BUSINESS

Module 1: Introduction

This Green Growith path
will familiarize participants with concepis
for greening business by infroducing
a system of incenlives, economic mechonisms
and appropriate policies and regulations.

hat is @
Green Business?

Gra‘:ﬂ."ng business and markets is one of the five paths of the Green
Growth approach. By introducing legislotion and encouraging
companies to pursue the greening of their business practices
governments can significantly contribute to the ochievement of the
Millennium Development Goals (MDGs). porticulary in regards fo
paverty alleviation (goal 1) and to environmental sustainability (goal 7).

Green businesses are defined as enterprises which consider
environmental protection as an essential component of their lcnghﬂ'n
business objectives, both by promoting ecologically efficient (eco-
efficient) production activities and by marketing sustainable products
ond services. Almost all businesses have the polential for improvements
both in efficiency and resource use, spurring greater environmental
sustainability while reducing costs and maximising profits. By adopling
a whole-sysiems approoch to improvements in their business procfices
companies, both furge ond small, can make substantial savings,
ultimately improving their compefitiveness in markels ot home and
abroad.




It is now becoming imperafive for governments across the region fo
institute legislation and polices fo encourage the greening of businesses.
Resource scorcily, climate change and population growth pressures are
compounding existing challenges to economic growth and povedy
alleviation. The questions posed by the recent financial crisis highlight
the pressures governments across the region face, nnme]y; how can
businesses homess eco-efficiency as a driver of economic growth and
environmental s.us.rnim::b'rhl':,r and how can environment and eco-
efficiency be presented as a business opportunity, rather than an exira
burden and cost?

Need for Greening Business

in Asia and the Pacific:

The current economic syslem is being driven by the strive for economic
efficiency in the use of resources, based on o market price that does
not reflect the hull cosk of the processing of inpuks (e.g. notural
resources) and outputs (e.g. wastes, effluents, and emissions). Thus,
there is @ need to pursue ecological efficiency by intemdlizing the
ecological costs of the use of natural resources into the prices of goods,
making them subject to the workings of the market forces.

As long as the environmentol and social costs remain ocutside the
workings of maorket fronsactions, then economic distortions that have
pushed the Earth into an ecological deficit will persist. As the eclogical
deficit confinues to deepen, the frequency and intensity of natural
disasters have the potential to increase.
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This vicious circle could be reversed by adopting the eco-efficiency
principle in the economic processes. This siralegy does nol require
huge addifional costs and funding, since choosing, for example @ more
ecologically efficient mode of transport, such as railways, is going o
bring acbout greater economic efficiency. This will cost less in the
medium ond lnng—h:rm and will reduce congeshions costs, which in
some mega-cities reach o considercble percenioge of the GDP.

At this junchure, there is great potential for the economies of the region
to move away from the pursuit of the ever increasing quantity of
economic growth and fo focus effors on improving the quality of
economic growth. The past axiom of 'grow now - clean up later' is no
longer an option.

Mulfinational Corperations (MNCs) as well os small and medium
enterprises (SMEs) will have to improve the efficiency of their business
practices, if they wish fo remain competitive in the fulure. Governments
must toke the lead and encourage the greening of business throughout
all levels of the economy, in order to 1) create an enabling
environment for more green jobs, 2) support new markets for
susiginable products, and 3) fo reduce environmental degradation
coused by business activities.

In Asia and the Pacilic, business sustainability strategies are developing
primarily due fo pressures resulfing from government policies, corporate
image concemns and increased manogement awareness, as well as
media pressure rather thon consumer or non-governmental arganization
(NGO) pressures. One report notes that “corporate social responsibility
is developing ot an unprecedented speed in China" resulfing in 18
reports published in 2004,

Greening business will involve mulliple stakeholders as well as the
business community. The odive cooperation of local communities and
civil sociely - homessing support through public awareness eampaigns
- con foster more inclusive economic and social development based on
local knmv]adg-& and fradifional livelihoods.
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Reinvestment into Human and Natural Capital

Matural capital is both ecosstem goods (raw materials) that
enferprises tronsform info value for humanity everyday (frees,
fish. agriculural products, water and minerals) coupled with
scosystern services that make the Earth habitable; including
cleansing the water and air, pollinating agricultural crops
and storing nutrients in sails.
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From the government perspective reinvesting in human and ey
natural copital is o crucial public policy strategy for

ensuring sustained prosperity and well being. Sustainable
consumption and production pracices provide the foundafion for

new competiive business models, which are essenfial for sustainable
development and long-term profitability.

