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Abstract

This paper provides an overview of voluntary approaches used in the mining and forestry sectors
and the experience that has been gained with them. It examines the differences in approach taken
by these two sectors and the implications and underlying causes of these differences. In
particular, it examines the issues of coverage and ambitiousness, monitoring, sanctions for non-
compliance, transparency and credibility of voluntary approaches. Finally, the experience of the
mining and forestry sectors is used to extrapolate more general lessons for the potential role that
voluntary approaches can play in improving environmental performance in the context of foreign
direct investment.

Introduction

As the OECD has recognised, foreign direct investment (FDI) has increased dramatically in
recent years. While this has brought economic and social benefits to many regions of the world,
some also argue that it threatens environmental quality in host countries, for example by
producing pollution havens and generating a ‘race to the bottom’ in environmental standards.
However, a counter-view suggests that large corporations most frequently involved in FDI will
promote the establishment of higher environmental standards through technology transfer or via
their environmental practices. Preliminary investigations suggest that the truth is more complex
than either of these views would suggest, and that different sectors are subject to different
pressures and respond in different ways.

What is clear is that FDI is continuing to expand and with it, the reach of large multinational
corporations into developing countries. This trend has important environmental implications, and
commonly involves large scale investment projects in environmentally and resource sensitive
industries such as mining and forestry. The behaviour of corporations involved in FDI has
important indirect as well as direct implications, for those corporations commonly act as models
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(both positive and negative) for the behaviour of local enterprises. From a public policy
perspective, it is vital that companies involved in FDI are encouraged and rewarded for becoming
environmental leaders rather than laggards. Yet in an increasingly globalised economy in which
the capacities of host countries may well be outstripped by the pace and scale of FDI, the policy
options for nurturing such leadership, are limited.

One increasingly popular option is to use voluntary initiatives to supplement, complement or
replace direct government regulation, as the main means of curbing the environmental excesses of
private enterprise. The reasons for this new-found interest in voluntarism are manyii, but include
the limits of command and control regulation, the need to fill the vacuum left by the retreat of the
regulatory state, and as the European Union’s Fifth Action Plan points out: “the growing
realisation in industry and in the business world that not only is industry a significant part of the
(environmental) problem but is must also be part of the solution”.iii

Initially, industry viewed voluntary initiatives either as a means of achieving (at best) a flexible,
cost-effective and more autonomous alternative to direct regulation, or (at worst) simply a means
of avoiding the imposition of binding standards altogether. However, such initiatives are
increasingly being seen to fulfil a number of other objectives, including risk management
(including protecting themselves from potential litigation), and reputation assurance. This last
factor has become of critical importance to large, highly visible transnational corporations, who
increasingly recognise the need to manage their relationships and maintain their credibility not
only with governments but also with a broader range of stakeholders, including communities,
NGOs, and workers. While the dynamics of reputation assurance may vary with the industry
sector and context, it will be apparent that from an industry perspective, “voluntary” initiatives
may owe far more to a calculated response to external (and internal) pressures than they do to any
spontaneous wish to become more socially or environmentally responsible.

But although this new found interest in voluntary initiatives has resulted in their proliferation
across a range of issues and in a variety of countries, we still know very little about their
effectiveness or about how best to design them to achieve optimum efficiency and effectiveness.
The empirical literature is very limited, due largely to the recent introduction of this approach and
the lack of data collection and reporting requirements in many such initiatives. Indeed, one of the
few things upon which almost all analysts of voluntary initiatives seem to agree is that far too
little attention has so far been given to evaluating either their economic or environmental
benefits.iv

Even such evaluation as has taken place has been of doubtful credibility. For example, as Kathryn
Harrison has demonstrated, evaluations of some of the early initiatives suggesting that they have
been very successful, are highly problematic. From her broader review of voluntary codes,
Harrison reasonably concludes that:

although policy evaluation is never straightforward, it is especially challenging with
respect to voluntary programs for several reasons. Since participation is voluntary,
claims of benefits beyond “business as usual” can be viewed with less confidence
since firms may be selectively signing on only to do what they would have done
anyway. In addition, measures of rates of compliance and environmental benefits
can be more difficult since voluntary initiatives are seldom backed by legal
mechanisms to compel disclosure. Finally, the potential for strategic behavior
presents a special problem for voluntary initiatives. To the extent that participation
in voluntary programs is motivated by a desire to avoid regulations, firms have
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incentives to exaggerate the economic and environmental benefits of voluntary
programs.v

Against this backdrop of a paucity of reliable empirical evidence, this paper examines the
experience of voluntary initiatives in relation to two industry sectors which have been prominent
in FDI and whose activities can have profound environmental and resource implications: the
mining and forestry industries. As we will see, an industry-specific approach is valuable because
the appropriateness of voluntary initiatives, and the design features necessary to maximise their
chances of success, are context specific. That is, there is no single approach which is likely to
work in all industries or in all circumstances. As we will see, the forestry and mining sectors offer
useful contrasts for this exercise, having very different characteristics and lending themselves to
very different approaches to voluntarism.

While a number of important distinctions between the types of voluntary agreement embraced by
these two sectors will become apparent during the course of the paper, it is useful at this stage to
highlight the most crucial differences between them, according to the taxonomy developed by the
OECDvi (see box 1).

Box 1

Voluntary Approaches: A Taxonomyvii

Voluntary approaches are schemes whereby firms make commitments to improve their
environmental performance beyond legal requirements. They can be divided into four categories:

� Public voluntary schemes involve commitments devised by a public body (this could be a
government agency or an NGO) and in which individual firms are invited to participate.
Since participation in voluntary programs is a choice left to the individual company, they can
be seen as “optional regulations”. Examples are the US program 33/50 or the Eco-Audit and
Auditing Scheme (EMAS) implemented by the European Union;

� Negotiated agreements involve commitments of environmental protection developed through
bargaining between a public authority and industry. They are frequently signed at the national
level between an industry sector and a public authority, although agreements with individual
firms are also possible;

� Unilateral commitments are set by the industry acting independently without any involvement
of a public authority. The Responsible Care program is a well known example of a unilateral
commitment made by the chemical industry in many countries;

� Private agreements reached through direct bargaining between stakeholders. For instance, the
Canadian Automotive Workers Union has negotiated cleaner production provisions into
collective agreements with the motor industry involving 50,000 workers in 30 plants, as well
as suppliers and part manufacturers.

In terms of the above taxonomy it should be noted that certification schemes such as have
evolved in the forestry industry can be either public voluntary schemes (if they are designed by
governments or by third parties), or they can be unilateral commitments, when designed by
business itself.viii In contrast, voluntary codes such as have evolved in the mining industry are
examples of unilateral commitments, as they do not normally involve either governments or third
parties at the design phase.
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It should also be noted that some voluntary initiatives are more voluntary than others. As an
OECD research paper has pointed out: “although the initiatives are referred to as ‘voluntary’,
some firms are often under strong pressures to adopt them. Such pressures stem from legal and
regulatory arrangements, from employees, from the need to protect brand or reputation capital
and from civil society.”ix Certainly the experience with the forest certification, for example, it that
this has been a response to NGO and consumer pressure and that government mandates have
simply been replaced by commercial mandates. Accordingly, this paper recognises that
voluntarism is a question of degree, not an absolute, and embraces within it, initiatives which in
significant part, may be a response to external forces.

The remainder of the paper is organised as follows. We first provide a context by (i) elaborating
on what we believe to be the centrally important concept of social license as a driver of corporate
voluntarism; and (ii) identifying the main differences between the mining and forestry sectors and
why different forms of voluntarism have evolved in each sector. We then explore separately, the
mining industry experience ( comparing this to the similar but empirically more advanced
experience of the chemicals industry); and that of the forest products industry. We then seek to
draw some broader lessons about the design and appropriateness of voluntary approaches as a
policy instrument, and some general conclusions.

A context: the importance of social license

We can get a better understanding of the role of voluntary approaches if we first ask why industry
is increasingly attracted to the use of such instruments, and what purpose(s) they would serve.
The main impetus for the introduction of such approaches (mainly in the form of industry codes
of practice) is the need for the industry, or at least reputation sensitive industry, to maintain its
environmental credibility. For example, in the case of the mining industry, as one industry
commentator has pointed out:

worldwide, mining is faced with a pattern of low credibility and social opposition,
which drives from a general perception that mining is a dirty business. Mining is
seen as inherently destructive, in that it destroys the environment, and leaves nothing
positive behind when it packs up and goes. The image of abandoned mines, tailings
dumps, waste-rock piles, and abandoned communities has significant resonance with
the general public.x

The problems are usually greatest in developing countries (recipients of much FDI in extractive
industries) where mining companies commonly confront a legacy of conflict, struggles over the
distribution of the benefits of mining, legislative inconsistencies generated by a variety of
different reform processes, and a perceived lack of legitimacy in the laws and regulations on
which foreign companies rely.xi This last problem may be particularly serious given that there are
commonly unresolved problems of legitimacy and transparency related to the entire process of
mineral resource development and that a transnational company may be seen as aligned with a
government which lacks legitimacy in rural areas. And even where there is the political will to
regulate the environmental impact of the mining sector, governments and regulators commonly
lack the capacity to do so.

As a result, the mining industry faces an urgent need to gain and maintain legitimacy and social
acceptance, and cannot rely merely on the fact it claims to be in compliance with local
environmental laws, to achieve this. It is particularly vulnerable to criticisms from a combination
of local and international Non Government Organizations. These groups, benefiting from the
global revolution in communications and information technology, not only have far greater
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knowledge of mining operations than previously, but can disseminate that information rapidly,
and in forms (eg digital photography and the internet) that facilitate highly sophisticated media
campaigns directed to individual corporations or to the industry at large. The Brent Spar saga,
albeit in another resource sector, is a dramatic illustration of the impact which sophisticated NGO
media campaigns can have on corporate reputation and profits The environmental and social
damage caused by the Ok Tedi mine in Papua New Guinea, at one stage threatened to become a
comparable media disaster for its owners, at least at the regional level.

Within the forestry sector, Greenpeace, in collaboration with local environmental groups,
succeeded in turning the issue of clear felling within the old growth forests of British Columbia,
into another highly volatile and high profile media issue. There, NGO and public pressure
prompted British Columbia’s largest forest products company, MacMillan Bloedel, to reverse its
long term policy and to announce its intention to cease all clear felling in the province. Its
chairman, whose previous experience in the asbestos industry left him in no doubt as to the severe
consequences of the loss of social license, was adamant that it had no choice but to acquiesce to
public demands, irrespective of the short term economic cost.

A corporation that builds its reputation capital and social license (as perhaps McMillan Bloedel
intends), can also turn this into a competitive advantage: “Reputation capital represents a
communications bridge which predisposes NGOs, communities and other groups to enter into
open discussion rather than hostile opposition. Reputation capital carries with it credibility, such
that the up-front costs and risk associated with gaining social acceptability are reduced”.xii Those
with reputational capital will be those who benefit from greater access to government and
planning approvals, community acceptance and preferred access to prospective areas and
projects.

