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Transnational Corporations' Strategic Responses to ‘Sustainable

Development’

Harris Gleckman

‘Thereweretwo issuieswe missed out on: transnationdsand themillitary.”
(Comment from aBrazlian ddegate onthedasng day of UNCED.)

Trangndtiond Corpordions (TNCs) can play a aiticd rde in a
udainebly maneged world or sarve as mgor impediments in this
trangtion. The rdaiondip between TNCs and ewironmentd
performance came under sorutiny in the buildup to the 1992 Rio United
Nations Corference on Ervironment and Devdlopmeant (UNCED). By
way of background, this peper providesacritica review of the buildup
in the corporate world to the UNCED. It then argues thet therewere
grategic reesons why UNCED avoided an ovedl andyss of
intemationd investment and sudtaineble devdopment. UNCED did
rase a number of mgor intdlectud and politicd isues about the
relationship between TNC adtivity and sound environmentd practice,
and themanagement of thisrdationshipwithinthe corporateworld and
between the corporate and non-corporate worlds. These questions
rasesverd athars and thispaper will review three of them:

- Who definessugtainablebehaviour?

- Whoregulaestransnationd corporateenvironmentd activity?

- How does sodely pay for environmentd resource extraction and
depletion?

TNCs dealy have aglabd environmentd impact. Some TNCs have
becomeleedersinthefidd of globe environmenta manegemeant. They
recognize agrowing glabd ‘grean’ marketingoodsand sarvices Their
internationdl trade assodiations have made mgor recommendationsfor
corporate environmentd  performance improvements On bdlance,
however, changes have occurred among a very amdl minority of
TNCs Mad firms are unconcerned about the environmentd impects
of thar busness processes Those thet are adtivedy improving
evironmatd peformence tend to pick awvay a agedts of the
problem—recyding, emissons and the like—rather then take a
systemic gpproech.

TNC environmentd performance hes come under the microscope as
the globd environmenta arigs has loomed before us But because
TNCsoperaeoutddenationd palitical boundaries they arenct tregted

& a group or subjected to public scrutiny or accountzhility. The
UNCED put TNC environmentd adtivity on theteblefor thefird time,
asking the question: what should be the rdationship between TNCs
and sudtainable devel opment? The question raised much heet among
corporate leeders, government, trade assodiations, dtizensgroups and
workers It dso generated aflurry of adtivity withinthe TNC community
because, unlikethe other groupsin this discussion, TNCs have never
beforehad to act asagroup on environment and development issues
they havenoinditutiond history, no established leedership, or method
to reach consensud positions. But here was an occason where their
very tamsof busnesswerepotentialy being challenged.

In someways thisisare+unin theinternational arenaof a200year
old debete within netiona democratic systems of what therdaionship
should be between the gate and its economic actors. Higtorically,
northern democracies cregted avaiety of checksand baancesonthe
free play of economic foroes Nationd industry generdly hes not
wdcomed nationd reguldion, but acknowledges the nesd for
regulaion to maintain competition and the legitimecy of the market.
Conseuently there is a permanent love-hate raionship between
nationd government andindusry indl democraicsocidties

In the intemationd arena there are now highly complex TNCs
operating in a literdly unregulated internationd environment. In this
intemational arena, intemaiond corporations and nationd politicd
actors have resisted the concept of internationd regulation, and have
been unenthudedic about extending the authority of multilatera
inditutions The response of TNC leedersilluminates whet the issues
arefor TNCs andwhat trendswecanexpect inthecoming years.

What is the Relationship Between TNCs and the Global
Environmental Crisis?

In the pudic mind the issie is dear: there is a levd of
unecoeptable enviroomentd . behavior for mudtinetiond
etaprises opading awvoed. The Gdlup Hedth of the
Planet survey, conducted in the developed and deveoping
world, showed that ‘there is widesoreed concern for the
avironmat among dtizens of all types of countries’. In
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mogt countries, dtizenshdievethat busnessandindustry arethemgior
cause of environmenta problems” In conttrast, TNCs do not acoept
thet they are the cause of the globd economic arigs but they are
beginning to accept thet environmental issues need to be managed in
omefashion. Wha arethefacts?

The impact of TNC adtivity on the environment is extensve TNC
importance semsfrom thair vest corporate networksand technologica
resourcesand theinternational consequencesof their decisionHmeking.
More than 50 per cent of globa greenhouse gas emissonsarein the
province of TNCs” TNCsinvest more then USE225 hillion eech year
outsde their home countries, and 95 per cent of these investments
comefrom firms besed in indudtridized countries. Seventy per cant of
worldtradeinvolves TNCs who dso hold 90 per cent of dl technology
and product patents Every mgor neturd resource extraction and
processing industry involves TNCs. The environmenta impacts of
TNCs extend to the sarvice sector (product advertisng) and the
finendd sarvicessactor (investment loans).

Toput it anather way: if dl transnaiond corporaionswereto adopt
sound environmentd polidies then thefollowingwould ocour:

. a lesgt one quarter of the world's assats would be better maneged
evironmentaly;

- 70 pe cant of the products in intemetiond trade would be better
lebdled;

- 80 pe cat of the warld's land cultivated for export-oriented crops
would use fewer toxic pesiddes and more sudaneble agricuitura
policies

- alarge share of theworld's new technological innovationswouldbe
better evauated for thar hedth-and-sfety effects.

There is every reason to bdieve tha the politica-economic—
evironmentd rdeof TNCswill increesein the coming years Thiswill
continue as the internationa market adapts to the new World Trade
Organizetion (WTO) anditsarrangementsontredeandinvestment, the
traderdated invesment meesures agreament, and the WTO sandards
code

In recognition thet there is some reaionship between TNCs and
globd environmentd issues, some TNCs have adopted new attitudes
to environmentd issues (see Box 1). Corporatewide policy Satements
have been tranamitted from headquartersto affiliates, new marketsfor
pallution contral eguipment and environmenta services have been
cregted; globd evironmentd manegement hes tumed into a
profession; executives are more recaptive to work with internationd
organizaions on corporde environmenta issues, ewvironmenta
impact assessments and hezardous wade digposdl  gpprasds

The Internationd Chamber of Commerce has stated thet industry
needs ‘to integrate  (environmentally sound) policies
programmes, and practices (for conducting operations) fullyinto
each busness as an essantial dement of management in all its
functions’

A grouping of internationd banks has dedared: ‘“We. .. recognize
that ecological protection and sudainable devdlopment are
collective responghilities and must rank among the highest
priorities of all busness activities, induding banking. We will
endeavour to ensure that our policies and busness actions
promote sudainable devdlopment; meeting the needs of the
present without compromising thoseof thefuture”

The Keidanren, the largest Japanese indudtrid trade association,
assarted: ‘[ the] formulation of aconplete policy for theprotection
of the environment of the host country is a responsibility of good
corporate ditizenship on the part of the expanding corporation
and it is hoped that each corporation will establish spedific
palicdeswiththisinmind!