Social Capital

Sustainability for a businessperson has two meanings, both of which
are importont for the business in order to add shareholder/owner
valve and social volue. The first meaning of "suskainability is the
traditional one: that the business-as-usual can endure over time. It is
the desire of every business owner that the business is healthy, growing
and enduring. This requires sustained competence in business basics:
the global competitiveness of products and services, human productivity,
sufficient capitalization and cash-flow management. A second meaning
is the alignment of business operations with the sustainable
development principle of net impoverishing the next generation by
destroying social, human or natural capitol.

Poss]bh:—a. Measures F_or the
Greening of Business

ramsform inko volve for

Human Copitat Refers o
the copabiliies of an
individual, o group el
knowledge. Iraining  and
thills thot coniribuin jo Sweir
leval of produchivity.




In this light, noturol capital and social copitol ore closely related, and
policies that build or destroy one often build or destroy the other as
well, especially in the long run. Building and preserving social copital,
as well as human caopital (that is, people's skills and education and
family stability/health), not only cllow people to prosper or at least
survive, but also allow people to invest in natural capital rather than
simply consume it.

The current copitalistic model in Asia and the Pacific region is designed
around exports. Countries invested heavily in production, and as
foreign reserves began fo increase, further capital wos invested fowards
improving production capabiliies. Now, as demand is falling, the time
has come fo begin fo reinvesting more heavily in natural and social
capital. It is up to governments to support this reinvestment by
correcting price signals o the market. Green fax and budget reform,
in combination with other complimentary policy mixes, can provide
governments with the fools fo do so.

These modules will highlight various pelicy tools and guide users on
how to apply them within in their respective countries.  Utilizing these
policy insiruments can work to fosler the greening of business, resulfing
in new business opportunities, green job creation, while simultaneously
protecting the environment.
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o Objectives of the module: to familiarize participants with the
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Module 2:
The Whole Systems Approach

towards Greening Business

whole systems approach lowards sustainable consumplion and
production lo enhance the competiliveness of companies.

The competitive advantages of sustainability accrue through the greater
efficiency of energy and materials, but equally, if not more so, from
enhanced lobour productivity. The whole systems approach con be
defined as a Wy of viewing all parts of a syshem or prooess at once
and analyzing how they interoct and feed into each other. It is an
approach fo problem solving that views problems as parts of an overall
system, rather thon focusing on just one area. This holisfic view
encompasses all aspects of a system or process and can encourage
creafive and innovative solutions to individual problems.

This Module is arranged into three Subsections:
© Resource produdiivity and eco-efficiency
© Human productivity and culture
© Comporate social responsibility

Key Concepts:

) Eco-efficiency
Energy productivity

) 8
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© Sustainable agriculture
© Material productivity
© Biomimicry

O

Human productivity




Moatural copital is both the ecosystem goods (raw materials) that enterprises
transform into value for humanity n-rarydu}r {trees, Fish, ugrim|h.|m| pmdlm.
woter and minerals), and the equally and perhaps more important ecosystem
services that make Earth hobitable by stabilizing the global climate, cleansing
water and air, pollinating agricultural crops, storing nutrients in soils, and
supporting spiritval values, cultures and recreation. Transforming business
praclices fo restore, rather than desiroy, investment in natural capitel is o
crifical public policy strategy for susiained prosperity. Great opportunity lies in
the sustuinable production and consumption by nations and their enferprises,
so that they can sustain economic growth while simulianecusly prevent further
environmental degradation.

In the confext of improving the efficiency of how a product or service is
created this opprooch can help identify areas of waostoge of resources and
needed improvements which will facilitate the shift towards greening business.

" Resource productivity and eco-efficiency

¥

Ressurce productivity, a component of eco-efficiency, is fundamentdl o
greening business. If the production processes use fewer materials and less
energy and waler fo produce the same amount of output, then in today's
context of volatile energy and commodity prices the companies will be more
resilient to change and therefore competitive. Eco-efficiency concepts should
be applied to nafional, economy-wide development planning to de-link
economic growth from negative environmental impacts and to improve the
sustainability of economic growth patterns.