Against this background, how can industry convince society that it is acting responsibly in the
way it exploits resources, and that it is doing so in a manner which is compatible with the concept
of sustainable development? How can individual companies demonstrate that they are responsible
environmental actors who can be trusted to mine or conduct forestry operations in a particular
area in a developing country without poisoning the local rivers, irreparably damaging the local
environment, and destroying the culture of indigenous peoples? How can companies avoid, for
example, more serious accidents involving cyanide such as the Baia Mare disaster in Romania,
the Kumtor incident in Krygyzstan and at the Ok Tedi mine in Papua New Guinea? Put more
broadly, how can a company and the industry as a whole, protect its “social license to operate”?

An important distinction here is between action which is required to protect the reputation of an
individual company, and action which is needed to protect the reputation of an industry as a
whole. Of course, there is nothing to prevent individual companies from improving their own
environmental performance without adopting a particular code of practice, although they may
gain greater credibility (to the extent that such a code is respected by external stakeholders) by
doing so. Incentives for such individual action include not only the protection of reputational
capital but also competitive advantage and increased profitability, to the extent that they can
identify “win-win’ solutions which, for example, enable them to save substantial sums of money
through more efficient use of resources.

However, it is clear that individual initiatives will not be sufficient to protect the reputation of an
industry as a whole, and that unless the industry as a whole, is trusted, then the prospects of
individual companies within it may be threatened. This is because a major environmental incident
involving an individual company commonly tarnishes the reputation of the entire industry,
exposing it to the risk of tougher regulatory requirements, obstacles to development and
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community backlash. As one industry spokesman put it: "Businesses can only survive whilst they
have society’s acceptance for their activities. Once that acceptance is lost, there is only one way to
go".xiii

What this means in practical terms is that each company in an environmentally sensitive industry
must act as its brother’s keeper. Thus a mechanism must be found, nationally and internationally,
which enables the industry to continuously improve the environmental performance of all
companies, large and small. Such a mechanism must be capable of improving the industry’s poor
public image,xiv restoring public faith in the industry’s integrity and taking the heat out of
demands for stricter government regulation.xv One such mechanism is to invoke voluntary
initiatives, and in particular industry codes of practice, to achieve these goals. However, the
precise mechanism invoked and how it will play out, is likely to vary from sector to sector. For as
we will see, this mechanism is particularly apposite to the circumstances of the mining industry
but less so for forestry.

Differences between the mining and forestry sectors and their implications

As will become apparent, the mining industry and the forestry industry have taken very different
approaches to voluntarism, a matter which can be explained, in large part, by the differences
between the two sectors.

Perhaps the over-riding distinction is that in the case of forest products, it has been possible for
international environmental groups and their allies to sensitise consumers to the environmentally
damaging consequences of certain forest practices, and to persuade substantial numbers of them
to exercise a purchasing preference for timber harvested from ‘sustainably managed’ sources. A
certification scheme (and subsequently a proliferation of certification schemes) usually but not
always, with independent third party audit, has been the mechanism enabling sustainably
harvested timber to be distinguished from that which has been unsustainably harvested. The final
link facilitating this particular form of market pressure has been the willingness of forest product
retailers, especially in Europe, to promote and buy certified timber.

Voluntarism in relation to forestry has been largely a reaction by forest companies to this form of
market pressure. That is, forestry certification was neither initiated nor promoted by the industry,
but various forest products companies have chosen to embrace it both because of the market
advantages it may bring and because they see broader credibility gains (social licence benefits)
from doing so.

In the mining industry, the large majority of the factors that facilitated the evolution of third party
certification are absent. In principle, it might be possible to distinguish say, iron ore extracted
from one source where mining techniques were environmentally sensitive, from iron ore
extracted from another where they were not. However, this would be far more complex than it is
in the case of timber products, which remain in their original form, much further down the
production chain, than do most extracted minerals. It is, for example, far easier for a consumer to
identify the source of the wood that goes into a chair than for a consumer to identify the source of
copper making up components of a computer. That is, timber products (unless reduced to pulp)
remain in their final form much further down the production chain and this may be a crucial
variable facilitating or inhibiting the certification approach.

Thus while WWF and others have actively sought to expand and apply the forest certification
model to other industries (eg the Marine Stewardship Council) the conventional wisdom has been
that industries such as mining is are less suited to this approach, because there is little or no
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capacity to harness consumer pressure. Rather, NGO campaigns against mining in the past have
primarily targeted local communities and regulators. It may also be that the emotional appeal of
trees is much stronger than that of minerals, even when extraction of the latter can be
demonstrated to cause substantial localised damage (facilitating greater NGO leverage), and that
the price elasticities and capacity for value added are substantially greater in relation to forest
products (facilitating greater consumer power).

However, in an innovative new initiative, WWF is currently partnering with Placer Dome to
evaluate whether mining could be included under a similar certification model to the FSCxvi.
WWF takes the view that consumers ‘constitute more than individuals going into stores for our
personal consumption. WWF views the ‘market’ for certification of the mining industry to
include…investors, financiers, insurers, employees, regulators, suppliers, and consumers’.xvii

While it may be that certification can offer benefits to the mining sector, albeit in different ways
to those offered by the FSC to forestry companies, this initiative is still at an early stage. It is not
yet clear, whether, to what extent, or in what circumstances, it will achieve its objectives.

At the same time, the mining industry is experiencing increasing public and NGO criticism of its
environmental practices and performance, and feels itself particularly vulnerable to that pressure
and its consequences (in terms of permission to open new mines, community backlash and
tougher legislation) for the reasons described in the previous section. Because individual action
by individual companies is unlikely in itself to bring about an overall improvement in industry
standards or to curb the activities of free-riders, some form of collective response is necessary.
Since the industry does not wish to lose its autonomy and is distrustful of direct government
intervention in its affairs, the establishment of a voluntary code, seemed a logical step forward. A
model for the introduction of such a code already existed in the form of the chemical industry’s
Responsible Care program, and to date the main mining industry initiatives have been
substantially modelled on Responsible Care. We explore the implications of adopting this model
in the next section below.

The Mining Industry

The task of protecting a social license is multidimensional, involves operating at several levels,
and engaging in dialogue with a variety of stakeholders in order to gain credibility and
legitimacy. One partial but important strategy for gaining social license at an industry level is the
development and implementation of industry codes of practice and other voluntary approaches
which establish industry standards of environmental performance.

Industry groups in a number of countries (most notably Canada and Australia) have to varying
degrees contemplated or introduced such codes. The International Council on Mining has an
Environmental Charter and an Environment code which  is reproduced at Appendix 3 below. This
includes product stewardship, environmental stewardship and community responsibility
principles. Amongst the obligations specified are to “meet all applicable environmental laws and
regulations and, in jurisdictions where these are absent or inadequate, apply cost-benefit
management practices to advance environmental protection and to minimize environmental
risks.” However, as Dee has pointed out, there are no significant incentives to join, and neither is
there independent monitoring, or sanctions for non-compliance (nor are the principles written in
sufficiently tight language to strongly induce good environmental behaviour). The International
Council on Metal and the Environment is also in the process of developing a code at the time of
writing.
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Also of significance is the Global Mining Initiative, involving a number of major mining
companies, which has commissioned a study seeking to analyse the factors which could help the
mining sector better contribute to sustainable development, and which aims to reach an
understanding with all stakeholders, and the industry’s critics, on the role that mining should play
in the transition to sustainable development. Its report will be available by 2002.xviii

A particularly advanced example of what a mining industry code might involve is the Australian
Minerals Industry Code for Environmental Management, which was launched in 1996 and
substantially revised in February, 2000 This has been described by the United Nations
Environment Program as being “one of the most comprehensive voluntary codes yet devised for
the mining industry, and the only code to require the disclosure of environmental performance”.xix

While the precise motivations of the industry in establishing the code remain a matter of
speculationxx, they certainly included a concern to protect the reputation of the Australian mining
sector as a whole, and with it, the reputation of individual companies and their capacity to gain
access to markets in a number of developing countries. Signatories to the code commit to:

•  integration of environmental, social and economic considerations into decision-making and
management, consistent with the objectives of sustainable development;

•  openness, transparency and improved accountability through public environmental reporting
and engagement with the community;

•  compliance with statutory requirements as a minimum;
•  a continually-improving standard of environmental performance and, through leadership, the

pursuit of environmental excellence throughout the Australian minerals industry.

Obligations under the Code are: progressive implementation; production of an annual  public
environment report within two years of registration; completion of an annual code
implementation survey to assess progress against implementation of code principles; and
verification of the survey results, by an accredited auditor, at least once every three years. The
code also requires implementation of an environmental management system. As at January 2001
there were 36 signatories to the Code, representing approximately 90% of the industry’s mineral
production. While this figure, supplied by the AMC, suggests that the code has been widely
adopted, it may disguise the extent to which smaller companies have so far declined to
participate.xxi Further details of the Code are supplied at Appendix 2.

The Australian code and other mining industry initiatives are of too recent origin to be subject of
evaluation at this stage. However, we do have much greater empirical experience of other,
somewhat similar, codes of practicexxii In particular, since the code bears considerable similarities
to, and was modelled substantially on, the chemical industry’s much more developed Responsible
Care program, we can at the very least extrapolate from the experience of Responsible Care to
evaluate the minerals industry code in terms of key criteria such as its coverage and
ambitousness, monitoring, sanctions for non-compliance, transparency and credibility. The two
industry sectors have considerable similarities in that both have a substantial and high profile
environmental impact, both have had a very poor public environmental image, and both need to
protect their reputation capital in order to maintain access to development opportunities across a
diverse range of countries, to ward of more interventionist government regulation, and to
maintain credibility with external stakeholdersxxiii.

Responsible Care evolved in the aftermath of the chemical industry disaster at Bhopal, India, in
1984, at a time when the chemical industry internationally faced a serious credibility problem and
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feared draconian government regulation and serious public opposition to many of the industry’s
activities. Responsible Care is a self regulatory program intended to reduce chemical accidents
and pollution, to build industry credibility through improved performance and increased
communication and to involve the community in decision making. It is built around a series of
industry codes of practice and greater levels of public disclosure and participation and
administered by chemical industry associations at national level. The relevant associations rely
largely on promulgating norms of industrial conduct, peer pressure, technical assistance and
transfer, data collection and self-reporting by members to institutionalise responsibility and
ensure compliance. Expulsion of a member for non-compliance is extremely rare.

At best, over 15 years since its inception, Responsible Care has achieved only very modest
success. In the USA, there is no publicly accessible aggregate data on firm compliance with
industry standards, and informal estimates are that some 30% of members have been
“recalcitrant’ in adopting the Programxxiv. One recent evaluation found that: firms that are more
greatly influenced by the industry’s reputation will more frequently participate in Responsible
Care; companies with weaker environmental performance relative to their sectors were more
likely to participate in Responsible Care; there is no evidence that Responsible Care has
positively influenced the rate of improvement among its members; there is evidence that
members of Responsible Care are improving their relative environmental performance more
slowly than non-members.

