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Business contribution to environmental protection

Environmental considerations In trade
agreements
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= The term globalisation has lbeen widely used to descrilbe the increasing
Internationalisation off markets for geods and services, the financial
System, corporations and industries, technology and competition.

Three major forces have contributed importantly to the globalisation
Process:

(1) the liberalisation of capital movements and deregulation of financial
services

L E(rthe further opening of markets to trade and investment -

() therkey role_playe_d—by Information’and communication technologies
“HRtthe economy.




RedUction of barriers to trade

High integration of financial markets Is increasingly impacting on the
conduct and perfermance of the industrial sector.

Foreign direct investment is becoming a crucial factor in the world-wide
process of industrial restructuring and the development of genuinely
global industries.

Multinational firms constitute one of the main vectors of
economic internationalisation.

Close linkages between trade and direct investment.
Evolving frameworks for trade and investment.

IRtE€rnationalisation of production: multinationall erigin. of. preduct
Cemponents, senices,and.capital often chiaideiernsed by co-operation™
. Ol subcontiactinefaoreements among firms:
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[Location: strategies for the activities of multinational firms are strongly
Influenced by the comparative advantages ofi countries and regions.

International dissemination of technology and shortening of the cycle of
production and technological innovation.

Competition In markets between numerous new competitors fromiall
over the world leads to extremely rapid structural adjustments In
nuMmerous areas.

LB Eempression of time and distance in intermational transactions;and

=

reduction of transactien.costs. a

-

s VUltiplication of regional trade agreements
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"=One of'the key features of globalisation Is that multinational
firms constitute one of the main vectors of economic
Internationalisation.

= Recent OECD projects have looked at hew:Business can
contribute to environmental protection in a globalised
economy

Environmentandthe @ECD Guidelinesifor Multinational Enterprises

=Blsiness and Multilateral Environmental Agreements
- Environmental innovation and global markets




uidelines for Multinational Enterprises
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*Theonly'gevermment-backed code of
conduct for enterprises

=39 adhering countries (30 OECD
countries, 9 non-OECD countries)

*\/oluntary recommendations to MNES In
all major areas of business ethics

*Binding commitments to adhering
governments (follow up mechanisms, via
NatepaliContact Points) _—

*Stakeholders can address themselves to
NCPs via “specific instances”




= General policies:

— Contribute'to economic, soclal and environmental
progress

— Respect human rights

— Encourage local capacity building and human, capital
formation

— Refrain from seeking exemptions (e.g. in the areas of
- envirenment, labour, safety)

= = Apply.geodiconpoerate,governanceNpractices -

S Pevelop practices to establish trust with, the societies in
which they operate

— Not discriminate against “whistleblowers”
— Encourage suppliers to have good corporate conduct
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= Disclesure of Information regarding activities, structure,
financial situation and performance

Employment and industrial relations
Environment

Combating bribery
Consumer interests

Science and,technology
W= Competition;
SElaXation




= Vlany parts of the “general policies” are also relevant to the
environmental behaviour performance of MNES: not to
seek exemptions from environmental laws, not to
discriminate against whistleblowers, engage suppliers in

good practices, etc.

= _Envirenment.chapter

R

o ==
—

- @General recommendation: Enterprises shoeuld
conduct their activities in a manner contributing to
sustainable development

- 8 specific recommendations




Envirenmental management systems

Public infermation and stakeholder consultation
Life-cycle assessment

Precaution

Emergency prevention, preparedness and response
Continuous Improvements in eny. performance
Envirenmental.education and training
Contrbuting tertheidevelopmentieifeny. policy
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How: areithe Guidelines’ recommendations. on

OECD survey of over 4,000 manufacturing facilities with 50 or more
employees in 7 OECD countries (Canada, the United States, France,
Germany, Norway, Hungary, and Japan)

37% of respondents reported having an environmental management
system in place

Similarly large proportions of companies had adopted specific
environmental management tools

= 40% of companies commissioning extemaliaudits to verify their
envirenmenteiNpERCRTIENCE

— 25% use environmental accounting tools.

= Qut of 45 cases brought by NGOs for non-respect of the Guidelines, 20
deal with environmental issues




Trends;

Business action that contributes to addressing the goals of the UN Framework
Convention on Climate Change has increased significantly, especially since the
entry into force of the Kyoto Protocol in 2005, private sector action in
addressing the goals of the UN Convention on Biological Diversity is much
lower, but on the rise, and very limited business action is occurring relevant to
the goals of the UN Convention to Combat Desetrtification.

The financial sector is getting more and more involved, especially in the area of

climate change: including through standards to incorporate social and

environmental criteria in their lending practices, investing in clean technology,
e andorfering metrics and benchmarks to assess the effect ofienvirenmental
- [SSUES 0N sk management: —
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sersize of the global environmental market has growniconsiderably offering
new business opportunities. Most of the growth'is linked to the climate change
agenda, but biodiversity-related products and services are also increasing.




Undeéerstanding the objectives off MEAS. Businesses needs to understand
MEASs goals to get involved, and the benefits of contributing to them. This
Includes awareness of the impacts of their activities on MEA objectives.