Box 1. Some recent comments on environmental
responsibility from major international trade associations

have become common tools for a good number of transnationd
corporations, and longterm targets and godls have been st for the
control of emissons and the use of naturd resources. Without doubt,
the preparatory processfor Rio generated agood dedl of condructive
atention in the corporate world. The paths sst during the preparatory
phesewill havealat to dowith thefuturemomentum on theseissues

These pioneering efforts show thet environmenta and economic
exadlence can be compdible Resource recovery and recyding can
produce bath an environmentaly desrable and an economically
benefidd outcome Durable and energy-efficient products meke good
economic sne and ae requistes for good  environmenta
menagament. Globa environmentd issues like dimate change can be
me by innovaive ewironmetd and economic solutions
Macroeconomic data dso show that environmentd leedership and
compditive advantege are doddy linked. Maket leeders in new
technologiesarefirmsfrom home countriesthat have srong regulatory
dandards Within countries, firms operating in sectors with high
environmentd cods have drengthened their internationd  trede
pefomance
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TNCs and Environmental Responsibility: How UNCED Put
the Issue on the Table and How Business Responded
Although the question of transnationd corporate environmenta
responsihility has been the subject of some adtivist campaigns it has
recaived scant atention in intergovernmentd discussions, because it
fdls outdde the gohere of nationd pditicd influence The firg
internetional conference on theenvironment wasin Sockhdmin 1972,
andthelntemationd Chamber of Commerce(ICC) gaveafifteentminute
presentation. In the fal-winter of 1989 the Genard Assambly agread to
hold asscond internationa conference ontheenvironmentin 1992 and
to broaden the scope of the conference to integrate environment and
devdopment ascommonthemes

Severd groups were interested in reformulating the concept of the
traditiond corporation so that environmental concermnsweere embedded
into traditiond business concarns. Recommendations and drategies
weae nesded & the intergovernmentd, nongovernmentd, and
corporate levels to change exiging trangnetiond  corporaions into
udainebly manegedfirms Asafirg gep, theUN Economicand Sodd
Coundl (ECOSOC) asked the United Nations Centre on Transnationd
Corparations (UNCTC)? to prepare as of recommendationson'large
industrid enterprises; induding transnationd corporations and therr
role in sudanable devedopment thet governments might use in the
drafting of Agenda 21.* UNCTC hed agood track record in this area.
The Centre hed prepared the fird sat of gandards for sudaineble
devd opment management, the Criteria for Sugtainable Devel opment
Management,” hed undertaken resserch on the environmental polidies
and programmes of the world's largest firms? hed drafted innovative
proposdsto incresse theflow of environmentally sound technologies
to developing countries on favourable terms and hed reviewed the
dae of intenaiond and domedic environmat lawv dfeding
transnationdl corporations®

It was bound to be difficuit to convert anew conceptud definition of
udainable enterprise into operationd terms, 0 care wias teken in
drafting the document Transnational Corporationsand Sudtainable
Devdopment: Recommendations of the Executive Director to ensure
thet each centrd recommenddion was currently in use by amgor
transnationd corportion. As a twentyyer wok plan, the
Recommendations worked beckwards from a twerty-yeer god and
identified key events that wiould need to take place within fifteen, ten,
and five years These components of the Recommendationsinvolved
changes in globd ocorporste  environmentd  manegement,  the
minimization of risk and hezard in &l operations; the encouragament of
environmentdly sound consumption petterns, the use of full-cost

evironmentd  acoounting, and compliance with  environmenta
conventions, standards, and guideines’

Inpardld, the UNCED seordaia prepered adraft of achapter entitled
‘Budness and Indudry’ in a sedtion dedling with the role of mgor
groups, and omitted directreferenceto TNC respongihility. Inearly 1992
the United Nations Indudrid Devdopment Organization (UNIDO)
hosted a conference on Sound Ecologicd  Devdopment which
conduded with someenvironmenta policy proposdsaffecting TNCs.

For the corporate commurnity the chdlenge was this how can
businessregpond to the global environmental crissand play itspartin
globd regeneration”? Thiswasacompletdy new terrain for TNCs and
onein which the UN and some TNC firms moved rgpidly. Efforts to
involve TNCsin the 1992 conference began in 1989, ayeer beforethe
UNCED conference was authorized by the Gengrd Assambly. Inthis
peiod a hendful of mgor firms and some trade assodiations took
leedership of this issue within the TNC community. They begen to
incorporate environment and economic development conoarns into
businesslanguage. They achieved some notable and important shifts
in business prindple and prectice. At the same time, they daimed the
right to defineasudainebleenterpriseand meeaureitsparformeance.

Many internationd organizations now daim to speek on behdf of
internationd business, but in truth there is no organization thet isthe
legitimate representative of TNCson any subject. None of theexidting
organizationscan damademocratic dedsiorHmeking syseminvalving
dl mgor eteprisss Nore of the busnes-awironmentd
organizations @n meke agreemants on behdf of TNCs Ingenerd, dl
lack the authority to negotiate on behdf of large industrid enterprises,
transnaiond corporations, or indudry. The quedtion to the industry,
then, of how TNCs would respond to the issue of sudainable
development, also called for anindustry leeder or spokesperson®

The Intemationd Chamber of Commerce in Pais the odest
organization in this areg, rdeased its firgt environmentd satement
etiled Emvironmental Guiddines in 1965. It incorporated its firgt
reference to environmentd gandardsin its revison to the Guiddlines
on Multinational Enterprisesonly in 1992 Thel CCisanintemetiond
network of nationdl chambersaf commerce Inmogt cases thenaiond
chambasof commearceinthar own countriesarenct leedersinthefidd
of environmental protection.

Thel CChigtaricaly assigneditspalicy-work inthisarea
to its Commisson on the Ervironmet in Pais After its
fird Wordd Industry Conference on Environmentd  Manage-
mat (cosponsored  with the United Nations  Environment
Pogramme), it supplameted the Commisson with a
progamme ddivay dffice in an Intemationd  Environment
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Bureau. The|CC Commisson fundtionsa thelevel of vicepresidents
of corporations and mekesitsmgor decisonshby consensus. Thel CC
Commisson hes for years argued thet environmentd Sandards
hamper the market-place and should be accepted only if they apply to
dl indudry. They have dso argued that the UN should reduce its
atention to environmentd nmettersaffecting theintemationd market. At
thesametime themembership of thel CC Commisson hasbeendmost
whally dravnfromindividue TNCs

In reponse to UNCED and the Valdez Rindples™—a et of
corporaeenvironmentd prindplesdrafted by USsodd investorsinthe
weke of the BxxonValdez ail-snill—the ICC Commisson on the
Environment decided to prepare avoluntary Satement on sudaineble
devdopment. While portraying itsdf as a tod for sudanadle
menagamat, theterm ‘sustaineble devdopment’ gopearsonly inthe
title and in one sub-paragraph. Theremainder of the BusinessCharter
of Qudainable Devlopment is a series of patid satements on
evironmentd protection

During the drafting process a number of individud corporations
ressted any textsthat might require mgjor deperturesfrom their exising
pradtices After discarding anumber of drafts the find vergon of the
ICC Business Charter on Sudainable Development utilized the firgt
ten seps of the UNCTC Criteria on Sugtainable Development
Management extendvdy—without dtation or  acknowledgment.
Currently endorsed by over 1,000 TNCs and trade assodidions, the
Busness Chater has been trandated and reprinted in over ten
languages The Centre, while pleased thet itsorigingl idesswere being
widdy used but avare of theimplications for the battle on intdlectud
property rights, chose not to darify the origin of the key passages of
the Bugness Charter. On the other hend, the | CC continued to ariticize
heavily United Nationswork on TNCsand the environment. After the
seoond World Industry Conference on Environmenta Management
(WICEM) in Rotterdam—aso co-gponsored with UNEP—the ICC
published From|deasto Adtion, of environmentally good casestudies
from various industria sectors™ it did not mention problem cases or
lessonsto beleant from corporatemidakes

After Rio, the ICC re-configured the Internationd Environmental
Bureau into an expanded World Industry Coundl of the Environment
(WICE). This body will take a more adtive rde then its ICC
predecessorsin carrying the environmenta messageto busnessand
nationd chambersof commerceand in carrying the busness message
to internaiond organizations and government ddegations Yet the
membership of WICE ishy invitation and by private corporatedues, o
itsdam to ‘represent’ world indudtry iseven morediluted than thet of
thelCCitsaf.