Overall conclusions from this research are that, because Responsible Care has operated without
explicit sanctions for malfeasance, “it has fallen victim to enough opportunism that it includes a
disproportionate number of poor performers, and its members do not improve faster than non-
members. Thus the institutional pressure that Responsible Care exerts on its members appears to
have inadequately counteracted opportunism”. xxv

Another study of 16 firms found that the Responsible Care program dramatically changed the
way of thinking of 3 of the firms, and was a useful and important safety health and environment
tool in another 3. However, in 10 of the firms, Responsible Care primarily helped relations with
external constituencies without significantly changing internal behaviourxxvi. Indeed some firms
(who see environmental practices as marginal to their strategic and competitive objectives) appear
to treat Responsible Care as a tool for external image manipulation rather than for genuine
environmental improvementxxvii.

However, Responsible Care continues to evolve, and as previous analyses point out, substantial
modifications, including independent third party audit (already in the process of being introduced
in some jurisdictions) and expanded roles for accountability, transparency and consultation, may
go a substantial way to improving both its credibility and its capability to deliver positive
environmental outcomesxxviii.

Responsible Care may also have achieved much more than the above analyses give credit for in
terms of “soft” effects (which are rarely dealt with because they are difficult to measure)xxix. Rees
has demonstrated that the chemical industry associations, through Responsible Care, have
facilitated the development of trust amongst their members, creating an environment within
which people work together, share information, provide mutual aid and establish policy. Tangible
manifestations of this include Responsible Care's leadership groups,xxx workshops, mutual
assistance network and implementation guides. As a result, "by increasing interpersonal trust and
reducing uncertainty, the development of community lowers transaction costs and makes
collective action easier".xxxi
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More broadly, Responsible Care has enabled the development of an industrial morality, a set of
norms which generate a sense of obligation, emphasising particular values and structuring choice.
Such a morality provides:

...a form of moral discourse capable of challenging conventional industry practices -
"This is the way we always do business around here" - including the economic
assumptions underlying many of those taken-for-granted policies and practices. In
this way, an industrial morality ...legitimises aspirations other than profit as a good
reason for action. It establishes an alternative moral vocabulary, a rhetoric of
organisational motive that competes with (and critiques) the native tongue of the
business organisation, the language of profits and losses."xxxii

Within such a context, there is also considerable scope for peer group pressure to act as an
effective driver of corporate change. For example, the leadership groups in particular, fulfil this
role, bringing together representatives of a number of companies to share their experiences, their
progress, and, by implication, their lack of progress.xxxiii

Similarly, there is the potential for Responsible Care to act as a vehicle for corporate shamingxxxiv

through the spotlight of public exposure of a polluter’s moral failings. Certainly the performance
indicators and verification mechanisms currently being adopted under Responsible Care, could
form the basis for identifying recalcitrants and exposing them to the glare of adverse publicity.
There is also some anecdotal evidence that to a modest extent, such shaming already takes place
through the leadership groups. In these ways, Responsible Care provides a vehicle for informal
social control: regulation from the inside ("moralising social control"),xxxv rather than regulation
from the outside (based on external constraint).

Overall, the various Responsible Care mechanisms designed to develop mutual trust among
competitors, to facilitate mutual aid, information and technology sharing, peer support, pressure,
for corporate shaming and dialogue with local communities, the public and governments, create a
climate which can motivate and drive corporate executives to do far more in terms of
environmental performance than the law could credibly require. However, despite its
considerable potential and strengths, there are also many obstacles to the success of Responsible
Care. Of these, the largest is that environmental protection and private profit do not necessarily
coincide, and are not perceived to coincide, particularly given the emphasis of most corporations
on short term profitability.xxxvi For both corporations and individual managers, the essential
dilemma is that they will be judged essentially on short term performance, and if they cannot
demonstrate tangible economic success in the here and now, there may be no longer term to look
forward to.xxxvii
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There may be a number of particular lessons for the mining industry to be learned from the
Responsible Care experience. First, to the extent that the code relies on self-reporting as the
principal means of monitoring,  it will lack credibility with external stakeholders and the public in
general. When the industry associations responsible for administering Responsible Care
announced yearly compliance figures based on their member companies ‘ticking the boxes’ and
returning questionnaires, these statistics were greeted with great scepticism by external audiences,
and as tantamount to students grading their own exam papers. Only very belatedly, and only in a
very small number of countries, is Responsible Care turning to external verification and
independent audit, as a means of providing credible monitoring and reporting. The leader in this
respect is Canada, where an external team comprising two industry and two non-industry
representatives (one from the local community) conduct such audits.

Significantly, the most recent version of the Australian Minerals Industry code requires
verification of the survey results, by an accredited auditor, at least every three years. However, it
must be noted that since the code requirements are essentially process rather than outcome based
this does not imply independent verification that any particular level of environmental
performance is being achieved, but rather that the systems that companies claim are in place are
indeed so.

Second, if the industry association is unwilling to impose credible sanctions for non-compliance
with the code, this too, substantially reduces its credibility. Environmental groups constantly ask
for evidence that the relevant industry association is willing to take action to sanction renegade
companies for non-compliance. In most countries, there are none, leading its critics to suggest
that Responsible Care tolerates free-riders and lacks the political will or the means to pull up the
recalcitrants to the standards set out in its codes of practice. It remains to be seen whether the
Minerals Council of Australia will adopt a more aggressive approach to sanctions. At present, the
position taken is that the code “is not there to judge how companies perform, and has no capacity
to apply punitive measures when they fail to measure up”xxxviii

Third, transparency will be a critical feature of a code’s credibility with the general public.
Responsible Care in the USA initially used the slogan “don’t trust us, track us” as a means of
demonstrating to the public a commitment to openness and to full disclosure. However, in
practice, its members have been loath to make such disclosure. Even now, there is no requirement
to make compliance audits public in the USA and the Chemical Manufacturers Association leaves
it to individual member companies to define what constitutes “full implementation” for their own
circumstancesxxxix. The code development and implementation process are even less open in
Europe. Canada and Australia are the main exceptions, in that firms are required to publicly
report their discharges beyond the requirements of law, and public involvement is facilitated via a
national advisory panel and facility-level committees.

Again, it is too early to judge the Australian Minerals Industry code in terms of transparency.
Certainly “signatory values” include “openness, transparency and improved accountability
through public environmental reporting.” Quite what this will mean in practice only time will tell.
The early signs are not encouraging. The mining industry took a leading role in opposing the
implementation of a National Pollution Inventory (a watered down version of the US Toxic
Release Inventory) and was successful in having removed from the NPI, proposed reporting
requirements in relation to issues such as tailings dams, which the mining industry would prefer
not to be the subject of public scrutiny. Another response to its anticipated public environmental
reporting initiative, has, according to regulators, been to routinely defend and if necessary appeal
all prosecutions, even those where (according to regulators) it would in the past have pleaded
guilty. Since the industry can massively outspend local regulatory authorities in the courtroom,
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this strategy may well be successful in deterring EPA prosecutions and in preserving a clean
record, but says nothing about the industry’s commitment to improved environmental
performance.

Finally, the Responsible Care codes, like ISO 14001, focus on systems rather than outcome based
standards. As such, they leave the setting of goals to individual participants, focussing only on the
processes that are in place to ensure that goals are achieved. As Harrison points out:

at its core Responsible Care remains a management system. Whether or not it is
effective as such, it cannot be viewed as a substitute for goal oriented public policy.
For instance, the manufacturing code of practice commits participants to “be aware
of  all effluents and emissions to the environment, monitor those for which it is
necessary, and implement plans for there control when necessary.”…It striking that
no specifics are provided about which substances should be monitored, what to
report to the community, when control is ‘necessary’, or how firms should go in
‘responding to community concerns’.

The same comment applies equally to the Minerals Industry Code.

The Forestry Industry

Forestry, like mining, is a sector whose activities have high environmental and political
sensitivity. But in contrast to mining ), environmentalists have been able to persuade consumers
and retailers to preferentially purchase products from sustainably managed forestsxl. They have
sought to do so by developing private certification programs which typically define the
environmental standards that firms must meet, by pressuring large buyers (such as do-it-yourself
stores) to buy only from certified sources, and by sensitising consumers as to the environmental
benefits of certified timber. That is, the key strategy of environmental groups has been to harness
the incentives of the market to promote the public interest.

Certification has had a relatively short history. It began in the early 1990s as a response to the
(perceived) failure of existing government policies and industry self-regulation to arrest the
continued degradation of the world's forests. The chief instigators of this approach were
environmental organisations, who believed that certification provided concerned consumers with
a direct say in forest sustainability issues and the power to impose an economic penalty on
unsustainably produced timber by boycotting it in the marketplace. As such, certification was
viewed as an effective way of circumventing reluctant government forestry agencies, which were
though to be too closely aligned to their industry "clients".

The most dramatic evidence of the power of private certification organisations in conjunction
with direct NGO pressure to bring direct pressure to bear and to threaten the social licence was,
according to Hoeberg:

the June 1998 decision of industry giant MacMillan Bloedel to abandon its long-
standing practice of clear-cutting in coastal British Columbia. In announcing the
decision, company president Tom Stephens clearly credited the certification
movement as an important motivation: “It reflects what our customers are telling us
about the need for certified products, but equally important it reflects changing
social values and new knowledge about forest ecology.” By Spring 1999, two other
BC companies had followed MacBlo’s (sic) lead.xli
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At the forefront of certification initiatives has been the World Wide Fund, which, together with a
number of other organisations, established the Forest Stewardship Council, the first, and still the
most well known, certification scheme.xlii As a precursor to certification, the Forest Stewardship
Council developed a set of sustainable forestry management principles and criteria. It then sought
to implement these through the accreditation of "approved" independent certifiers. However, this
was only the first step, and certification badly needed recognition from major supply chains if it
was to become effective in influencing markets.

A key breakthrough in this regard came in the United Kingdom with the formation of the 95+
Buyers Group. This group of forest product retailers and wholesalers represented nearly 25% of
the entire timber trade in the United Kingdom. In an agreement with the Forest Stewardship
Council, they agreed to commit themselves to the buying and selling of Forestry Stewardship
Council-endorsed forest products. This was arguably the single event that led to a more
mainstream acceptance of certification, or at least recognition that it was a genuine force to be
contended with.

Three important and related developments have subsequently transformed the certification
landscape.xliii First, as industry and government witnessed the gradual acceptance of sustainable
forestry management timber by a significant proportion of European, and to a lesser extent, North
American forest product retailers, they increasingly adopted a "if you can’t beat them, join them"
attitude. This led to the formation of numerous rival industry-based, or at least quasi-government,
certification schemes. For example, the American Forest and Paper Association established its
Sustainable Forestry Initiative, a self-regulatory approach to sustainable forestry management,
and the Canadian Standards Association, in close cooperation with the domestic Canadian forest
and paper industry, developed standards for a national certification scheme based on the
International Standards Organisation’s ISO 14001 environmental management system.
Consequently, there is now a proliferation of certification schemes internationally, with industry,
government and environmental schemes jockeying for prominence. Arguably, some of these
schemes have been conceived to weaken the hold of the Forest Stewardship Council or to confuse
the market place with the introduction of multiple rival schemes.