Critical aspects of eco-efficiency ore:

© Reduction in the material infensity of goods or services;
© Reduction in the energy intensity of goods or services:
© Reduced dispersion of toxic materials:

Rmwource  Froduclivity: © !W use of "“':}":E"'Ei

invohes mecximiving  the € Minimization of wastes and by-producis;
PEryICE Bl{hu:: 2:::1 E:- © Maximum use of renewable TEarOe;
chinined from the 1sa of © Greater durability of products;
a given quantity  of iy v s
© Increased service intensity of goods and services.

Resource productivity strategies used in or suggested for Asia-Pacific include:
Energy productivity

Governments con promofe energy productivity through o variety of policy
instruments. Market-based instruments (MBI) — such as broad-based energy
and carbon faxes, auctionable cap-and-trade permit systems, and subsidies to
incentivize the use or development of energy-efficient products and
producfion processes— con work fo this end. Command and conirel policies,
for inslonce regulatory requirements for building energy cerification and
elecirical-product lobelling schemes, are excellent complimentary measures
that can bundled with MBIs into a single instrument mix o oddress issues of
Energy prndu:hwfy




The greater use of renewcble energy sources should be fostered
through increased govemmental support towards eco-efficient building
and transporiation system designs. Specifically, this should indude
government support for distributed energy systems, independent power
production and sustainable building designs.

Mepal provides a good example with its subsidy pockege for
renewable energy sources, which was developed in 2006, and includes
{a) business tax exemptions, (b) subsidies for micro-hydro development,
especially when part of integrated watershed management
programmes, (c) subsidies for the home installation of phetoveltaic (PV)
electrical systems and efficient coocking sioves and (d) support for
biogas projects (capturing energy from decomposing organic matter).

Sustainable agriculture/silviculture

This can be supported by rewording. vio fiscal policy, procurement
processes that wse the ISO 26000 social responsibility guidelines
mgarding social confracts, ﬁpﬂcuﬂl}' in rural areas. Support can also
be provided to develop sustoinable agricullure cooperatives, such as the
Health Promotion Fund and other community-supporied agriculiure
ventures. Like all business development stralegies, whole-systems
opproaches that assist small sustoinable forms can be supported by
consumer education, pricing policies and marketing support and
relevant cedification systems. Ancther new q:npiwd1 o ugriculh.lm in
Thailand is Community Supporfed Agriculture (CSA). Local farmers are
suppm‘tad fo pmdme organic food in amlogmﬂy sound ugriu.ﬂh.lrn
systems and the consumers, as pariners who invest in advance, share
in the costs of production, harvest and underwrite crop failures. The
benefits to consumers are access o safe, uncontominated food, not
infected by pesticides and less transport costs as food is grown locally.
It olso helps to build strong fies between the community and the Siviculiorari Retacs 1o

enhonced forestry

farmers. manogemen! systami of

growing ond  cullivating
brees.

Material productivity

Increasing material productivity usually begins with the development of
zero waste sirategies. The implementation of such strategies can be
supported by fiscal policy. in order to focilitate investments in
developing material-use efficiency and recycling systems. Institutions also
play @ role in the provision of Iraining/education to both businesses
and consumers. The reward, on the business side, is a reduction in the
costs of row materials for menufacturing ond waste disposal. Recent
developments ot Fuji Xerox in Japan have encbled them to produce
products with zero londfill consequences and which are 99.97%
recyclable. They have changed the design of the component parts to
enable everything to be used ogain. Their main objective was to lower
the environmental impact of @ product ofter it had reached the end of
its life-cycle. They have also established networks to collect old products
and to recycle them back into the production process.
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Eco-industrial development and circular economy systems

Placing complementory industries in close proximity con produce considerable
cost reductions for all parficipants, becouse they con encourage the use of waste
from one industrial operation/eco-industrial park as row materiols for another.
However, such eco-industrial parks con be difficult to establish and therefore
deserve parficular public policy attention. One such park has been built by MAS
Holdings in Sri Lanka to produce textiles for a British department store. Apart
from creoting employment for women and men, they also aim to 1) become
completely carbon neutral, 2) reduce energy use by 25 per cent and waste in
the production process by 20 per cent, 3) maximize the use of renewables, and
4) institute environmentally sushainoble woste management. These cost savings
Siomimicry: As dafined can then be passed on to companies who choose 1o locate within the park.