Independent of the ICC is a saries of goecidized trade assodaions
that address environmentd saues from a sectord parspective. The

asoddions like the ol indusry CONCAWA and the Internationdl
Federation on Metds and the Environment, sesk to deveop intemaly
acoepteble positions on the environment. In the pedt five years there
has been a proliferation of environmentd satlementsfrom thesetrade
assodiations coveing topics as diverse as contract terms for the
trandfer of potetidly hezardous chemicd technologies to the
conditions for sudainable tourism. Besides getting in on a currently
fashionable topic, these palicy gatements and new indudtrid sector
asnddions can be seen as atempts to soften potentidly difficult
topics for individual sectors and to resssure a soepticd international
community thet there are environmentaly reponsblefirmswithin the
indudry. Yet this trend among trade assodidions to develop
environmentd policy satements does not necessaily have apracticad
result. Most of these guidelines do not ask sgnatories to commit
themsdvestotheprindplesor adtivitiesthey recommend.

In addition there are vaious nationd or regiond budness
organizations thet have formdized policy satements on globd
environment and development issues. The Keidanren (Federation of
Econamic Orgenizations) in Jgpen, for example, hasagpedific guidance
documernt for its member firms operating abroed™ The Chamicd
Manufecturers Assodiation (US) isprobebly the only trade assodiation
that hes even established minimum environmenta gandards for its
memberfimscoveingthar operaionsintheir homecountry.

In pat because of the minima positions taken by the ICC and
because of adriving interest by Maurice Strong, secretary-generd of
UNCED, to adivdy involve TNC chief executive dfficars in the
preparaions for Rio, the pogt of corporate advisor to UNCED wes
crested. The corporate advisor to UNCED edablished the Busness
Coundl on SugtanaleDevdopmeant (BCSD).

The Budness Coundil wasimmediatdy ssen asbeing in competition
with the dd-guard IOC” The BCSD is an assodiation of fifty chief
executive officerswho soeek in thair persond capadities, not on behalf
of thar enterprises It functioned & amore senior levd then the ICC.
While the BCSD and the corporate advisor privetdy provided advice
on UNCED's manustripts and draft conference propasals, their public
involvement was focused on influending minigers of date and heeds
of government. With few exogptions, the BCD did nat patidpete
adtively in the public sessons of the preparatory committess for
UNCED.

The BCSD focusad a good pat of its atertion on an issue
which was cdled by the UNCED rexdlution the ‘trandfer of
ewvironmentdly sound technologies to developing  countries
on favourade tams’. The BCD hdd a sies of medings
with indusry and government represntaives in order to
corvince them tha it would be more gopropride to use
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Alliancelntemationdede Tourisme

Amgrican Hardware Inditute

Amgrican FadicsCoundl

Amgrican TextileManufacturersinditute

American Petroleum Inditute

Asodaion of Internationd Banks

Assodiaion of Petrochemica sProducarsin Europe(APPE)
BusnessCoundil for Sugtaineble Development
Bundesverband der Deutschen IndustrieeV

Canadian Chemicd ManufacturersAsodation (CCMA)
Canadian Manufecturersof Chemicd SpediditiesAssodaion (CMCS)
Chemicd IndudriesAssodation (UK)

Chemicd ManufacturersAsociation (CMA)
TheCaditionfor Environmentally Responsble Economies(CERES)
Confederationof British Industry (CBI)

Environmentd Marketing and Advertisng Coundl (EMAC)
European Auto Manufacturers(ACEA)

Europeen Chemicd Manufecturers Assodition (CEF C)
Europesn Confederation of Pulp, Pgper and Board Indudtries(CEPAC)
Fedarchimica

Indituteof Petroleum

Internationd Chamber of Commearce

Internationa Coundil on Meadsandthe Environment
Internationdl Federation of Consuiiting Enginears(HDIC)
Internetiond Fertilizer Industry Assodiation (IFA)
Internationd Ironand Sed Indtitute

Internationd Roed Trangport Union (IRU)

Kedaren

Keza Doyuka
Schweizaische Gesdlsahdt fir Chemischelndudtrie(SGCl)
Verband der Chemischenindudrie(VCl)

World Touriam Organization

Box 2. Selected list of international business organizations
that have formulated positions statements on
environmental performance or sustainable development

‘technology co-operation’ asthe umbrdlaterm for thisissue As df-
sdected corporate leeders on sudaingble development, one of the
primery tasksof coundl membersisto convince other senior corporate

exenutives to take sudanable devdopment serioudy. Ther report,
Changing Course™ is an enlightened longrterm strategy document
that contragts sharply with the ICC and other trade assodations
recommendations for UNCED. However, it dso avoids addressng
TNCsdiredtly.

As actors on the world stage, TNCs play two corfflicting parts On
theonehand, they publicizetheir globd power and globdl reach. Onthe
other, they deny that their activities, as agroup, could have negative
consequences, and they deny thet, asagroup, they havethe power to
influenceevents” Bath roleswereplayed out during UNCED. For two-
and-ahdf yearsbeforethe Conference therewas asaries of gpedidized
medtingsand intergovernmental preperatory conferencesto agreeona
muitryear plan of action for sugtainable deve opment and on abroad
dedaraion of commitment to an integrated gpproach to environment
ad devdopment. Concuratly the intendiond  community
negatiated on environmenta conventions on dimeate change and on
the presrvaion of biodiversty. Within the Rio Conference
proceedings there was slence on the rdle of TNCs, across from the
Conference Centre and in S0 Paulo mgor medtings of corporate
executivesfrom around theworld were held to plan further expensions
of trangnationd investment and trade in environmental technologies™
The multi-yeer plan of action, cdled a the end Agenda 21, contains
fotytwo chapters on a wide range of economic, sodd, and
environmentd issues

After dl thefuss what doesAgenda 21 say about TNCs?Whenthe
Generd Assambly aooepted the report of UNCED in Decermber 1992
theinternationd community adopted moresubgtantia referencestothe
regponghilities of trangnationd corporations developed under the
Ldanabledevd opment umbrdlathaninany other areaconsidered by
the Gengrd Assambly. Thesedandardsare expressad in eight different
technicd sectionsof Agenda 21. They havebeenrearrangedinpolicy
categoriesinthe Annex saction at theend of thispaper.

The key passages of Agenda 21 adopted by the Gened
Asambly deding with TNCs ae dealy dronger then ay
other equivdet texts edopted by prior gened assemblies
ECOOC, OECD, o the Wold Bak. Catan o these
pessges ae likdy to foretdl new aess of intenationd law.
The Gangd Asambly agead, for example tha TNCs and
oher lage industrid etterprisss should introduce  polides
and commitments to adopt equivdet o notess dringent
dandards of operdion & in the country of origin and they
should underteke ressarch into the pheseout of those
proceses that poe the gregtes environmentd risk basad on
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the hazardous wagte generated. Agenda 21 do cdls for an annud
report onroutineemissions of toxic chemicasto theenvironment, even
in the aosence of the hogt country. Without Rio, this text would not
even have been conddered by the Generd Assambly. The efficacy of
these new datementsin dtering behaviour will dependinlarge pat on
the fallow~up by the Commission on Sugtainable Devdlopment, the
Eath Coundl, the vaious speddized intenaiond busnes
asoddions, andthe NGO community.