Second, the increasing commitments of retailers and others to purchase sustainably managed and
certified timber (for example, the largest hardware chain in the United States, Home Depot,
recently joined a Forest Stewardship Council buyers group) has focussed attention on one of the
most obvious shortcomings of existing certification schemes: an acute lack of certified timber
product. To date, only a very small minority of the global forests have been certified, under any
of the schemes, the vast majority being in Sweden, where industry cooperated with the Forest
Stewardship Council early on in the process. This shortage has led to a scramble by rival schemes
to bring on stream as quickly as possible sustainable forestry management certified forest. In
Canada, for example, more than 20 million hectares of forest is due to be certified in the very near
future under the Canadian Standards Association scheme Overall, as at 31 December 2000, the
amount of certified forests under the FSC scheme was 20,746,552 hectares. To give an indication
of the growth rate, in September 2000 a little over 17 million hectares of forest had been certified.
However, FSC certified timber is still a minority, representing only approximately 10% of
roundwood sold, even in the UK, where consumers have been particularly environmentally
sensitive.

Third, the rapid expansion of the number of certification schemes, of the number of retailers
willing to participate in them, and of the projected supply of certified timber, has led to
widespread and mainstream acceptance of the role of certification. Even some of the most
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previously vocal critics, have shifted their position substantially in this regard. With the gathering
momentum of certification, as Simula notes, "we have already passed the point of no return".

It should be noted however, that despite the increasing growth of certified forest across the world
the balance is still heavily towards forest in developed countries. For example, under FSC the
combined total of just two developed countries, Sweden (9,867,087 hectares) and the United
States (2,859,231 hectares), accounts for approximately 61% of total FSC certified forest. The
largest developing country participants are Poland (2,742,786 hectares), Bolivia (884,980
hectares), South Africa (828,128 hectares) and Brazil (665,558)xliv. This points to another feature
of the FSC scheme: although it is widespread, significant contributions (for example, greater than
half a million hectares) are made by only a limited number of countries (the above six plus the
United Kingdom with 958,320 hectares).

The PEFC is roughly on par with the FSC in terms of the total area of certified forest. However, it
is arguably even more concentrated in its geographical dispersion than the FSC. In fact, the
subsidiary Finish Forest Certification System (which carries the PEFC logo) dominates the PEFC
in comparative terms. As of late 2000, “ten of Finland's 13 Forestry Centre areas have received a
forest certificate under the FFCS (Finnish Forest Certification System) system. These forest
certificates issued by independent certification bodies cover over 19 million hectares of forest.”
Other major contributors to the PEFC scheme are Sweden and Norway.xlv

 .
Credibility is also closely related to the extent of external certification. Although a majority of
certification schemes have employed the use of independent third party certifiers, some have
advocated a form of self-assessment. Increasingly, however, independent third party certification
has become the norm. Even the industry-based Sustainable Forestry Initiative, which was
specifically designed to avoid external verification, has recently announced that it will
accommodate independent third party certification. The exceptions to this trend are the schemes
arising in some developing countries with a high degree of government involvement, where the
independence of certifiers remains uncertain. The major international certification schemes are
further described in Appendix 1.

Beyond this, the success of the programs are hard to evaluate. Meidinger’s recent conclusion is
that: “each of the programs has some potential for improving the environmental performance of
forest enterprises, but that only the FSC program offers much hope of strengthening the
protection of human rights and the participation of communities in forest management”xlvi.

Main Features of Certification Programs

•  the programs were all created by groups of self-selected standard setters with relatively low
levels of government and public involvement;

•  the standard setting organisations rely on decision-making based on formal constitutions and
procedural rules, and organizational control based on contracts and auditing mechanisms;

•  programs seek to aggrandize the organizational capacities of the regulated entities, by
attempting to commit elements of firms’ management systems to program goals and by
monitoring the workings of the management systems

•  they rely heavily on the production, analysis and monitoring of information and share an
implicit commitment to the proposition that improved information will lead both to
organizational learning and improved control of organizational impacts on the environment;
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 It should also be noted that different schemes have very different ‘ownership’ arrangements and
support bases. For example, some schemes are driven largely by environmental organisations,
although the largest of these, the Forest Stewardship Council, includes some retailers and industry
among its membership. Other schemes originate from national governments, while still others
have non-government and industry organisations driving their implementation. Finally, some
schemes engage a combination of these parties in a joint effort.
 Source E Meidinger: “’Private’ Environmental Regulation, Human Rights, and Community,
Buffalo Environmental Law Journal, 132, 1999.
 

Whether any of the schemes have any influence over the biggest lawbreaking international
forestry companies, is a moot point. It was pointed out earlier that there is already a shortage of
certified timber and there remain many significant markets, most notably in Japan and other parts
of Asia, which do not require certification. According to a (initially suppressed, and now much
revised) World Wildlife Fund report, the worst forest products companies are from Asia, not from
North America.xlvii The same report suggests that corruption in some developing countries is
allowing Asian logging firms to “bribe their way into clear cutting protected forests, national
parks, and conservation zones”.xlviii Even an optimistic assessment must concede that beyond
progressive European (and to a lesser extent, North American) markets, the current capacity of
certification to foster sustainable forest management practices by public shaming and consumer
preferences is limited, leaving the worst forest operations with the option of directing their
products to less discriminating markets and consumers in Asia.

In essence then, the limitations of certification as it currently operates are that its impact is
“largely limited to forests whose timber enters international trade and, especially, to forests
whose wood is destined for environmentally sensitive markets in Western Europe and North
America.”xlix Even in these regions, though, demand for FSC products is by no means uniform,
with the ‘do it yourself’ stores, which represent a minority of the total market, well ahead of other
sectorsl. Moreover, it is arguable that most of the companies that have obtained certification, were
already well advanced in their forest management practices, and that while certification may have
assisted these companies in maintaining or expanding their markets, it has not reduced the gap
between the ‘good’ and the ‘bad’ companies, and acted as a significant brake on the destructive
activities of the worst companies which are not exporting to environmentally sensitive markets.

However, in the future, as certification gains further momentum in the marketplace, the premium
price that the market is arguably ready to pay for certified forest productsli may act as an incentive
for more companies (including bad performers) to adopt sustainable forestry practices and to
achieve certificationlii. There may also be a broader range of attractions to forest products
companies in gaining certification, identified by the WWF as follows:
− benefits of quality, productivity and the right to operate, including assurance of a long term

supply of timber because forests do not become exhausted and lose their productive capacity;
− benefits from  better markets share, sales and prices;
− benefits to company reputation with consumers, employees and local countries; and
− reduction of risk resulting in companies enjoying  lower costs of capital and insuranceliii.

Certainly, there is a general consensus that certification has already gained a critical mass in
many developed economy markets, and to the extent that a premium exists, or the broader
benefits identified above, companies choosing to sell in these markets ignore certification at their
economic peril. However, there is little sign of Asian markets (in particular Japan) responding in
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a similar fashion, and short-termism and environmentally destructive practices remain, at least for
the moment, the order of the day. And even in developed markets, it remains to be seen to what
extent serious distortions under certification can be avoidedliv. For example, there remains
particular concern regarding the disturbing practice of converting natural forest to plantation
forest and then subsequently receiving certification.

CONTRASTING FSC CERTIFICATION AND RESPONSIBLE CARE
Design Features Forest Stewardship Council

Certification
Responsible Care

Participatory Approach to
Program Design and
Implementation

■ ●

Transparency of Design and
Operation ● ■

Specified Performance Goals
■ ●

Rewards or Consequences
Based on Performance ● ▲

Encourage Flexibility and
Innovation ▲ ■

Prescribed Monitoring and
Reporting Requirements ■ ●

Provision for Verification of
Performance ■ ●

Encourage Continual
Improvement ▲ ■

■  Essential component of the program

●  In place

▲ Minor component or not included in the program

Source: Tommorrow, November/December 1998

Generic Industry codes

The same lack of reach and penetration to influence corporations who see a continuing
commercial advantage in what is commonly described as ‘environmental rape and pillage’ is
equally the case with regard to the broader social or environmental charters, which seek to
encourage higher standards of corporate environmental performance across industry as a whole.
These codes have been influential in shaping the environmental behaviour of at least some
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leading and reputation sensitive North American and European corporations. For example,
approximately 2000 companies have signed the International Chamber of Commerce’s business
charter for sustainable development and over 120 of these have become active participants in the
World Business Council for Sustainable Development.

The Coalition of Environmentally Responsible Economies (CERES), which brings together a
number of major US environment groups and various socially responsible investors and public
pension funds, has also played a leading role, particularly through the design and promulgation of
the CERES principles. These ten principles cover the protection of the biosphere, sustainable use
of resources, disposal of wastes, energy conservation, risk reduction, safe products and services
and environmental restoration, and issues of public information, management commitment, and
audits and reports. There is considerable emphasis on monitoring, implementation and reporting
on progress.

Also of future significance may be the recently revised set of OECD Guidelines for Multinational
Enterprises. These are non-binding recommendations to enterprises, whose aim is to help MNEs
operate in harmony with government policies and societal expectations, by providing guidance on
appropriate business conduct across the full range of MNE activities. The recent review has both
extended the areas of coverage to include matters such as human rights and consumer protection,
and extended existing coverage in areas such as environment. However, the environmental issues
that have been built in are still relatively modest. Even so, the OECD Guidelines may be regarded
as a supplement to more detailed codes of conduct and may ultimately come to “serve as an
independent benchmark of the state-of-the art thereby helping to harmonise objectives among
government, business, labour and other stakeholders.”lv. Their non-mandatory nature remains a
matter of continuing concern to NGOs.lvi

The Guidelines also have significance because, exceptionally, they have been endorsed by all 30
OECD member governments as well as three non-members and are regarded as part of a package
of international investment instruments that seek to clarify the rights and responsibilities of both
governments and enterprises. Each of the adhering countries has agreed to promote the
Guidelines among enterprises operating "in or from its territory" and must set up "national contact
points" charged with carrying out this function. The National Contact Point(NCP) -- often a
government office -- is responsible for encouraging observance of the Guidelines in its national
context and for ensuring that the Guidelines are well known and understood by the national
business community and by other interested parties. When issues arise concerning
implementation of the Guidelines in relation to specific instances of business conduct, the NCP is
expected to help resolve them. Generally, issues are dealt with by the NCP in whose country the
issue has arisen.

