future cars will have to be designed for easy 
disassembly and made of materials that can 
be recovered, resold, reprocessed and reused. 
.Aluminum is not only recyclable, it pays 
its own way through the recycling loop.
(See chart.)

Value of Recyclable Materials

Automotive scrap

jm: S700 per tonAlumin

Rubber: S260 per ton

! Steel: SiOO per

! I Glass: lio market 
I I I
: Plastic: no market



■ Electricity aver­
ages about 30% 
of the total cost to 
make aluminum. 
Most of .Alcoa's con­
tracts for purchased 
power call for prices 
tied to aluminum 
prices or to various 
indices. .Alcoa gener­
ates roughly 40% 
of its own power.

■ One objective of 
Alcoa’s research and 
development effons 
is to anticipate and 
address environ­
mental impacts of 
new products and 
processes while 
they are still under 
development.

' 0

'¥ *
Total income, payroll, property and other taxes accrued by Alcoa were 

$448 in 1991, $681 in 1990 and $1,077 in 1989.
> Foreign Currency—Effective January 1, 1991 the Australian dollar became 
the functional currency for translating financial statements of AofA. Economic 
factors and circumstances related to AofA’s financial operations have changed 
significantly since the US. dollar was first designated as the functional currency. 
Under accounting rules, these new facts required the change.

Gains or losses from translating AofA s financial statements to US. dollars 
now are reflected in a shareholders’ equity account on the balance sheet rather 
than in the income statement.

The change is expected to reduce the effect that exchange rate fluctuations 
have on AofA’s earnings and give a truer picture of its operating performance.

As a result of the change, at January 1, 1991. Alcoa’s Shareholders’ Equity 
and Minority Interests accounts were reduced by $133 and $128, respectively. 
These amounts were offset principally by a reduction in fixed assets.

Environmental Matters
Alcoa continues to participate in environmental assessments and cleanups at a 
number of locations, including operating facilities and their adjoining property: 
at previously owned or operated facilities; and at superfund and other waste 
sites. Alcoa records a liability for environmental remediation costs and/or 
damages when a cleanup program becomes probable and the costs/damages 
can be reasonably estimated.

As assessments and cleanups proceed, these liabilities are adjusted based 
on progress in determining the timing and extent of remedial actions and 
the related costs and damages. The extent and amounts of the liabilities can 
change substantially due to factors such as the nature or extent of contam­
ination, changes in remedial requirements and technological improvements.

Further evaluations were completed in late 1991 and resulted in an increase 
in the reserve for environmental issues by a pretax amount of $258. This 
provision, plus prior accruals, brought the total environmental reserve to 
$521 as of December 31, 1991. This reflects Alcoa’s most probable cost to 
remediate identified environmental conditions for which costs can be reasonably- 
estimated. The expenditures will be made over the next ten years.

Liquidity and Capital Resources

Alcoa continued to strengthen its financial position, in part by improving its 
already low debt to equity ratio. The company has the financial flexibility 
to meet both short- and long-term needs or opportunities. Among the financial 
resources available to Alcoa are; a $753 multiple-option loan facility that 
matures in 1993; a shelf registration with the Securities and Exchange Com­
mission for up to $300; and commercial paper arrangements rated Al/Pl. 
Only the commercial paper program has been used, and the balance out­
standing at December 31, 1991 was $25.

Cost of Goods Sold as a 
Percent of Sales

Cost reductions were not enough to 
o_lisct lower revenues caused by low 
aluminum prices. This resulted in a 
4.3 point rise in this ratio from 1990.
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Return on Invested Capital

To improve returns. Alcoa is focusing 
on customer needs, controlling costs, 
and improving recovery rates and 
manufacturing flexibility.
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TESTIMONY OF JOHN C FOX 
MANAGER, ENERGY EEHCIENCY SERVICES 

PACinC GAS AND ELECTRIC COMPANY

BEFORE
THE JOINT ECONOMIC COMMITTEE 

UNITED STATES CONGRESS

REGARDING THE ECONOMIC AND ENVIRONMENTAL 
BENEFITS OF ENERGY EFnaENCY

TUESDAY, APRIL 28,1992

Mr. Chairman and members of the Committee, I am John Fox, and I am the 

manager of the Energy Efficiency Services Department at the Pacific Gas and 

Electric Company in San Francisco. I am pleased and honored to testify today 

on the economic and environmental benefits of PG&E's energy efficiency 

programs. I have attached to my statement the previous testimony submitted 

by PG&E to both the House and Senate during the 102nd Congress, which 

relates to the topic before you today.

PG&E is the nationj_iatgest_mvestor-owned gas and^lectric utility, serving 11 

million Californians from the Oregon border south to Santa Barbara. We 

have over 100 years of experience in the energy arena and a reputation as an 

industry innovator.

For us, energy efficiency is understood from a system perspective. We have 

provided energy efficiency services to our custom^ for more than two 

decades. But we also pursue supply efficiencies, including renewable energy 

and high-effidency gas conversion technologies, as well as efficiendes in 

transmission and distribution. Especially over the last ten years, we have 

demonstrated beyond a reasonable doubt that energy effidency (broadly 

defined) andj;gnewablejechnologies can be the foundation of electric supply 

strategies for California and, to a large extent, for the United States as a whole.