The Rio conference could have sarted a srious condderation of
what ‘sudainable enterprise means and how internationd economic
adivity coud be brought in line with globd ewironmentd
requirements As will be explaned laer, the internationd business
community and the governments of theindustridized countrieslooked
a thisposshility for substantivechangeandflinched. They optedfora
narrow definition and lobbied hard to prevent the public scrutiny thet
lay a the foundation of the question. The key question was what
odfiniion would be usad of sugainddle TNC adtivity. It is crudd, as
perceptions of what the rdationship should be between TNCs and
udaineble adtivities will guide public expectation, litigation, and the
thinking that occurs around nationd or internationdal reguiation—ll of
whichhaveimplicationsfor thebusnessprofitahility.

Who Defines Sustainable TNC Behaviour?

The definition of acogptable environmentd performance has cbvious
pubicrdationsinylications For thecorporateworld, itiscrucid that the
public bdlievesthat therewill be no more ‘Bhopa-typeincidents’. The
eventsinvalving Ocddenta Petroleum a Love Cand, Sandoz, withthe
palution of the Rhing, Hoffman-LaRochein Seveso, Itdy, Occidentd
PetrdeumagainintheNorth Seg, and BExxonwithitsVal dez tanker must
not be seen s evidence thet transnationd corporations are regularly
caudng ‘dfficuties’ for theenvironment.

The ddfinition of acoeptable environmentd behaviour dso haslegd
and finandid consaguences. Recant years have seen apraliferation of
court casssinvalving TNCs Some cases were initiated in the North
and then taken to Southem courts (for example, Bhopdl); atherswere
undertaken in  devdoping-country court systems with  public
campaigns of support from the developed countries (for example, the
deregidration of pharmecauticd productsin Bangladesh); some have
darted as Northern adtivist exposés and continued as deve oping-
country legd procesdings (for example Itdian wagte dumping in
Nigeria); and some ‘accidents’ in Southern countries have found a
court-roomintheNorth (for example Cartrd American DBCPpestidde
vidimsarebeforeaTexasoourt).

The generd pubic's view is thet there is some inherent concept of
minmum intemationd environmenta dandardsbdow which firmsand
countriescan nolonger operate, and that it isthejob of governmentsto
enforce these Hrms cannat, even in dates with lax regulations and
enforcement, discharge mercury, leed, or other heavy metdsintothear
and waer without public indignetion andlor legd action. TNCs
iregpective of expliat lavs cannot maintain vedtly different hedth and
sdety sandards for their workers without serious adverse labour
aitidsm andlor dvil ligbility suits And TNCs cannat be involved in
indugtrid accdents in developing countries and expect to walk awvay
without cogts through skilful manipulation of the corporate vel and
relocation of assdts

In legd tems this may herald the evdution of internationd
environmentd standards roughly eguivaent to the now recognized
humen rights dandards Even if countries authorize torture, the
intemationd community can react with economic andlor diplometic
sanctions. When firms ignore minimum intemetiond environmenta
sandards, the world media will find a sympethetic audience when
reporting digparate practices Many firms may behave outside highly
regulaled makets with a caveier dtitude to environment and
devdopment. They are increasngly likdy to discover condraning
date legd adtions and unexpected publicrdaions codts But bdow
this threshald of unacceptable behaviour is a vest grey area where
TNCsoperateoutsde public scrutiny or government regulation. Inthis
aeg, TNCs dam that they should be repondble for corporate
evironmentd improvements and point to successss dready
achieved.

Published reports of TNC environmentd successes cderate sngle
cae dudies The odexaory genre of corporae environmenta
reporting seen in the ICC book From Ideas Into Action has been
duplicated in corporate reports and in severd reparts of ‘trends
produced by industry and consulting houses. Thesereportstendtobe
popular among business reeders. They are defended on the grounds
that they lead by example and show what is possble if industry is
dlowed to beinnovative and not overregulated. At thesametime, the
limitsof thar definition of sugtainebleenvironmental manegament must
berecognized. They aresdf-refaring, concentrating on‘improvements’
in sdeted aress—often emissons or recyding—over previous
performance They concentrate on discretionary changesthat can be
profiteble

Leading environmentd TNCs announce with pride thet they
have improved thar ewironmettd pradices  reduced
emissons ot the generation of hezadous wedte and
minmizad the likdihood of indudrid eacddets In anud
report dter anud repart thee firms meke impressive  public
dams and dglay atradive ddidicd chats But these
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damsaredifficult to document unlessthereisarecognized disdosure
gandard and an acoepted method of messurement. Clearly something
has happened for agood number of TNCs but theoveral significance
for the firm and the environment is difficllt to assess Even
sophidticated users of annud reports are & a loss to compare
meeningfully the rdaive environmenta impect of two largefirms For
ingance, onefirm reportsthat it cut SO, emissions over the past three
yearshut falsto rdaethis reduction to acorporate reorgenization thet
dosad down a paticuer dfiliste Anather firm dates thet it hes a
corporate god to reduce hezardouswaste by 10 per cent per yeer over
fiveyearswithout providing the definition of hazardouswaste used or
the garting amount. Such dams have excdlent short+un advantages
in the media but they damege longtam caedbility with
evironmentaists sodd investors and government officids

Who Regulates Transnational Corporate Environmental
Activity?

Theissue of what the rdaionship should be between the nationgtate
and its busness community has generated asound body of literature.
In contregt, there is vary little work done on the relaionship between
internationd  economic actors and internationd  indtitutions  of
governance, and the assumptions of corporate governance are not
trandfared from the nationd to the intemationd arena. Currently,
conventions are drafted and sgned by governments on behdf of
nationdates. TNCsare not formdly part of this process, nor arethey
directly addressad in the conventions. On the global economic Sage,
thelead playersare in thewings they neither participatein theprocess
of preparing a convention nor are they obligated by its condusions.
This is a contradiction that is beginning to get some atertion,
paticularly inapos-Uruguay GATT world.

Consuently, environmenta convertions thet do have indugtrid
conseguences are written in a roundabout fashion. The Basd
Convention on hazardouswasteisdesigned to restrict the shipment of
hezardouswagte Governmentssign conventionsbut firmsshipwaste
So the Basd Convention says govemments will take mesaures to
prevart firms from exporting hezardous weste The USA, for example,
does nat have an export review sysem, exoat for militaryrdated
products So it redly does not have the cgpadity to control waste
exports directly. Another example of this indirect method to control
indudrid pollution thet has globd effects is the gpproach in the
Montred Pratocd on Ozone Depletion. While governments
negotiated and adopted the Protocol, industry manufactures and uses
ozonedepleing compounds. The Montred Protocol  detes that
member govaernmants should take adtions to reduce and diminate

catan dassss of ozonedepleing compounds within their nationd
boundaries, but there is no effective corporate verification procedure
Oreeffect of this gpproach is thet some nonrSignatory countries may
choosenat to becomemembersof theMontred Protocol asadeviceto
encourageforeigninvestmentinther countries

What prompts TNCs to establish corporatewide environmentd
manegement sysems? The Benchmark Corporate Environmental
Survey asked TNCs this quesion. Respondents were offered nine
choicesinduding;