Raising the public’s awareness: Improving transparency about corporate
behaviour, including behaviour related to global environmental problems, is a
useful way to make companies engage more in tackling those problems.
Government measures to enhance transparency include reposting
requirements.

= Creating market opportunities: Governments canrhelp to develop and
strengthen environmental markets by taking measures to increase the demand
o environmental technologies and goods thus maximising market
- Epportunities, e.g.hyisetiing standards for producisithat require a hightlevel'ei™
. environmental performaﬁte establisning policiestfor ecosystem services,
S AIsing consumer awareness about the importance and benefits of swﬂchmg to
greener product choices, and working with local governments and
municipalities to improve the environmental performance of their infrastructure.
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= SUppoerting Inoevation: Business engagement reguires a
regulatery. framework that promotes the creation of new
markets for environmental goods, services and
technologies, and supports innovation.

= Access to capital: Financial analysts and rating agencies
are incorporating environmental consideratiens in their risk
assessments. Some investment funds have been
established specifically to finance companies that have a
solid environmental record. Indexesitoe track.the financial
SEPEfonmance eicompanies alie,alseremerging:
L EGoyernmentstcotlditrther promote dialogue between
Senvironmental experts and the financial cemmunity to
mobilise investments that address environmental goals.
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Projectlooks at how globalisation; affects environmental innovation: in firms
(both in OECD ad non-countries).

Explores whether - and how - increased competition, new markets and R&D
centres affect green R&D decisions.

— Are markets - or regulation - the key driver for producing leading to
environmental innovation?

— Are current R&D policies (regulation, market instriments) adequate to
sSupport environmental innovation?

= Sihased on Information ebtained directly formicempanies and govermment
eliicials.
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= In Japén: Toyota, Sharp and Ibiden will'be interviewed




Preliminary findirgs
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Main drivers for environmentally-related R&D: Regulation remains the key driver for
environmentally-related R&D, but other factors are gaining importance (congquering new
markets). For large companies operating globally, regulation in all their potential markets,
not only in their home country, is increasingly important.

Ensuring enforcement to create a level playing field in global markets: Regulatory
requirements drive environmental innovation, but they need to apply to all participants.

Outsourcing and relocating environmentally-related R&D: One ofithe features of the
internationalisation of R&D is the increasing relocation and outsourcing of R&D activities.
This also happens in the field of environmentally-related R&D. However, what is
outsourced to these countries is mostly “development”, whereas basic “research” is still
mainly/dene at headguarters.

Eewer subsidies, more investments infR&bDandliedlication: The corporations and
lsinessiorganisauensinterviewed so far (mainly large multinational enterprises) do not
SUpPport the use of subsidies as a tool to promote the develepment of technologies:

subsidies can lead to inefficiencies by encouraging companies to produce technologies

that might not be commercially-viable.




Preliminary findirgs
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Doemestic cooerdination is key: Envirenmentally-related R&D; and especially, R&Drinithe
areas of energy efficiency and renewable energy, Is often the competence of several
ministries. Inter-agency coordination is necessary for integrating environmental
considerations inte: R&D and innovation policies.

Barriers to environmentally-related R&D: Regulatory uncertainty and the fragmentation of
requirements in different markets are key barriers to corporate investments in R&D.
Other barriers: insufficient protection of IPRs.

Incentives: Public policies to create markets, such as guaranteeing purchases of energy

produced from renewable sources, are providing producers with incentives to invest in

R&D. Support for pilot projects to test new technologies is also an important area for
L gevernment involvement.
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“L\easuresitorscalertp technologies: In'some areas, e.g., energy efficiency, the bottle
HEckis not R&D — the necessary technology is often already: available — but large-scale
deployment of the technology. Governments could address these obstacles by
promoting markets in these areas (e.g. through government procurement).
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Regional Trade Agreements (RTAs) and
Envirenment

= Examines key environmental aspects of RTAs

= Summarises experience with the implementation
of RTAsS

"= Highlights, findings,that could bepusefil for'the
diseussiontand implementation of new. RTAS




agreements: key experiences
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Key.benefits

= Contributes to sustainable development
= |evels the playing field
= Helps focus environmental co-operation

Key difficulties

5 Overcoming trade partner’s scepticism

e [Determining| the secopeiandlevel of envireRmenial commitments
= [Lack of capacity and rESoUrces
sfittle government commitment

= Pressure to speed up negotiation process




The number off RTAS Is increasing rapidly: (WTO predicts seon 400 will'be in'force).

Viany RTAs includeseferences to environment: mainly these by the US, EU, Canada, New Zealand.
Among non-OECD countries: Chile.

Level and scope of environmental provisions vary: most deal with environmental co-operation; few
include binding environmental provisions

Japan is lagging behind other OECD countries- environmental provisions in its RTAS are not very
ambitious

It remains difficult for smaller economies to make the case of including environmental provisions in
RTAS

Positions evelve at regional level, but little progress at multilaierailevel

eV ere expenience shelnefen implementation Is essential

e

Proliferation of RTAs and varying environmental commitments is rendering the implementations and
management of provisions complicated



THE END™

= For any questions:

= cristina.tebar-less@oecd.org

= WWW.0€ecd.org
" Trade andiEnvironmentss
Investment and Environment
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