by ‘the Biamimicey
Inatitube, "is o now

ol o Biomimicry-based design and production
then imilates theie

desigra ood- proceusss. 1o This leading-edge proctice can be facilitated by linking biclogical and chemical
e e pecar. scientists with company engineers through systems such as that developed by the
Biomimicry Guild in the US. In oddifion, increased biomimicry research at
universifies or Government research institutes can help a nation's businesses gain
technologicol advantoge over out dated 'business-as-usual' companies.




Human productivity and culture

The social networks that facilitate sustainable business health are
rapidly growing ond are confinually enhanced by public and private
institufions such as the Banglodeshi Grameen Bank, NGO parinerships,
and sustainability- oriented public progrommes that odminister soft
loans and microfinancing to the rural polulation. These provide the
Asian and Paocific region with substonfiol opporfunities to synergize
poverty reduction and environmental protection efforts. There has never
been @ better time for public policy manogers to bring the magic of
sustainable business prosperity to their stakeholders.

A sustainable company ccquires human predudivity and  culturcl
udmnhgm because the company’s core volues do not differ from
those of its employess for sustuincble economic prosperity. In other
words, nobody wishes fo leave the next generafion worse off than the
present one ond pecple will be more motivated to work for
organizations that support this. The 2007 Tandberg survey (of more
than 16,000 people in 15 countries) found that globally 80 per cent of
workers would prefer to work for companies with a "good reputation
for environmental rﬁpuniib”il'_r'. with Australia and China in the top 4
countries at more than 84 per cent.

Human productivily strategies used in or suggested for the Asion and
Pacific region include:

Worker family support, and individual and fomily health and safely:
These strategies include fomily core leave, wellness support, and
offordable and healthy housing support. They also include workplace
safety: such os zero injury and/or accident strategies that have been
embroced by leading sustainability performance companies such as
Vedior NV. and DuPonl,

Training/education progrommes for workers and their fomilies:

To develop o more skilled work force, governments con implement
policies and reward progrommes o reduce costs for adult education
ond troining. As a result, o more skilled workforce will be oble fo
serve the needs of diverse indusiries, as well as current mplo}fars.
For example, in the Republic of Korea Yuhan-Kimberly has increased its
suppert for lifelong leaming for employees from 54 fo over 300 hours
per year since 1998. The in-house "leaming cafeteria” of courses for
knowledge workers is mode up of 60% technical ond vocotional
training and 40% social and leadership training. Governments con also
ensure odequate support for distance leaming opportunifies for cifizens,
such os the College of Internet Distonce Education of Assumption
University in Thailand.




Sustainable production and consumption training/education: This supports
sustainable economic development and enhances the competitive advantoge
of businesses. Governments can support non-profit sustainable consumption
education organizations such os the 15O Commitiee on Consumer Policy that
is based in Geneva with ocfivities in 99 counfies. Such consumer policy
inifiatives can involve the consumers octively in stondards setting and
promotion of companies that confribute to more community social and
environmental progress.

Other important incentives for the more equitable treatment of workers
include policy or taxation support for (o) employee ownership. (b) avoiding
excessively high or excessively low compensation, (c) financial rewards for
outstanding design through longerm royalfies 1o designers (for example,
building designers) whose designs exceed current standards and (d) service
leases by businesses such that faxation is less when the manufacturer
— maintains ownership throughout the product's life cycle. This "service-leasing
; strategy (also known as the solutions economy) stimulates sustainability
4 performance because the manufacturer must pay for the operational and
disposal costs of their products, which is a strong incentive for greener
design.

Corporate social responsibility

Corporate responsibility hos evolved fo encomposs accountobility of o
company's sustainability performance, now referred to os coqporale sociol
responsibiliny (CSR). Gevernments have an interest in prometing corporate
responsibility because it is key to sustoined competitiveness in o globalizing
EConomy, where increased occess to informaton may require companies lo
maintain o good social and environmental track record.