- consumer protests,

- negdivemediapublicity;

. potentid legd codts

- homecountry environmenta regulations,

- hogt country environmentd regulaions and

- acddentsd thar firmand acddentsa other firms

The results showed that the largest Sngle fadtor mativating the
edablisment of agobd environmentd palicy is the deveopment of
environmentd laws and regulaions in the home country. It appears
thet for large firms it may meke more technologicdl and manegaid
sen<e to have firmwide environmenta polidies and procedures rather
then to attempt effective management of internd, often contradictory,
practicesand technologicd sandards Itisinteresting thet thisredlity is
recognized by dtizensaround theworld. In the Gallup Survey, over 55
per cent of the respondents ‘srongly favour that home countries
formulate modd environmenta lawsto put gppropriate restrictions on
businessandindustry®

More surprisingly, and in marked contrest to the hype around ‘sdif-
regulation’ created by leading trade assodaions and individud
corporations, internationd business strongly believes thet there isa
mgor roleto be played by the United Nations (and, presumably, other
multilaerd orgenizations) in regulding internetiond  corporate
environmenta paformance In the only datidicd sampling done to
date on TNCs and evironmentd paformance, two-thirds of TNCs
thought thet the UN should work towards sandardizing nationd
environmentd rules and regulaions. A mgority dso fdt thet the UN
should be adtive in setting intemationa policy guidelines® Both
positions are directly opposad to the viewsexpressed by the | CC, and
ae not widdy publiczed. There is a mgor quesion here, of who
represents internationd industry and who represents the views of
internationdl indudtry on sudtainablebusinesspractice

At the same time as TNCs recognize that better environ
matd practicss will only hgopen through legidation, most
firms take drong pubic exogtion to  intemationd
evironmentd reguldions This is to be expeted few firms
have ever cdled for environmetd regulaions in thar home
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makets. One might assume, therefore, that TNCs would not teke the
leed in intemdiond environmentd regulations However, it may be
more important to conduct the debate about regulations in the
internationdl arena then the nationd one, where some condraints
dready exis.

The campaign in favour of interaiond sdf-regulation by individud
firmsand industry trade associations has been energetic and hesbeen
supported by dmogt dl the internationa business trade assodiations.
While nat generdly recognized as such, ‘sdf-regulaion’ is redly an
oxymoron. Potentid palluters cannot meke ‘lans’ (thetis regulate) and
order ‘sanctions (thet is authorize pendties and fines) thet areagaingt
ther sf-interest. Further, date regulation presumes that hereisa
paliticd process thet defines alevd of pallution, and regulations are
issued to digperse this sandard equitably over the generators of the
pallution. No individud ‘sdf-regulator’ can determine the publidy
goproved leve of palution or dlocate to itsdf the correct amount of
pollution.

Although nat explicitly mede, the saif-regulation argument et itsmost
extreme is tantamount to advocating for the internetiond arena only
munidpal/provindd/date laws and the cancdlation of dl netiond
hedth and sfety indtitutions and lavs While not advocating thet
untenable pubdlic positionin homecountry markets TNCsdo not factor
the ‘common good' into their intemeational economic adtivity. The
demand for ‘sdf-regulation’ is couched in the language of trade and
comptitiveness and is remarkably vauefree It dso refletsadouble
Sandard. Itwould beunimeginableto advocatecancdling thelavsand
inditutions in a TNC home country thet protect worker sefety, water
quality, product sefety, pharmaceutical gandards, or theenvironmernt.

Nationd higtory holdsalesson here. Business cannot beexpected to
author its own regulation. Moreover, its requirements of government
ae inherently contradictory—wartting fresdom and protection & the
saretime Regulaionsin someformwill be nesded to maintain meture
and gable democratic intemndaiond economic rdaions Higtory shows
thet the proper debate should be on what kind of regulaions are
gopropriate, not whether they should exig & dl. It may have suited
shortterm TNC needs to try to diminate references to transnationd
corpordions in Agenda 21. But it may nat it them so wl in the
longer term. And it does nat diminish thair impact onthe environment
or ther poterttia contributionto economic devel opment.

In generd, ditizens groups and nongovernmenta organizationscal
for some leve of intemationd sandards For example, the NGO text
from Rio calsfor *democratic control of transnetional corporations >
There ae other supporters of a dearer datement on TNC
environmenta respongbilities. Governments adknowledge thet they
cannat create and maintain a regulatory system in their own country

thet istechnalogicaly and sdentificaly dynamic. Schdarshaveargued
that a ‘levd playing fidd’ requires a globdly condgtent st of
environmental normsand Sandards.

Conseguences of TNC SelfRegulation
An illudrdion of how important the definiion of sudanadle
development is to TNCs can be saen in indugtry's rgection of UN
proposas on corporate environmentd manegemeant. The UN has no
environmenta enforcement powers againg individua enterprises But
when UNCTC's Criteriafor Sustainable Devel opment waspublished,
it was heavily criticized by industry proponents of ‘sdf-regulation’.
There were vard ressons. Hrd, while some critaria were dreedy in
operation, others would reguire some corporatewide changes thet
they were disndined to meke Secondy, the ‘sf-regulation’
momentum could nat be advancad if the UN or ay other
intergovernmental body could be seen in the public eyeto be sting
expectationsfor internationd businessadtivities Theseprinciplesmight
lead some nationd governmentsto adopt laws and regulations basad
on thee recommendations Thirdly, ‘sdfreguaion’ would be
wegkened if it was understood thet corporations could not define for
themsdveswhat condtituted asustainably managed firm. Werefirmsto
be seen as unable to formulate sugtaineble manegement ariteria and
usng something produced by intergovernmentd bodies (or by
governments), it would srongly suggest thet they lacked even
rudmentary ‘sdf-regulatory’ capabilities

Ancther example is provided by the history of the passage of the
UNCTC Recommendations. . . on Transnational Corporations and
Suttainable Devdlopment. When it reached the Fourth Preparatory
Committee for UNCED in March 1992, mgor developad countries the
ICC, and the Business Coundil for Sudtaineble Developrrent launched
afrontd effort to avoid any reference to TNCs and ther potentid
contribution to sustaineble devel opment Some developing courtries
and NGOs cortinued to rase issues regading TNCs and
environmenta regponsibility during the Fourth Preparatory Committee
meding, tolitleavail 2

TNC leedarsresgted dl attempts mede by multilaterd orgenizetions
to table meaningful definitions of sudainable deveopment, and
ignored offerings from ditizens groups One could understand their
critidsm of the burdensome neture of internationdl regulationsif these
redly exiged or were being proposed. But there is not a body of
international conventions and agreements nor a s&t of agendes
monitaring  the implematation of coporae hedth, sy,
environmentd, and workers dandards The world does nat have
agendes with adminidrators who cdllet dandardized daa on
amissons There are no adminidrative judges who rule and fine for
violations of international Sandards Ingpectors
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The Recommendations of the Executive Director of UNCTC tothe
Pepaaoy Committee for UNCED aticlaed a swies of
intarrdated prindples regarding acoeptable internationd corporate
environmental behaviour. Amongst theprindpleswere:

Transnationd corporations should goply the highest practicable
prindples and standards for environmental protection equivaently
throughout eechfirm'sglobdl operations; conform to the provisons
of internationd and regiond environmenta standards; guidedines
and conventionsto the extent thet they are gpplicableto corporate
adtivities, even though not mandatory under netiondl/locd law; and
obsave dl nationd and locd lans and regulations, subject to the
overiding responghility to conform with regiond and internetiona
dandards.