Broader Lessons regarding Voluntary Initiatives

What are the broader lessons we have so far learned about the design and appropriateness of
voluntary instruments as a policy mechanism?lvii This issue can be dealt with under two headings,
addressing two discrete questions. First, what internal characteristics are most likely to make
voluntary initiatives effective? Second, how can voluntary initiatives be linked with other policy
instruments or external pressures in order to increase their effectiveness?
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Internal design features

Our limited experience with voluntary initiatives suggests the importance of structuring them in
ways which maximise their chance of success. Here, a number of features can be identified as of
particular importancelviii.

Environmental targets

Not all voluntary initiatives involve clearly defined targets, indeed most do not. The case for
more generalised agreements is often that concrete targets are impossible to achieve in the early
stages and that it is better for participants to feel their way, rather than resisting (and perhaps
refusing to enter) an agreement which might commit them to non-attainable targets, or ones
which, in retrospect, it is uneconomic to achieve. Far better, in these circumstances, to at least
begin with good faith obligations of a general nature and process based obligations (for example
in terms of developing and implementing an environmental management system). However, in
the case of mature agreements, and those capable of lending themselves to specific quantifiable
targets, the adoption of such targets is highly desirable. Without them, there is the risk that the
initiative may become vacuous, degenerate into “greenwash”, and lose credibility

 Accountability and Transparency

Those who are held accountable under an agreement know they must explain and justify any
questionable actions. This tends to both discipline and constrain decision-making. But how can
accountability best be achieved? One of the principal mechanisms by which accountability can be
fostered is transparency. Arguably the first step towards transparency is the public announcement
of the principles and practices that participants accept as a basis for evaluating and criticising
their performance. When first promulgated these norms are often stated in very general terms, but
can later be refined into detailed codes of management practice. The important point here is how
a participant, by clarifying the standards it sets for itself, including performance indicators and
implementation timetables, also provides more precisely defined measures for evaluating and
criticising its performance. With increasing transparency, in short, accountability is more readily
maintainedlix.

The next critical step towards achieving transparency is the development of an information
system for collecting data on the progress of implementing the agreement. The process usually
divides into two parts: (i) reporting and data collection and (ii) collation and analysis of data.
Reporting requirements usually adopt some form of self-reporting. An obvious problem this
raises is why would an enterprise report information fully or accurately if it reflects poorly on its
performance. And what about enterprises that are unwilling or unable to respond fully to often
cumbersome reporting requirements? This brings us to verification and monitoring.

Monitoring and Verification

The third and final step in achieving transparency - monitoring performance - also seems to be the
most demanding and controversial. What makes it so are several thorny questions: How will the
monitoring be structured? How will it be financed? Who will do the monitoring? This prompts a
more general question. In view of all the effort, resources, and controversy surrounding the
creation and maintenance of a monitoring system, what might motivate an industry participant to
take such a step? At least part of the answer is that claims made by a company may lack
credibility. And from this credibility gap follows the need for some kind of independent
confirmation of the industry's claims, by checking their accuracy, by monitoring the actual
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performance of partner companies, and so on. In other words, the environmental improvement
targets set under the voluntary initiative may require the incorporation of a workable set of
performance indicators. Again, these may take the form of quantifiable or qualitative
measurements. In either case, it is arguably that they should be determined in advance of the
scheme’s operation, preferably in conjunction with the target setting process.

But monitoring alone will not necessarily overcome the credibility gap, if the industry participant
is still measuring its own performance. In many circumstances, but certainly not alllx, independent
verification will also be necessary. This is often painful. Opponents of verification highlight the
risk independent audits pose to business autonomy, the confidentiality of trade secrets, as well as
the danger that verification results could make them increasingly vulnerable to regulators,
environmentalists, and litigation. Yet, despite these and other concerns, the development of an
independent verification capability is often of fundamental importance to the long term viability
of a voluntary initiative. Only then, for example, are community groups, NGOs, or even
government agencies, likely to be convinced of the value of the arrangement. Suppliers and other
commercial third parties will also want reassurance which can be provided, at least in part, by
subjecting the measuring/monitoring/auditing arrangements to outside scrutiny. Certainly the
verification process could be conducted in-house (for example by an “arms-length” audit team)
but the closer the verifier is to the industry partner, the lower the credibility of their findings.
Thus third party audits provide far greater reassurance to outsiders than internal auditslxi.

Environmental initiatives which include independent verification have a greater chance of success
for two reasons. First, it builds in credibility and community/consumer confidence that the
environmental claims are actually being delivered. This is important if industry intends to obtain
a financial benefit from its environmental activities, even if this is not their primary motivation.
For example, the consumers of environmentally preferred products require reassurance of the
product’s bona fides. Independent verification is far more likely to provide this than in-house
verification. Second, knowing that the results of the environmental improvement activities will be
periodically subject to external assessment provides an ongoing incentive for companies to
deliver on their commitments (which brings us back to accountability).

Voluntary Initiatives and Environmental Management Systems

There is a striking similarity between the substantial majority of the factors identified above, as
key features of successful voluntary approaches, and the central ingredients of environmental
management systems. Such systems follow a defined sequence of steps which provide a structure
for planning, implementation, reviewing and revising a system to address those parts of an
enterprise's operations that can have an impact on the environment. In the case of ISO 14001, the
further aim is to provide an international standard and a common (global) approach to
environmental management and the measurement of environmental performance.

To meet the ISO 14001 standard, an enterprise must have a coherent framework for setting and
reviewing environmental objectives, for assigning responsibility to achieve these objectives, and
for regularly measuring progress towards them. It must also have appropriate management
structures, employee training, and a system for responding to and correcting problems as they
occur or are discovered. This implies documentation control, management system auditing,
operational control, control of records, management policies, statistical techniques and corrective
and preventive action.

However, while identifying environmental targets, performance monitoring, measuring and
verification are all central to ISO 14001, third party audits and transparency (also identified above
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as key features of environmental partnerships) are not. These omissions have resulted in
substantial criticism of the standard by NGOs and may well be addressed in the currently
contemplated revisions of the standard. However there is nothing in ISO 14001 that precludes
greater transparency and third party verification and these elements can readily be incorporated
by those who wish to do so. External pressures (eg public opinion, or pressure from trading
partners) rather than ISO itself, will determine whether enterprises opt for such transparency of
verification. If the experience of the quality standard ISO 9000 is repeated, then supply-chain
pressure (as large companies, and multi-nationals in particular, require their suppliers to enter into
contractual agreements committing themselves to and become certified to the standard) may
prove the most important determinant of companies seeking external certification, while NGO
and community pressure may lead to greater transparency.

Finally, the most fundamental weakness of ISO 14001 as a stand alone basis for a code of
practice is that, as indicated above, it is a process standard not an outcome standard. This is not an
argument against ISO 14001 per se, but rather an argument for coupling ISO with agreed
performance standards for the reasons set out in the section on environmental targets above. As
Adams put it: “continuous measurable improvement in actual environmental outcomes is
increasingly recognised as necessary to gain the trust of stakeholders…these efforts will be more
successful the more the stakeholders ar engaged in the process of setting, monitoring and
continually improving the performance objectives. External verification is a crucial factor in
making these voluntary efforts more credible and reliable”lxii.

Do voluntary initiatives need to be combined with other policy instruments and external
pressures?
 
Voluntary initiatives, such as the sorts of codes of practice contemplated by the mining industry,
to the extent that they are viable, have the considerable advantages of providing greater flexibility
to enterprises in their response, greater ownership of solutions which they are directly involved in
creating, less resistance, greater legitimacy, greater speed of decision making, sensitivity to
market circumstances and lower costs. However, from a public policy perspective, such
initiatives should only be preferred to the extent that they are demonstrably capable of delivering
the identified environmental outcomes and achieving compliance on the part of target groupslxiii.

As with other instruments, voluntary initiatives work better in some circumstances than in others,
and not all industries lend themselves to such initiatives through industry associations. A review
of the literature relating to voluntary initiativeslxiv and industry self-regulationlxv. suggests that
necessary (but as we will see, certainly not sufficient) conditions for the success of such
initiatives are either: (1) a strong natural coincidence between the public and private interest in
establishing such agreements or; (2) the existence of one or more external pressures sufficient to
create such a coincidence of interest.

Circumstances where there is a natural and substantial coincidence between the private interests
of individual enterprises and the public interest are often referred to as "win-win". While such
“win-win” opportunities do exist in some industry sectors and for some companieslxvi, they are
often insufficient to prompt voluntary action, and are frequently overwhelmed by circumstances
where no such self-interest exists. For example, in relation to forestry, while limited win win
options may exist, the fundamental fact is that clear felling remains by far the most economic
option, and it is highly unlikely that sufficient self-interest exists to replace it with less
environmentally damaging forest practices.
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The second situation which is conducive to voluntary initiatives and self-regulation is where there
are sufficient external pressures on enterprises or industry associations as to give them an
incentive to make such initiatives work. Those pressures might come from a variety of sources,
and include the threat (actual or implied) of direct government intervention, broader concerns to
maintain credibility and legitimacy (and through this, commercial advantage), and the market
itself. The likelihood of self-regulation and voluntary initiatives functioning successfully will
necessarily vary with the strength of these pressures. In the case of FDI involving the mining and
forestry sectors, at least in developing countries, market and legitimacy concerns will be far more
important than the possibility of direct regulation.

Probably the circumstances most conducive to voluntarism are those where an industry, or at least
industry leaders, perceive the future prosperity and perhaps even the very survival of the industry,
as dependent upon some form of self-control. The mining and forest products industries both fit
within this category.

In the case of forestry, we have seen that market pressures are particularly potent in persuading
the industry that voluntary approaches (via accreditation) are both desirable and necessary to the
industry’s long term prosperity and survival. For example, in Canada, the development of a
Sustainable Forestry Management system through the Canadian Standards Association, and the
comparable USA initiative, were motivated by the threat of a European consumer boycott of
Canadian forestry products. The closer the industry participant is to the final consumer goods, the
greater the market pressures are likely to be.

However, even where the industry is not directly connected with the consumer and is not
purchasing directly from it, public pressure may still be crucially important provided the public
concern is deeply felt. This is the situation in the case of the mining industry, where we have
argued that the fear of losing the “social license to operate” is particularly strong.

Moving beyond the specifics of these two industries, the effectiveness of external pressures
brought to bear by consumers or the broader public, will necessarily "vary depending on the type
of product, the type of market (eg the number of players, their size, import/domestic
considerations, stability), the extent of public concern or "outrage", and whether there is some
natural affinity between consumer and industry interests".lxvii Of course, where a combination of
various external forces can be brought to bear, then the chances of successful self-regulation are
likely to be higher than otherwise. Success is most likely where there are: a small number of firms
in each sector; domination of each sector by large firms; sectoral associations able to negotiate on
behalf of their members; and a sympathetic business culture. Beyond this, there are a range of
further problems common to many attempts to develop collective voluntary initiatives which will
be further examined below.

Dealing with Free-riders

As indicated above, the existence of external pressures, (or a substantial coincidence between
public and private interests in collective action), are necessary but not sufficient conditions for the
success of voluntary initiatives and self-regulation. A range of other factors will also be crucial to
the ultimate success of such initiatives.