Corporate social responsibility strategies used in or suggested for Asio-

Corporole Saocial Pacific include:

Respernibilty (CSHE Frivoe

yoclor responaibility for i - . )

busingss's impaet on the Transparency of business policies and ethics in business,

zmm'-'““‘“— Full information disclosure for consumers is o basic economic tenet of
successiul markets. Ways fo put this inlo proctice include the public posting

of employee/owner compensation, resource use, sustainability performance

reporfing and requiring privately held enterprises to publicly report their

results in the same detail as publicly owned firms. In addition, the Carbon

Disclosure project is on independent NGO, which collects the data on

companies' carbon dioxide emissions. Moreover, many insfituionalized

investors are now demanding this kind of information before investing in

companies.

Sustainability-based capitalization.

Investors and lenders often demand financial requirements from businesses
that frequently influence the adoption of a short-tlerm focus, rather than long-
term strategic investments in  sustoinability-based competitiveness.
Governments, parficularly ministries of finance, need to examine lending and




business concepts and strategies can be dave[uped thrm.pgh
partnerships. An example is the work of the Association of
Development Financing Insfitufions in Asia and the Pacific, which
engages national financial regulatory bodies for the development of
"green financial products” that support the creation and growth of

sustoinable (green) businesses.

Review Questions

1. What is nafumal capifal?
2. Whot benefits can be gained from material productivity?
3. How can the whole systems |'.'Ir'.~|r?rmr|"| be beter communicated o business

-
DWNHers !

Further reading:

Prahalod. C K. The forune at the bottom of the pyramid Wharton School
Publishing, MY, 2004

Hargroves, K. & Smith M., The Natural Advaniage of Nations, Earthscan, london
2005

Hawken, P, lovins A. and lovins, L H. Natural Copilalism: Crealing the next
indusirial revolution, Little, Brown and Company, NY, 1999

Harvard Business Review, Harvard Business Review on Green Business Stralegy,

Harvard Business Publishing, 2007




Module 3:

The Role of Government

in Greening Business

Objectives of the module: o identify the policies and
strategies available for governments to make the
Greening of Business an integral component of
economic and social development

This module will introduce government policies and proctices that can be
used fo strengthen exisfing green businesses, introduce new market reforms
and help foster the transifion fowards sustainable companies.

This Module is arranged into five Subsections:
© Government Policies and Programmes
© Infegrafing Greening Business info Development Planning
© Insfitutional Mechanisms
© Greening Small and Medium Enterprises (SMEs)
© Awareness, Education and Knowledge Management

Key Concepts:
© Business Sustainability
2 Green Public Procurement
© Environmentally Sound Technologies (EST transfer)
9 Green Innovation
9 Green SMEs
© Education and Knowledge Management

Green businesses are companies that confribute to a socially equitable and
ecologically sustoinable economy. Achieving ecologically efficient (eco-
efficient) economic grewth means rethinking the opproach to maneging
environmental issues. Governments need to oddress how eco-efficiency con
be hamessad as a driver for environmentally sustainable economic growth —
Green Growth — and how environmental protection and ecological efficiency




can be presented as o driver of new business opportunities, rather than o
burden and additional cost. The development of new business models and
green markets can help identify opportunities for new industries and growth
sectors redefining comparative advantoges and encouraging further economic
development. Consequently, one of the key overarching objectives of
greening businesses is fo ensure that the benefits of economic growth will be
enhanced through sound and rational policies for the overall improvement in
the quality of life of all the people in the region.

The key concepts highlighted in this module will aftempt to address
government interventions for developing a sustuinable low carbon economy
through the prometion and support of green business proctices.

Government policies and programmes
By inifiating an assessment of exisfing business trends and policies the
government can begin to integrale green business practices info
national economic development planning. The government can
recognize eco-efficiency os o primary objective of economic growth
and formulate a nafienal road map towards integrating environmental
sustainability info business practices.

Once the government road map has been finalized for greening the
country's economy, existing public policies need fo be studied and
analyzed to examine their effectiveness. Any policies found to be
contracbiciory shookl e -eliminciedt, Mew policy: diciing: shotld: b
effectively arficulated to the business comunity. This may be achieved
with the assistance of vorious business networks and associations.
Furthermore, odopling public education campaigns can work fo raise
awareness and gamer political acceptanca.