Trangetiond  corporations  should  indude  environmenta
condderations in corporate acoounting and reporting in order to
rdae an entaprisesenvironmentd adivitiestoitsfinandd pogtion
and performance. Subsaquently firms should incorporate the full
environmental codtsinto the production of goods and servicesin
order to send theright Sgna sto producersand consumers.

Box 3. Selections from the recommendations of the
executive director of the UNCTC to the preparatory process
for UNCED

arenat gopointed internationdlly to visit operating plantsin devdoping
countries. In the absence of any regulaion, the battle is neverthdess
focused on preventing any—even aminimd sysem—from gaining
public acceptance.

There are some pogtive agpects of the sdf-regulaion approach.
Maog importartly, it is importartt to the lesders that they are not
embarassed by more Bhopd or Valdeztype public dissdes
Corporate “freefidas—those firms who bendfit from the lack of
internationd environmenta standards regulations but have not made
any sructurd changes themsdves—presant a difficult case They
cannat be ordered by other firms to teke environmenta protection
serioudy but they can prevent the public from developing a ‘green
imegefor TNCsingenard.

‘Sfregulation’ leeders ds0 have to make a convindng case to
indugtry for environmenta protection. They do this in a threepert
argument. The fird is built around treditiond rationdes for busness
adtivities; the second set is couched in defensive exterd tams™ and
the third is a joint gpped to governments to meke environmenta
protection profiteble

The traditiond argument is tha ‘environmenta protection’ isredly
good business. Thislineof gpproachisno different then, say, busness
conaultants recommending sreamlined manegement sysems as a
good busnesspractice Theenvironmentd versongenerdly hasthese
dams Good environmentd practiceswill leedto:

- new marketsandincreasad profitahility;

- diminished cogts of production through reduced purchases of raw
meteridsandinputs;

- increesed effidency of production throughinternd recyding; and

- reduced operating and maintenance cogtsthrough sandardization of
technologicd ¢andards.

The defensive gpproach sressssthe likdihood of externd ‘attack on
TNCstha could bedeflected or ddayed if firmsunderstand therdative
importance in the public mind of environmentd issues This line of
goproach is gmilar to Srategies adopted by domedic trade
asdaions sling their public afars services to their corporate
dientde The sudainable development verson tends to daim thet a
good programmecan

- avoidor postponedomesticand internationd regulations;

- minmizeasstsfromavil ligbility suits

. oounter publicaritidem; and

- protect consumer marketsfrom mediaexposéswhich can discourage
consumer purchasesand brandloyalty.

The joint goped to governments is rdated to the campaign for ‘sdf-
regulaion. Rather then maintain an enforcegble st of rules itisargued
thet governments should use the market to reward finencidly good
environmentd behaviour. Onthedomedticlevd, incantivesabove and
beyond legd requirements can be a powerful lever towards grester
levelsof environmentd protection and regiond economic growth. The
core concept is thet, with a bese st of enforcegble gandards and
regulaionsin placefor dl enterprises the sate could giveincentivesto
evironmentdly sound busness practices. It coud finance
upplementd environmenta activitiesby busnessenterprises. It could
induce spedid regiond investment programmes through a variety of
incentive programmes? This appedsto firms not currently committed
tosugtainabledeve opment. Thebendfitsof anincentivesysemonthe
intemationd levd might even be more luarative as there are no base
internationdl  evironmental dandards It is a potertidly large
expenditure of resources by governments without a guarantee from
firms to rdse ovadl ewironmentd paformance The goproach
finengdly rewads firms for doing ‘good’, but does not
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congrainthem (or others) whenthey dontt.

Despite its publicity through trade assodiaions and leading firms,
Hfregulaion has not gourred a trend towards improved TNC
evironmenta pafomance Mog TNCs méintain a ‘do-nothing’
goproach: comply with locd and nationd environmentd regulaions,
avatise environmentd concamns when  gopropriate, but  keep
paliticaly quiet on sustainebledevd opment.

Condructive corporate environmentd initiativesinvaveahandful of
firms The former UNCTC edimated thet there are now some 35000
TNCs. At the sametimethat over 1,000 firms sgned the ICC Chater,
only 650 atended the mgor indugtrid pre-conferenceto Rioand some
200 TNCs co-operated with the UNCTC in its Benchmark Corporate
Environmental Survey. Many of thesefirmswereinvalvedinonly one
mgor adivity in the glabd public corporate pdlicy arenafrom 1990 to
1992. Orneareadf improvemert, or ahandful of casestudies areusudly
dl that areditedin corporatedamstobe’ susanable’.

In practicg, the bes ‘ewironmentdly sound fims' are uni-
dmendond or limited in the soope of thar environmentd efforts
Progressiveavironmenta drategiesmeanthet a TNC hasssfeworker
protection rules or good products or good waste recyding or good
environmenta audits, but not a broad range of environmenta and
hedth and ssfety standards. The Benchmark Corporate Environment
Survey identified twentytwo aress which could require corporate
polidies for environmentd protection. The average respondent hed
publidy avaleblestatementsin only fivearess®

Frmsthat do recognize environmental issues often treat sugainable
devdopment as just another sodid issue thet reguires periodic
expressons of concern whileavoiding any negetive messsgeson the
ubject. A component of this Srategy isto establish agpeddized unit
on environmental manegament in ardativdy margind postion in the
globd sructureof thefirm. A third Srategy isto carve out assgment of
the growing green market, say green saving inindustrid recyding, and
edtendvey pubicze the firm's evironmentd concans Only avery
grdl minanty re-examine the dructures, markets, product mixes and
enginesring practices to take on board environmenta concarns This
could entall desgning a menagementt sydem that incoporates
environmentd change into the future growth of the main lines of
business. Even then, most corporations are reluctant to have these
changesaudited by externd cbsarversor by externd ariteria

When CERES rdegsed ther Valdez Principles (Snce ienamed the
CERES Rindples), they mede it deer thet information disdoaure was
going to be a the heart of the public debate CERES didributed a
Odtaled deta odlledtion fom to mgior firms which were interested in
becoming dgnetariesto their prindiples Thedatacollectionform asked

for informetion over a fiveyear peiod on such items as energy
fidency of production lines, waste production per unit of output, and
plans for future compliance with the Montred Protocol on ozone-
depleting chemicas In response to the Valdez data collection plans
and chdllenges to the veradity of corporate environmenta daims a
number of trade asociations have proposed thet quartifidble and
comparativeenvironmentd sandardsbedrafted by industry.

The tak is immensdy complicated. Does one only messure
‘emissons from aplant but not therate of useof ‘inputs’ fromnature
(for example naturd resources)? Does one messure only ‘popular’
emisgons like CO,, NOy, and SO,, but not gpedidist chemicd by-
products? Does one only meesure the environmentd impect of
manufacturing indudtriesand not congider theagriculturd and growing
savice industries? How does one assign vadues to the non-
manufacturing or mining use of naturd resources like soenic beauty
and hidlogicd diversty that ae generdly outside the frame of
contemporary  acoourting? With such  diverse  messurement
questions thetagk will takeagood dedl of technicd sudy and politica
effort.