Of these, perhaps the most crucial is the ability to stop free riding. Free riding is a form of
collective action problem identified by Mancur Olson and others. The essential problem is that
although each individual enterprise may benefit from collective action if other enterprises also
participate, (as when all agree to participate in a voluntary initiative which will enhance the
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reputation and competitive position of the entire industry), each will benefit even if it does not
participate, provided that others do.lxviii It is rational therefore, for individual enterprises to "free
ride"; to defect or engage only in token compliance, in effect seeking to benefit from the
collective scheme without paying, or by imposing costs on others without compensation.

For present purposes, there are two main versions of the free rider problem. In the first, all parties
agree to the terms and conditions of self-regulation, but some merely feign compliance. For
example, a self-regulatory program addressed to environmental protection such as the Australian
Minerals Council’s code of practice, confronts the problem that some participants will be tempted
to take advantage of the willingness of other firms to spend on cleaning up the environment,
while refraining from doing so themselves as a matter of rational, economic self-interest.

A second version of free riding occurs where a part of the relevant industry simply refuses to sign
on to the self-regulatory scheme. For example, 80% of the industry may agree to comply with a
code of practice, but 20% may simply refuse to sign on and still get the benefits of collective
action by their competitors. If so, a failure to address the misconduct of the latter (which since
they are outside of the code, is beyond the scope of the self regulatory scheme) will almost
certainly result in the failure of the code. This is because those who sign the code cannot afford to
be put at a competitive disadvantage as against those who do not. Significantly, Esmeralda, the
Australian mining company responsible for the disastrous Baia Mare cyanide disaster in
Romania, was not a signatory to the relevant industry code and cannot be sanctioned under it.
However, for reasons indicated below, this second problem, while fundamental to the mining
industry code, is not significant in relation to accreditation schemes such as in forestry.

In the first version, where all, or almost all, firms agree to participate then in at least some
circumstances, free riding may be capable of being contained through mechanisms such as peer
group pressure, shaming, or more formal sanctions. A crucial consideration will be the number of
players involved. As Olson and others have pointed out, the greater the number of players, the
greater the temptations and opportunities to cheat, and the greater the difficulties in identifying
and controlling those who do. There is also greater difficulty in reaching and maintaining
consensus with a large number of players (Purchase 1996:16).

Even where there are reasonably few players, success in curbing free riding is by no means
assured. Rather, it will be influenced by a number of other factors. For example, it has been
argued that the ability to control free riding increases as:

•  enterprises are aware of each others' behaviour and can detect non-compliance;
•  they have a history of effective cooperative action (eg an existing association);
•  non-compliant behaviour can be punished; and
•  consumers, customers or other clients value compliant behaviour and can identify compliant

firms (with the result that free riders can be controlled by markets, particularly where these
are driven by consumer demand).lxix

While it would be premature to judge the success of the Australian Minerals Industry code of
practice in terms of its success in avoiding free riding, the experience with the closely related
Responsible Care initiative, is not encouraging. Recent studies cited above suggest that free-
riding is rampant. The problem may be less severe under third party accreditation schemes, where
at least in principle, the independence of the third party auditors or accreditors should facilitate
the identification of non-compliers who can be punished through withdrawal of accreditation.
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In the second situation above, where a significant number of players refuse to join the self-
regulatory program, and cannot be induced to do so by threats or incentives provided by other
players, then self-regulation in relation to programs such as the mining industry code and
Responsible Care, can only work if government intervenes directly curb the activities of non
participants. While this may be viable in the circumstances of many developed countries, it is
rarely a credible option in the circumstances of FDI and developing countries (see further next
section below).

However, this is not a significant problem in relation to certification schemes such as the Forest
Stewardship Council, because certification labels allow a clear differentiation between
participants and non-participants. Indeed, while the social license to operate requires that the
sector as a whole aspires to certain minimum standards, capturing a (supposed) price premium is
only possible as long as there are other outsiders.

Collective action problems such as free riding are most likely to be overcome where the common
interests of the group members is particularly strong (for example, where there is a "community
of fate" whereby the fortunes of any one company are tied to the fortunes of the industry as a
whole, as described above).

Given the serious problems of free riding, a prerequisite for successful collective voluntary
initiatives will be effective monitoring and enforcement. Without it, free rider problems in
relation to self-regulatory codes such as the mining industry, may be insurmountable, for reasons
described above. We have seen that the range of enforcement mechanisms that might potentially
be invoked is quite broad. At the lower levels it could include education, incentives (eg under
Responsible Care, the sharing of information) and peer pressure (eg Responsible Care leadership
committees). At the higher levels, sanctions might include removal of benefits (eg the right to use
the industry logo), a requirement of public disclosure of breaches (making the perpetrator
vulnerable to adverse publicity), or the taking of remedial measures (product recall, reparation of
environmental damage). Breach of terms of a self-regulatory program might also be construed as
breach of contract, making a defecting enterprise liable in damages to the relevant self regulatory
body.

The ultimate sanction is often expulsion from the association, compliance being made a condition
of membership. The impact of this will vary from case to case. Where an enterprise cannot
effectively trade without industry membership it may be potent indeed, though in these
circumstances serious concerns may be raised about restrictive trade practices and contravention
of any relevant anti-trust laws. Where expulsion will have little direct impact, associations will be
reluctant to invoke it for fear of revealing their ultimate lack of regulatory clout. It is at this point
that most collective voluntary initiatives are vulnerable to failure. Lacking ultimate capacity to
invoke sanctions at the tip of an "enforcement pyramid" (Ayres & Braithwaite 1992) the
credibility of sanctions at lower levels also weakened. This is a major reason why "pure"
voluntarism is rarely successful, and why there is a compelling need, even with many of the best
of self-regulatory programs, to complement self-regulation with some form of government or
third party involvement. We explore this issue further in the next section below.

The Role Of The State and Third Parties

How can public policy best be designed, in order to take advantage of the strengths and virtues of
collective voluntary approaches and industry self-regulationlxx, while compensating for its
weaknesses as a stand alone mechanism? This implies an underpinning of state intervention
sufficient to ensure that it does operate in the public interest, that it is effective in achieving its
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purported social and economic goals and has credibility in the eyes of the public or its intended
audience. As we have indicated, precisely what form of state intervention will provide the most
appropriate underpinning, and indeed the extent to which such an underpinning is necessary, is
likely to vary with the particular circumstances of the case. In this respect too, the circumstances
of mining and forestry are quite distinct. Unfortunately, there are no magic bullets or universally
appropriate prescriptions. However, it is at least possible to identify some of the most commonly
important variables, and to illustrate by example, how co-regulation might operate to optimal
effect in particular circumstances.

In the case of codes of practice along the model of the mining industry or Responsible Care, ,
collective voluntary initiatives should ideally operate in the shadow of rules and sanctions
provided by the general law, for it is these which are the most obvious and visible (but not the
only) means of giving regulatees the incentive to comply with the self-regulatory program.
Certainly, there is considerable evidence from a variety of jurisdictions, that it is largely fear of
government regulation that drives the large majority of self regulatory initiatives, and it seems
unlikely that they will perform well, in the absence of continuing government oversight and the
threat of direct interventionlxxi. However, in the context of FDI in developing countries, the law is
rarely a credible and effective policy tool, and environmental regulators are usually vastly under-
resourced and sometimes vulnerable to capture and possibly corruption. Accordingly we must
look elsewhere for means to bolster the effectiveness of voluntary initiatives.

Ideally, this might involve other forms of regulation. As Zarsky has pointed out: “without
obviating the need for local regulation, there is a great need for an overarching global framework
to define – and raise – the environmental responsibilities of foreign investors. Only by setting
common responsibilities for all transnational investors will policymakers escape the competitive
race for FDI which keeps environmental commitments ‘stuck in the mud’”.lxxii However, it is also
recognised that there has been little political will by governments for global and/or regional social
regulation of investment, and for the moment one must look elsewhere for external controls on
corporate behaviourlxxiii.

Conceivably, individual countries might choose to go it alone, and impose “long arm” legislation
whose reach extended internationally to companies registered in that country. For example,
Australia already has such statutes relating to sex tourism and bribery, and as Bill Dee points out:
“the addition of environmental legislation applying to Australian mining companies operating
abroad would not be unprecedented”. A private members bill (the “Corporate Code of Conduct
Bill”) is currently before the Australian parliament seeking to impose standards of conduct on
Australian corporations undertaking business activities and employing more than 100 people in a
foreign country. However, such legislation is unlikely to be implemented, not least because of the
fear that any country doing so would be creating incentives for powerful corporations to relocate
elsewhere, taking much of their capital with themlxxiv.

Sometimes, there may also be a possibility of harnessing third parties to act as surrogate
regulators; monitoring or policing the code as a complement or alternative to government
involvement. Indeed, it is arguable that self-regulation is rarely effective without such
involvement. Thus Webb, summarising the experience of the 1996 Canadian Symposium of
Voluntary Codes, concludes:

Meaningful involvement by consumer and other public interest groups is often what
sets apart the successful codes from those which have received less support from
government and the general public. At a time when citizens are better informed ,
more demanding and more sceptical of so-called "elites" (government, industry, the
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academic and scientific communities etc) it is difficult to imagine a situation where a
voluntary arrangement could succeed without meaningful community, consumer
and/or other third party involvement.lxxv

The most obvious third parties with an interest in playing this role are sectoral interest groups
such as consumers, trade unions or NGOs generally. This contribution may be through their direct
involvement in administration of the code itself (in which case it has greater credibility as a
genuinely self regulatory scheme) or in their capacity as potential victims of code malpractice, to
boycott firms that breach the self-regulatory program.In the case of the mining industry, public
pressure, fuelled by NGOs, and fear of losing the “social license to operate” are driving forces
which provide incentives to the industry to develop and implement voluntary codes..

Sometimes the role of third parties and government intervention can be combined. For example,
in Indonesia, the government has had considerable success with its PROPER-PROKASIH
program which assigns companies a ranking according to their performance and the information
is then made publicly available. Firms are assigned to a colour category so that poor performers
are easily recognised and stigmatised by the public and by environmental NGOs. According to
the World Bank, many facilities have reduced their emissions despite the lack of an effective
general enforcement program, because of the powerful “shaming” impact of the PROPER
program. Indeed, in this instance PROPER has done more to exploit the sensitivity of companies
about losing their social licence than voluntarism.

The circumstances of forestry certification require a somewhat different analysis. Here, as we
have indicated, the main driver is market pressure/demand which enables certification to provide
an economic incentive for improved environmental performance. The need for state involvement
is accordingly much less because the main impetus comes from requirements in export markets
which are independent to a great extent from local conditions. Put differently, since the potential
success of forest certification rests on the role of NGOs in developing independent third party
accreditation schemes in conjunction with consumer pressure and the role of buyers groups, the
relative incapacity of developing countries to provide credible regulation, is far less important
than in the case of the mining codes.