PG&E plans to meet 75% of electric load growth projected for the 90’s with 

customer energy efficiency. These programs will save the equivalent of 2,500
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MW of power generation. The remaining load growth will be met with 

renewable generation sources and more efficient use of existing facilities and 

of the distribution grid. We are encouraged that in the past two years, we 

have exceeded our annual energy savings goals.

Our confidence in relying so heavily on energy efficiency is based on our 

belief that the market potential for cost-effective energy efficiency is large.
Our own very conservative studies suggest that in excess of 25% of current 

electric use can be saved. Uter studies by the Electric Power Research Institute 

suggest a range of 22-44%, while Rocky Mountain Institute claims that up to 

75% of current use can be saved.

Our ability to capture these potential savings offers us and our customers the 

opportunity to reduce costs and increase productivity and competitiveness, 
while significantly reducing the adverse environmental impacts associated 

with energy production and use.

We support the theory that the marketplace should determine the amount 

and type of each energy option used. However, it is our sad experience that 
the marketplace for energy efficiency technologies contains significant and 

pervasive barriers which preclude widespread adoption of even the most 

cost-effective efficiency measures. A detailed description of these barriers is 

contained in the earlier PG&E testimony I have provided. These barriers 

range from the lack of consumer information to the lack of qualified 

technicians, the separation of buyers of equipment from the users of 

equipment, and the regulatory systems that encourage supply side 

investments over demand-side investments.

We believe that a coordinated effort by utilities, customers, regulators and 

state and federal governments is necessary to overcome these barriers.

California and an increasing number of states have reformed regulatory 

processes to remove disincentives to pursuing energy efficiency and have in 

some cases rewarded utilities for successful energy efficiency programs.
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In this environment PG&E has inaeased its energy efficiency efforts. We 

now plan to spend well over $2 billion in this decade on more than 40 

programs that provide cost-effective efficiency opportunities to all customers.
It has been our experience that every customer, even those with relatively 

aggressive efficiency programs, have significant untapped opportunities for 

cost-effective investments in energy efficiency. Also included in our earlier 

testimony is a general description of our programs.

Market research tells us that our customers place a high value on these 

programs. For our commercial and industrial customers, these efficiency 

improvements increase productivity and reduce costs, both of which lead to 

higher profits and enhanced competitiveness in national and world markets. 
For residential customers, our assistance to help control energy costs is a key 

determinant of customer satisfaction and inaeased disposable income.

Average customer bills are lower because of our programs. Put another way, 
these cost-effective efficiency investments result in society paying less for 

energy than it would if we constructed more power plants. In the case of 

PG&E, we estimate that, net of program costs, we will collect $2.4 billion less 

from our customers in this decade than we would if we met customer needs 

by building generating capacity. This is $2.4 billion that is available for other 

purchases or investments that stimulate the economy and create new or 

additional jobs.

Our experience also shows that substantial air emission reductions are 

possible commensurate with net savings to the U.S. economy. Due to PG&E’s 

energy efficiency efforts, air emissions in this decade will be reduced by 20 

million tons of carbon dioxide, 27,000 tons of nitrogen oxides, and over 5,000 

tons of sulphur dioxide. An equivalent efficiency program in many other 

parts of the country would have even greater environmental benefits, since 

PG&E s reliance on fossil generation is below the national average, and is 

limited almost exclusively to natural gas.

I would like to conclude by returning briefly to the barriers to adoption of 

energy efficiency, and the possible roles for state and federal governments. 
Energy legislation now pending before Congress will be very helpful. In the
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energy efficiency area, we are particularly pleased with the new labelling and 

standard-setting activities for motors, office equipment, and heating and 

cooling equipment, and with steps to encourage states to reform utility 

regulation. We hope that the Congress will also take steps this year to 

eliminate the taxation of utility rebates as income, which could prove to be a 

significant impediment to the marketing of efficiency programs.

Carrying out the legislative intent will require vision and initiative of both 

Federal and state governments. PG&E is pleased with the regulatory support 

in California, but there is an opportunity to improve support in other parts of 

the country. In many states, significant changes in regulatory policy will be 

needed to give electric utilities a balanced choice between efficiency and 

supply alternatives. Leadership and funding from the Federal government 

will also be important to speed these changes.

The President and the Congress both have recognized the example that 

Federal agencies can set in using energy efficiency aiteria in their own 

purchasing practices. In addition, goals for improving the energy efficiency of 

Federal facilities will not only set an example and save substantial energy and 

money, they also provide an important stimulus to the service and 

manufacturing industries that provide energy efficient products.

PG&E has embarked on a long-term strategy of reliance on energy efficiency 

and renewable energy as its primary sources of new electricity supply. No 

single program or strategy will work for all American utilities. But we 

believe providing them with incentives for efficiency investments will 
further the nation’s drive for sustained economic growth and improvement 

to the environment.

Mr. Chairman, I would be happy to answer any questions the Committee may 

have.