Y et eventheeffort to definemessurableenvironmental Sandards has
causd difficulties for asgnificant number of TNCswho ‘committed
themsdvesto agreen world without making red changes throughout
thefirm. It dso causes difficulties for evironmenta corporate leeders
seeking to attract norrcommitted fims who now reesonably wonder
what will be asked of them to document if they ‘sign on’ to corporate
udtanabledevd opment campaigns

In soite of these cautions, the debate today comes down to who
should author disclosure standards—trade assodiations, individud
firms professond asocddions govenments adivids o a
combingtion of the above; and who should carry out the audits—the
firm itsef, edtamd examiners or the govemment. The precedant from
the corporate acoounting world is that the Sate sets the basic ground
rues and dlows speddized professond bodies like the Finendd
Advisory Standards Board (FASB) in the USA, to draft detalled rules
of accounting and reporting. Inthe environmentd fidd, thereisnot yet
arecognized body with the cgpadity to take on thistask and command
respect from the industry, government, and the generd public. With
regard to veification of deta, the ‘sdfregulaion’ advocates generdly
oppose ‘extard’ audits, which generaly meen audits by independent
corporate savice firms The tension, then, is between the nead for
publidy rdigble deta and the anxiety that a professond body might
undertakevarification of environmentaly oriented deta?

Preoccupation with  sdf-messrement of  environmental
impacts and proveble assations to be a good ‘grea
etaprice leaves litle atention on the messurement of the
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other side of augtainable devdopment, the development componert.
To ddae no trade asoddion has recommended formulating
compardive Sandardsto assessthe sodia and economic devel opment
impactsand bendfitsof commerdid adtivity.

Who Pays For Environmental Resource Extraction and
Depletion”?
In eddition to the arguments regarding the disdosure of informetion,
the most complex argument afedting the debete on TNCs ad
udainable devdopment is the indusion of environmenta cods in
oveadl production cods or, more generdly, the intermdization of
environmentd cogs

There is genard agreement that environmenta costs need to be
intemdized. In nontechnicad languege, the economic impects of
business on the environment has higtoricaly been left out of thefirm's
cogts of production. The cogtsof deening upwaste, for example, were
previoudy passed on to the community. Now it is expected thet these
and other environmenta cogtsaremadeinternd tothefirm'sproduction
accounting. This view gopears in—aor is assumed by—every mgor
policy statement on the economy and the environment by industry
asociaions, developed-country governments, and UN agendies But
there is no agreement on how thet should happen while maintaining
the current competitive sructures of the market system. Proponents of
the free market vodferoudy assert thet the merket can teke care of the
problem, without adknowledging that themerket hesnotdonesointhe
past. What ismissing isan agreament on the methods needed to* alter’
themarket without undermining theindependence of themarket-place

Objedtivdy thae is a saies of mgor avenues usng maket
mechanigmsthet caninterndizecods Theeare

- an efective, enforced regulaory system that sats cods for
previoudy free goods (land damaged by wadte digposd isgiven a
deanup cos);

- aavil ligbility sysem thet ‘punishes’ firmsexecutives for not teking
cae of hedth, sfety, and the environment (for example, hedth
damegesarepaid by thepdlluter);

. acorporate accounting system thet reflects'redl’ environmenta costs
during the internd decisonmeking process (for example, recyding
cogtsareindudedin budget forecests);

- an ecodabdling system that encourages consumers to meke
purchases on the basis of the product's environmenta impect (so
that consumer purchasing choices could pendize unecogptable
environmentd busnessdecisons);

- anaiona tax sysem based on the use of naturd resources rather
than onincomeflows (taxescould becharged on the consumption

of norrrenewebleresourcesrather then onincomeflows);

- amandated reguirement that manufacturers have arespongibility for
their products full lifecyde uses (for example, codts for a public
recydingplanarepaidfor by themanufacturer); and

- anendto government programmesthat underprice naturd resources
and therefore encourage ther overuse or misuse (costs for soil

depletion arenot subsdizedby agricultura programmes).

With the exception of the lagt item, these proposds are frequently
aitidzed even by the corporae environmentd leedership as
uneccepteble on other economic and palitical grounds It is often
difficult to haveagood assessment of these mechanismsbecausethey
dealy have dgnificart short-term codts and generdly can resut in
unpredictable consaguences for individud firms and sectors The
business community wants to incorporate a shere of environmenta
cots—0 as to egudize the corporate burden on a sound
evironmentd pricdng sysem—but wishes to avoid the associated
ideologica cogtsthat could beused toincorporate environmenta cogts
intothepriceof goods

The currentt deedlodk, then, is thet usng market Sgnds to convey
environment and devel opment cogtsiswell acoepted, but the ecific
avalable mechaniams ae gengrdly soomed as unworkable or
impradtical. This dilemma neads to be faced. Either the market is sf-
correcting with sdfregulation and sdlf-reporting, or some Sgnificant
externd intervention by the date, by consumers or by workers needs
to teke place to prompt the intemidization of environmenta and neturd
resourcespricesinto thecost of production.

Conclusion

The confrontation of issues around the theme of corporae
responsihility raised in the preperation for the UNCED will continuefor
agood number of years The bettle for adefinition of an acoepteble
internationd corporate behaviour and the precision of standards for
environmentd disdosurewill continuelargdy inthemedia, inlegidative
bodies and in court systems. The beattleground on aminimum st of
intemationd environmentd regulaions after Rio will shift primaily to
fora drafting the protocdls to the dimate, biodiversty, and wadte
conventions, and to campaigns by sustainable development NGOs
besad on thear Rio agreaments. Effortsto increase voluntary corporate
internationd environmenta manegement practicesand systemswill be
reflected inincreesad managament saminars, training of environmenta
auditors, and spedidized trede media, and in the further exposss
by joundigs and NGOs in devdoping countries
Inra-corporate leedership bettles will be reshaped in light of the
post-Rio inditutiona discussons a the UN
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andtheindividud assessmentswithintheindudtrid assodidionsof the
durability of publicinterestin sugtainabledeved opmert.

Folowing the drudure of isues rased in UNCTCs
Recommendations . . . on Transational Corporations and
Sudainable Devd opment, one can dso expect further devd opments
in the methods for globd corporate management of large industrid
eterprisss and in theeffort to minimize risk and hezard from products
processes and sarvicesfrom themanufacturing, mining, and consumer
stos One can dso expet tha environmentadly sounder
conaumption patterns will be supported by a broeder range of
corporate productsand services What isnot so dear isthetime-scde
for these changes or the extent of thar implementation by dl
internationd  investors and technology suppliers It does seam,
however, that efforts for greeter use of full-cost environmentd pricing
and accounting, and for gregter acogptance of internationd tandards
aeleslikdy inthenear future

With such asgnificant share of world investment and technology
resourceinvalving TNCs, thereremainsacompdling needto addressa
range of issues rdated to the environmentdl adtivities of these firms
From aUN pergoettiveit is of course, best if thiswere done through
negotistion and consensushuildng invaving dl the mgor
sakeholdersin the process Over the coming years public reection to
future* Bhopa-events’ may create opportunitiesfor enhaenced atention
to the generd pratices of internationd investment and technology
acquistion. Individud governmentd bodies, particulaly the EU, may
undertake effortsthet encourage TNCsto become stronger advocates
of amoreevenintemnationd environmentd playingfidd. Itisressongdle
to expect thet some of the contradiictions in the current debate, for
examnple the now recognized nesd for intemaiondly recognized,
quentifisle meearements of environmental impact, could open
avenuesfor abroader recondderation of avariety of environmenta and
devdopment practicesof TNCs

Furthermore, asthe pos-Rio processgartsto gan momentum, some
of the prindiples and tasks articulated in Agenda 21 could rase the
ovedl levd of environmental commitment and discusson in the
corporate world. While the highwvishility opportunity of the Rio
conference for amgor new bregkthrough waslog, other internationa
forumsmay dlow moreincrementa devd opmentsonthesethemes

Annex. Review of Agenda 21 on TNC+elated issues

This Review wes producad by the UN Centre on Trangnational Corpordionsin a
documeant, Fdlomup to the United Nations Conference on Environment and
Devdopmatt as Rdated to Transational Corporations Report of the Ssoretary
Generd to the Commmission on Trangnational Corporations April 1993 (E/C.
10/1993/14). It organizes the rdevant dementsof Agenda 21 under themetic
caegaries esablished in the UNCTC document: Transnational Corporationsand
Sdainable Devdopment Recommenddtions of the Executive Director
(B/C10/1992/2).