Finally, the importance of utilising a broader regulatory mix cannot be over-emphasised. Often,
the best solution is to design complementary combinations using a number of different
instruments, thus: self-regulation; government regulation; and third party oversight may be
capable of being combined in complementary combinations that work better than any one or even
two of these instruments acting together.

For example, in the case of the chemical industry's Responsible Care program, even though the
industry as a whole has a self interest in improving its environmental performance, collective
action problems and the temptation to free ride mean that self-regulation and its related codes of
practice alone, will be insufficient to achieve that goal. However, a tripartite approach, involving
co-regulation and a range of third party oversight mechanisms, may arguably be a viable option
(Gunningham 1995). This might involve; creating greater transparency (through a community
right-to-know about chemical emissions), which in turn enables the community to act as a more
effective countervailing force; greater accountability (through the introduction of independent
third party audits which identify whether code participants are living up to their commitments
under the code, and which involve methodologies for checking and verifying that responsibilities
are being met); and through an underpinning of government regulation which, in the case of
companies which are part of the scheme, need only "kick in" to the extent that the code itself is
failing or when individual companies seek to defect from their obligations under it and free ride.
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Conclusion

To summarise, voluntary initiatives are unlikely to make a substantial contribution to improved
corporate environmental performance as a ‘stand alone’ policy instrument. The evidence suggests
that sole reliance on voluntary initiatives has generally proved insufficient to achieve an
acceptable level of industry-wide compliance. For example, a KPMG Ethics survey of 1000
corporations found that 58% of those who said they had a code did not have anyone designated to
be responsible for ethics within the company. Again, a Canadian survey concluded that industrial
sectors relying solely on self monitoring or voluntary compliance had a compliance rate of 60%
versus the 94% average compliance rating for industries subject to federal regulations combined
with a consistent inspection programlxxvi

It is when such agreements are used in conjunction with state or third party oversight, or as a
form of co-regulation, that their prospects are somewhat more promising. Yet ironically, as
Harrison has pointed out:

The growing popularity of voluntary initiatives…threatens, in some cases, the
fundamental function of the state in setting public policy objectives in the first place,
even if it means to achieve them is left to industry. As it now stands, as business is
being given increasing flexibility, even to set its own objectives and grade its own
performance in the case of many environmental management systems, the role of
both government and other non-government actors is being curtailed by the move to
voluntarism. Given that the business community is the last place many would look
for altruism, that represents a significant leap of faith”.lxxvii

The problems of the retreat of the state are exacerbated in the case of FDI in developing
countries, where the capacity of the state to curb corporate environmental excesses was never
strong and is now being rapidly outpaced by the growth of FDI and the severity of environmental
problems such countries face. In these circumstances, voluntary initiatives would seem to be a far
less than ideal policy approach. But then on the other hand, there are very few credible
alternatives. Certainly we should not  hold our breath waiting for effective environmental
regulation in developing countries or for the establishment of a global regulatory regime. For as a
WWF report has pointed out: “poorly structured concessions effectively subsidise forest product
companies and weaken forestry departments. Corruption and influence at the national level mean
that environmental regulations are flouted. International government attempts to protect forests
have been largely unsuccessful, and even though an international convention on forestry may yet
be signed, environmental experts have little hope that it will reverse the large scale environmental
problems of forests”lxxviii.

In these circumstances, however imperfect, voluntary initiatives must be strengthened by
coupling them with external pressures and oversight. This can take a number of different forms.
Third party accreditation and certification in the forest products industry is one such form,
although its impact may ultimately be diluted (arguably deliberately) by the proliferation of
different schemes which may serve to confuse the consumer and debase the credibility of the
entire certification approach.

In the case of the mining industry, the capacity for corporate shaming, the importance of
reputation capital and protecting the social license to operate (because what a company does in
any location and with any stakeholder, will contribute to the company’s reputation worldwide)
may be the points of vulnerability which give the necessary incentive to large mining companies
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to take a code of practice seriously and in the longer term, to pressure their peers to take it equally
seriously. In this exercise, governments can help, if not by direct regulation, then by initiatives
which provide environmental information and rankings and which facilitate corporate shaming
such as the PROPER scheme in Indonesia.

Even here, those (often smaller) companies which do not have a corporate brand or reputation to
protect, and those who operate from countries which do not take environmental responsibilities
seriously and are insensitive to the particular means by which corporations maximise their profits,
will pose intractable problems. The recent practices of some Asian forest products corporations is
a graphic case in point.  We are still far from having a viable solution to the environmental
excesses of some components of corporate capital in a globalised economy.
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Appendix 1 – Major international certification schemes.

(source P Kanowski, D Sinclair, B Freeman and S Bass “Critical elements for the assessment of
forest management certification schemes: Establishing comparability and equivalence
amongst schemes”, Department of Agriculture, Fisheries and Forestry – Australia, 2000)

Forest Stewardship Council

The Forest Stewardship Council is the most prominent certification scheme internationally, in
terms of its market penetration and level of consumer awareness and, until recently, area of forest
coverage (see Pan European Forest Certification below). It originated in the early 1990s in the
United Kingdom where the World Wide Fund for Nature obtained the support of number of
timber traders to purchase preferentially sustainably managed forest products that had been
certified. By late 1999, approximately 17 million hectares of forest had been certified worldwide
under the Forestry Stewardship Council scheme. The vast majority of this occurred in Sweden,
Poland and the United States.

ISO Environmental Management Systems —  14001

ISO 14001 is an environmental management system developed by the International Organization
for Standardization in 1996. ISO 14001 (and its European equivalent, the Environmental
Management and Audit Standard) provides a framework for organisations to identify, evaluate
and manage their environmental risks, enabling them to take a systematic and integrated approach
to environmental management. Under ISO 14001, organisations introduce policies, objectives,
programs, measurement and assessment methodologies to achieve continuous environmental
improvement. ISO 14001 has become an important policy tool for organisation management, and
increasingly, is being viewed as a basic requirement of commercial relationships, particularly
international trade. ISO 14001 is not, however, a forestry certification scheme.

It differs from forestry certification schemes in two critical ways. First, it cannot be used as a
product standard or logo (in other words it is conferred on organisations, not their products).
Second, it is inherently generic (meaning that it applies to all sectors, not just forestry). It has,
however, been used as the basic foundation of many forestry certification schemes. A number of
companies have used ISO 14001 certification as a learning/capacity development exercise prior to
Forest Stewardship Council or CSA certification. It is interesting to note that ISO 14001 has
required a major shift in the operations the International Standards Organisation. In the past it has
attracted criticism on the basis that its structure favoured industry interests. With the development
of ISO 14001, however, it has had to accommodate a much broader range of stakeholder interests
and issues.

Canadian Standards Association

The Canadian Standards Association certification scheme began in 1994 with the support of the
Canadian forest product industry and government forest agencies. The principles and criteria used
are based essentially on ISO 14001. They do, however, incorporate additional performance
standards relevant to environmental, economic and social issues. The scheme has a number of
innovations over the conventional ISO 14001 approach, including compulsory third party
certification, measurable improvements, local public input, and economic and social objectives.
The scheme is, however, confined to forest certification and does not include chain-of-custody
certification associated with individual products. The area of forest certified under the CSA
scheme is still comparatively small, but large areas are anticipated in the near future.
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Sustainable Forestry Initiative (AF&PA)

This scheme was established by the American Forest and Paper Association in 1994, and is
essentially a comprehensive set of industry-based guidelines, principles and performance
measurements for the sustainable management of forests. Sustainability in this context is
expressed in terms of both economic sustainability and the preservation of non-economic values
such as species habitat, biological diversity, soil, water and air quality, and visual aesthetics. The
scheme is an attempt to ‘self-regulate’ sustainable forestry management, in particular, to harness
commercial relationships between enterprises. For example, pulp and paper companies are
encouraged to exercise discrimination when purchasing timber from loggers to ensure that
sustainable forestry management is supported along the supply chain. More recently, a voluntary
verification process was added to the SFI program whereby member companies can apply a
rigorous and consistent verification approach to document their conformance to the SFI Standard.
The SFI program has 24 million hectares enrolled, including 133 member companies.

Another important US-based certification scheme is the Green Tag Forestry Program. This
program was developed by the National Forestry Association in cooperation with the National
Woodland Owners Association and in consultation with individual members of the Society of
Consulting Foresters. The certification criteria are based on the procedures of the Forest
Stewardship Council. Certification involves an on-site evaluation of the management plan by a
‘Green Tag participating forester’ or a team of resource specialists. The management of the forest
must be consistent with performance criteria in 10 categories of forest stewardship. Certification
provides the right to label products from the certified forest(s) with the Green Tag label. Like SFI,
the Green Tag Forestry Program provides for both industrial and non-industrial forest owners.

United Kingdom Woodland Assurance Scheme

The United Kingdom Forestry Commission established the UK Woodland Assurance Scheme in
1999, specifically for small, non-industrial woodland owners. The scheme was developed with
broad participation of all sectors including industry, forest owners, non-governmental
organisations, government and standards experts (it has the support of the Timber Growers
Association, the World Wide Fund for Nature and the Forestry Stewardship Council). It is a
voluntary scheme that uses independent assessment of sustainable forest management practices.
Individual or group certification is allowed. An interesting feature of the United Kingdom
Woodland Assurance Scheme is that it is designed to be compatible with both governmental
national forestry standards and the Forestry Stewardship Council's national standard for the
United Kingdom.

Pan European Forest Certification

The Pan European Forest Certification scheme aims to accredit national-based certification
schemes in Europe. It is based on the Pan European inter-governmental Helsinki C&I for
sustainable forest management, and provides for a common label that will be recognised
throughout Europe. In effect, it is form of mutual recognition. A large part of the impetus for Pan
European Forest Certification formulation was the concern by smaller European growers that the
Forest Stewardship Council certification scheme did not satisfactorily reflect their history and
needs. These owners have established a scheme more closely based on the considerable layers of
national legislation pertaining to forests and on the intentions of the Helsinki Process. Some
essential features of Pan European Forest Certification are that is voluntary, requires independent
third part audits, has limited involvement by environmental organisations and is largely consistent
with the ISO 14001 model in that it de-emphasises performance standards.
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The scheme was launched in 1999, and currently recognises three national schemes (Finland,
Sweden and Norway), representing a total of 18 million hectares of independently certified forest.
Further initiatives are expected as a number of industry associations across Europe have signed
onto the scheme. The area of forest certified under the Pan European Forest Certification scheme
is already equal to the area certified by the Forest Stewardship Council, and will continue
growing — to approximately 27 million hectares by the end of 2000.

While interested in the scope for mutual recognition beyond its work across Europe, the Pan
European Forest Certification scheme has not yet considered mechanisms or procedures for
engaging in mutual recognition with non-Pan European Forest Certification schemes.

Finnish Forest Certification

The Finish Forest Certification scheme was initiated by the Finnish Central Union of Agricultural
Producers and Forest Owners, the Finnish Forest Industries Federation, World Wide Fund for
Nature (Finland) (which has since withdrawn) and the Finnish Association for Nature
Conservation in 1996. It is based on the Environmental Management and Audit Standard, and is
recognised by the Pan European Forestry Certification scheme. It uses a combination of process
and performance standards, has a particular emphasis on non-industrial forestry, and is consistent
with national Finnish ecological and socio-economic priorities. The scheme allows for individual
and group certification of aligned areas. It is anticipated that 12 million hectares of forest will be
certified.

Brazil

CERFLOR is the name given to the Brazilian national forestry certification standard. ABNT (the
Brazilian national standards organisation) and the Brazilian Society for Silviculture are
developing this standard. The ABNT has established a technical committee comprising technical
experts, industry representatives, environmental NGOs and academics to develop these standards.
Their first focus has been the large scale, industrial plantation forests.

The technical committee has developed draft standards through a participatory process governed
by ABNT and based largely on ISO procedures. The proposed scheme emphasises voluntarism,
self-regulation and independence, with the ultimate objective of positively differentiating
Brazilian products from others in the global marketplace. It appears that the draft standards and
proposed scheme are considered broadly acceptable. CERFLOR has not yet certified any
Brazilian forests.

Indonesia

The Indonesian Ecolabelling Institute (LEI) was established with support from the World Bank to
establish a national certification scheme in Indonesia. In September 1999, the LEI and the FSC
launched a joint certification program, which involves LEI, FSC-accredited certifiers and
Indonesian certifiers. This joint program is an interim arrangement during which all Indonesian
wood products certified under the program will carry both LEI and FSC labels. This program will
assist Indonesia to establish LEI certification and a reputation in the international wood product
markets. It should also accelerate the establishment of Indonesian forest certifying companies.

The standards for this program were developed based on national policy, ITTO guidelines, FSC
principles, ISO standards and public consultation. This work has produced a set of national
criteria and indicators for both national and plantation forests. Indonesia has made considerable
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progress in developing an institutional structure to support this program, including capacity for
establishing chain-of-custody. The initiative incorporates auditing and certification by
independent third party certifiers. The National Standardisation Institute will accredit certifiers.
Certifiers will be locally trained and paid by LEI rather than the applicant.

The interim arrangement is expected to last for two years. Following this arrangement, LEI will
cease providing certification services and concentrate on becoming an accreditation body for
certifiers.

Malaysia

Following a pilot study of certification schemes, the Malaysian Timber Council established the
National Timber Certification Council (NTCC) to develop and oversee a domestically based
certification scheme. The NTCC is an independent Council including representatives from all
sectors, though the strong government backing clearly establishes strong governmental influence.
The NTCC is working towards gaining active support from the national consumer advocacy
organisation and WWF-Malaysia.

The NTCC has developed draft certification standards for sustainable forest management based
on national policy and ITTO guidelines. The development of these draft standards also
incorporated consideration of ISO procedures and standards and discussions with FSC in regard
to compatibility with FSC principles and criteria. The proposed scheme includes assessment by
an independent auditor. The Council has undertaken pilot testing of these standards within
national forests on Peninsular Malaysia through agreement with the international testing firm
SGS. These pilot tests have included pilot certifications and timber export shipments carried out
in association with the Keurhout Foundation in the Netherlands.
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Appendix 2 Australian Minerals Industry Code for Environmental Management

Commitments made by Signatories of the Code.

•  Application of the Code wherever the signatory operates (this includes overseas);
•  Progressive implementation of Code principles;
•  Production of an annual public environmental report within two years of registration;
•  Completion of an annual code implementation survey to assess progress against

implementation of Code principles; and
•  Verification of the survey results, by an accredited auditor, at least once every three years.

The Seven Principles of the Code.

•  Accepting environmental responsibility of all our actions.
•  Strengthening our relationships with community.
•  Integrating environmental management in the way we work.
•  Minimising the environmental impacts of our activities.
•  Encouraging responsible production and use of our products.
•  Continually improving our environmental performance.
•  Communicating our environmental performance.

Values Signatories to the Code Commit to.

•  Integrate environmental, social, and economic considerations into their decision-making and
management, consistent with the objectives of sustainable development.

•  Maintain openness and transparency, and improve their accountability through public
environmental reporting and engagement with the community.

•  Comply with all statutory requirements, as a minimum.
•  Continually improve their standard of environmental performance and, through leadership,

pursue environmental excellence throughout the Australian minerals industry.
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Appendix 3  New Directions Group, Criteria and Principles for the Use of Voluntary or
Non-Regulatory Initiatives (VNRIs)

(source www.env.gov.bc.ca/epd/epdpa/ipp/frppioj.html)

The recently published " Criteria and Principles for the Use of Voluntary or Non-Regulatory
Initiatives (VNRIs) to Achieve Environmental Policy Objectives,"  was developed by the New
Directions Group under contract to Environment Canada. This document provides guidance to
governments, industry, NGOs, and others involved in the development and review of VNRIs .
This appendix summarizes the framework of criteria and principles contained in this document.

Criteria for the Utilization of VNRIs to Achieve Environmental Policy Objectives

1. VNRIs should be positioned within a supportive public policy framework that includes
appropriate legislative and regulatory tools.

2. Interested and affected parties should agree that a VNRI is an appropriate, credible and
effective method of achieving the desired environmental protection objective. There should
be a reasonable expectation of sufficient participation in the VNRI over the long term to
ensure its success in meeting its environmental protection objectives. All participants in the
design and implementation of the VNRI must have clearly defined roles and
responsibilities. Mechanisms should exist to provide all those involved in the development,
implementation and monitoring of a VNRI with the capacity to fulfill their respective roles
and responsibilities.

Principles Governing the Design of VNRIs

Credible and effective VNRIs:

1. Are developed and implemented in a participatory manner that enables the interested and
affected parties to contribute equitably;

2. Are transparent in their design and operation;
3. Are performance-based with specified goals, measurable objectives and milestones;
4. Clearly specify the rewards for good performance and the consequences of not meeting

performance objectives;
5. Encourage flexibility and innovation in meeting specified goals and objectives;
6. Have prescribed monitoring and reporting requirements, including timetables;
7. Include mechanisms for verifying the performance of all participants; and
8. Encourage continual improvement of both participants and the programs themselves.
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Appendix 4 – International Council on Mines and the Environment (ICEM) Environmental
Charter

In all their activities, ICME members will be guided by the principles set out below.

Product Stewardship Principles

•  Develop or promote metal products, systems and technologies that minimize the risk of
accidental or harmful discharges into the environment.

•  Advance the understanding of the properties of metals and their effects on human health and
the environment.

•  Inform employees, customers and other relevant parties concerning metal-related health or
environmental hazards and recommend improved risk management measures.

•  Conduct or support research and promote the application of new technologies to further the
safe use of metals.

•  Encourage product design and uses that promote the recyclability and the recycling of metal
products.

•  Work with government agencies, downstream users and others in the development of sound,
scientifically based legislation, regulations and product standards that protect and benefit
employees, the community and the environment.

Environmental Stewardship Principles

•  Meet all applicable environmental laws and regulations and, in jurisdictions where these are
absent or inadequate, apply cost-effective management practices to advance environmental
protection and to minimize environmental risks.

•  Make environmental management a high corporate priority and the integration of
environmental policies, programs and practices an essential element of management.

•  Provide adequate resources, staff and requisite training so that employees at all levels are able
to fulfill their environmental responsibilities.

•  Review and take account of the environmental effects of each activity, whether exploration,
mining or processing, and plan and conduct the design, development, operation, and closure
of any facility in a manner that optimizes the economic use of resources while reducing
adverse environmental effects.

•  Employ risk management strategies in design, operation and decommissioning, including the
handling and disposal of waste.

•  Conduct regular environmental reviews or assessments and act on the results.
•  Develop, maintain and test emergency procedures in conjunction with the provider of

emergency services, relevant authorities and local communities.
•  Work with governments and other relevant parties in developing scientifically sound,

economic and equitable environmental standards and procedures, based on reliable and
predictable criteria.

•  Acknowledge that certain areas may have particular ecological or cultural values alongside
development potential and, in such instances, consider these values along with the economic,
social and other benefits resulting from development.

•  Support research to expand scientific knowledge and develop improved technologies to
protect the environment, promote the international transfer of technologies that mitigate
adverse environmental effects, and use technologies and practices which take due account of
local cultures and customs and economic and environmental needs.
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Community Responsibility Principles

•  Respect the cultures, customs and values of individuals and groups whose livelihoods may be
affected by exploration, mining and processing.

•  Recognize local communities as stakeholders and engage with them in an effective process of
consultation and communication.

•  Contribute to and participate in the social, economic and institutional development of the
communities where operations are located and mitigate adverse effects in these communities
to the greatest practical extent.

•  Respect the authority of national and regional governments and integrate activities with their
development objectives.

In support of the above Environmental Charter, in communicating ICME policies and principles
and in promoting better understanding, ICME will seek to:

•  provide a free flow of information on international environmental and developmental issues
affecting the industry;

•  listen and respond to the public about metals and the environment;
•  develop and implement programs that communicate the benefits of a balanced consideration

of environmental, economic and social factors;
•  present products, processes or services as being environmentally sound only when supported

by well-founded contemporary data; and
•  ensure information provided is candid, accurate and based on sound technical, economic and

scientific data.
Table 1 – The progress and policy framework of certification in developed countrieslxxix

 Country  Policy framework
 Australia  Limited progress. Possible development of industry based standards based on

National Forest Policy, Montreal Principles and ISO14001.
 Canada  Large areas coming on stream. Industry based standards developed to be compatible

with Montreal Principles and ISO 14001 standards. Also seeking to develop
regional standards consistent with FSC principles. Some FSC activity.

 Finland  Early adopter with significant certified areas. Industry based standards finalised in
line with Helsinki Principles and recognised by PEFC. Broadly compatible with
FSC and may be integrated with ISO14001. Some application of FSC.

 Germany  Mainly an importer. Domestic industry standards based on German forestry
legislation and standards. FSC seeking market influence.

 The
Netherlands

 Major importer. Local standards consistent with the Helsinki Principles. Limited
FSC areas. Government (through the Kerhout Foundation) has developed minimum
requirements for certificates entering Dutch market with reference to ISO standards.

 New Zealand  Focus on plantation timber. Industry standards expected to be WTO compatible.
Some FSC certification.

 Sweden  Most advanced in terms of area certified. FSC is the major scheme, but PEFC is
increasing its share. Industry scheme is based on national legislation, Helsinki
Principles and ISO14001 standards

 UK  Mainly an importer. Domestic standards developed by consensus to be compatible
with both UK National Standard and FSC UK National Standard.

 USA  Dominant scheme is SFI: principles by AFPA following some member consultation,
compatible with ISO14001. Significant area certified by FSC. Non-industrial
operators use Green Tag, based loosely on procedures of FSC. State-based best
management principles as minimum.
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