A. Agenda 21 dates thet transnational corporationsdong with other
industrid actorsshould:

inthearea of global corporateenvironmental menagement

1. introduce palides and commitments to adopt equivaent or not less dringent
sandards of operation asin thecountry of origin;

2. recognize environmettd managamat es among the highet corporate
prioritiesand esakey determinent to sudtainable deve opment;

3. be exouaged to etddish woldwide coporate polides on sudanddle
devdopmet;

4. ensrerepondbleand ethicd manegament of processesfromthepoint of view
of hedth, sefety, and environmentd aspedts

5. edablish evironmatd manegemet sydems induding  environmenta
auditing of production or digiribution sites;

6. strerglhenpatnersimstomnemmepnmnesmdcntmaforasarme
developmem

7. have a edd rde ad interest in promating co-operation in technology
tfrander and in hilding atrained human resource podl and infrasrudiure in host
oountries

8. dharethar environmentd management exparienceswith thelocd authorities
nationd governments and intemetiond organizations

9. report annudly on their evironmental record aswl as on their use of energy
and naturdl resources;

inthearea of evironmentally sound production and consunpiion petterns

10. play amgor rdle in redudng impects on resource use and the environment
through more effident production processes, preventive draegies deaner
production technalogies, and proceduresthroughout the product life-cydes

11. integrate deener production gpproeches into the design of produdts and
menagement practices

12, arange for evironmentaly sound techndlogies to be avalable to filiates in
developing countries

13, increase ressarch and development of environmentally sound technalogiesand
avironmetd manegemat sydems in odlaboration  with  acedemia,
entifidengineaing esteblishments andindigenouspeoples

14. edablish deen production demondration projectsnetworks by sector and by
oountry;

15. integrate desngr produdion prindples and cae dudies into traning
programmes and organize environmentd traning programmes for the private
sector and other groupsin devd oping countries

16. consder edablishing eviroomentd patnership schemes with smdl- and
medum-9zed entaprises

inthearea of riskand hazard minimization:

17. undertake research into the phase-out of thase processes thet pose the grestest
environmeantd risk besed on thehezardouswadtes generated;

18. encourage dfiliates to modify proosdures in order to reflect locd ecdlogical
conditions;
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19. provide data for substances produced thet are nesded pedificaly for the
asessment of potentid risksto human hedth and theenvironmentt;

20. devdop emergency response proosdures and onkste and off-Ste emergency
responseplans

21. gply a ‘reponsible care gpproach to chemicd products; taking into account
thetotd life-cydeof such produds

22. be trangparent in their operations and provide rdevant information to the
community thet might be afected by the generation and menagement of
hezadouswedte

23. adopt, on avoluntary besis, community right-to-know programmes besed on
intemationd  guide-lines induding sharing informdtion on the causes of
aodidentd rdessssor potentia rdesses and themeansto prevent them;

24. make avalable to governments the informetion necessry to mantain
inventories of hezardous wedtes, trestment/digposal Sites, contamineted Stesthet
requirerehghilitetion, and information on exposureand risks

25. report annudly on routine emissons of toxic chemicds to the environment
evenintheaasenceof hogt country requirements;

26. phaseout, where gopropriate, and dispose of any banned chamicdsthat areiill
ingodk or inuse, inan evironmentaly sound manner;

inthearea of full-cost evironmental accounting:

27. be invited to patidpete & the intemationd levd in asessing the prectica
implementetion of moving towards grester rdiance on priang syseams that
intemdizeenvironmentd cods

28. co-operae in deveoping methodologies for the vauetion of non-marketed
naturd resouross and the standardizetion of detacollection;

29. work towads the devdopmet and implementation of conogpts and
methodadlogies for the intemdlization of environmental costs into accounting
and pidng mechenisms,

30. work with governments to identify and implement an gppropriate mix of
eoonomic indruments and nomitive megsures Such &s laws legidation, and
dandads

inthearea of enronmantal conventions, sandardsand guidelines
31 devdop an intamationdly agreedtupon code of prindplesfor the management
of tradein chemicals

inthearea of pog-UNCED falloaup:
32. befull patidpantsin theimplementation and eveluation of adtivities related to
Agenda21.

B. Further, Agenda 21 dates thet transnational corporationsand other
coporate actors should co-oparate with Govenments and  intemetiond
organizationswhichareasked to:

inthearea of evironmental conventions, sandards, and guidelines

1 oonsider adopting palidies besed on acogpted producers ligility prindplesaswell
& precationay, antidpatory, and lifecyde gpproaches to chemicd
manegement, covering manufactunng, trede, trangport, use, and digposd,;

2. adopt regulaory and nonrregulatory meeares to identify and minimize
exposuretotoxic chemicasby replading themwith lesstoxic subdtitutes

3. phase out those chamicdsthat pose unreasoneble and atharwise unmanagesble
risksand those that aretoxic, perdstent, and bio-acoumulaive, theuseof which
cannat beadeguatdy controlled;

4. devdop guide-lines and polides for menufedturers importers, and athers to
dgdoe toxidty informetion dedaing risks ad emegaxy reponse
arangaments

5. co-gpade in devdoping guide-lines on public communications on chamica
risks

6. co-operae in developing common ariteria to determine which chemicds are
suiteble candidetesfor concerted risk -redudtion edtivities

inthearea of riskand hazard minimization:

7. undertake conoarted adtivities to reduce risks from toxic chemicdls teking into
acoount theentirelife-cydedf thechemicas

8. minimize or diminate as far as feasble risks from the orage of outdeted
demicds

9. devdop procadures for monitoring the gpplication d the ‘cadeto-gave
goproach, induding evironmentd audits

10. genaraethedatanecessary for hezard assessmant of toxic chemicals

11. promote mechanismsto increese colleboration in risk assessmant of chemicals
and rdated proceses

12. give high priority to hazard essessment of chemicds thet is of their intringic
propatiesasthe gopropriate bessfor ik assessment;

13. launch a project on the harmonization of dasdficetion of chemicds and
competible labdling sysems for chemicdsusing dl doffidd UN languegesand
picograms

14. prepareaninventory of hezardous-weste produdion Stes

inthearea of global corporateevironmental menagemant:

15, conduct environmental audits of exiging indugtriesto improvein-plant regimes
for themanegement of hezardouswadtes

16. improve databeses and infomdion sygems on taxic chamicds such &s
emissoninventory programmes;

17. edablish a technicd exchange programme to produce a core of trained
personnd with eech participeting country; and

18. eddblish technicd co-operation with, and provide information to developing
countries expedialy thosewith ashortage of technicd expartise
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