Challenges
All orgonizations (for-profit businesses, non-profit enferprises and

governments) face common challenges in implementing green
business/sustainability strafegies.
These challenges con be summarized as follows:

© Integrating  sustainability concerns  (long-term  social and
environmental responsibility) with mmuefpmﬁt goals and short-
term financial challenges;

© Making "suskainability perfformance” everybody's job;

© Allocating the capital for both short-term (oftlen "baby-step® and/
or symbolic) successes and long-tlerm sustainability performance
investments;

© Crealing an orgonizational culture that embroces and reinforces




sustainability values - usually within a socio-economic environment
that has not done so;
© Convincing shareholders and other imporfant stokeholders,
including employees, that sustainability strategies are crifical for the
organization's future and are based on sound scientific/economic
assessments of the future rather than a passing fod:
© Expanding sustainability strolegies beyond operafions under its
direct control 1o the entire volue chain;
© Creating sustainability manegement systems that odd more value
. _*H'H_:n their costs of development and implementation (often including
£ hird-party auditors)

These proctices are often consirained by poor economic, institutional and
legislative infrastruciure (for example, inflexible regulatory systems not ottuned
to support susiainable business strategies).

Integrating green business into development planning

Government development policies focusing on poverty reduction can use
greening business as an opportunily to create more employment epportunities
Farﬂﬂpuurundbampmrwﬂmhpmﬁdpuhinﬂmmw's
economic and sociol development agenda. A paradigm shift is needed to
synergize economic growth with environmental sustainability that will
encouraoge more job opportunities (in the form of green jobs) for local
people by infroducing sustoinable development proctices.

Renewable energy morkets for exaomple ore expanding ond have great
potential to develop poor and remote rural communities in many developing
countries. The major challenges are fo develop the technologies and diffuse
them ot the grassroots level, For example, once Photovolioic solar panels (PY
panels) or wind turbines are installed, by either the government or by private
ogencies in the remofe villages, they need to be mainfained and repaired by
local technicions. The govemment con provide technical education and
training to local people to mainloin the renewoble energy devices, and
through thet. provide more opportunities for employment. Similarly, prometing
rural and cottage industries by modernizing them with the latest technologies
and business development proctices can promole these low carbon emitting
industries to grow and create business opportunities in the rural areas.

Fiscal Policy Tools

The use of fiscal instruments to encourage the greening of business is on
important policy option for decision makers to facilitate the transifion fowards
more eco-efficient and susluinable companies. They con be ulilized o aler
business cycles, price signals and economic growth. Examples of such policy
options include government spending (e.g. public procurement and green
subsidies), as well as green taxation.




Green Public Procurement

Green public procurement has been cited as one of the key
governmental policies that con be used to encouroge the greening of
business. The government should select o strong lead ogency ®
implement the changes ond then infroduce o standardized system of
assessment. This would involve an assessment of the environmental
impacts of a product ot all stages of its fife cycle, toking info occount
the environmental costs of securing row materials, manufocturing,
transporting, storing, handling, using ond disposing of the product. The
products which minimize environmental impacts should then be listed
ond disseminated. Government procurement officers con then be
trained and educated about the new green procurement policies.

Government consumplion can represent as much as 20 o 25 §
per cent of GDP. By encompassing sustoinability crileria inlo
public procurement it can provide substantial support for the transition
towards greater sustainability. By actually encouraging green
procurement prochices in government  oclivities, new markets for
indigenous sustainable products and services can be developed. The
inclusion of sustainability criteria in government procurement is a direct
way o stimulate the market for environmental goods and services,
which will develop both the domestic, as well as international markets
for sustainable products and services.

Green Tox and Budget Reform

Green Tax and Budget Reform (GTBR) refers to a wide spectrum of fiscal pricing measures that
have the pofential to simullaneously increase revenue and foster Green Growth, Moare specifically,
it enbails 1) a shiFIfrlg of the tox burden from raditional areas of taxation, such as income, savings,
and capifal gains, to environmentally relevant products and activities such as waste; and  2) the
redirecing of subsidies from environmentally perverse octivifies towards octivities that promote
Green Growth and poverty reduction. The entire reform of the fiscal system is done with the aim
of maintaining revenue nﬂ.ﬂmﬁty: a net-zero increase in the level of taxation on the BCONomYy.

ﬂmpﬁmhsadcrrmdsdimcﬂyhsiglmhfrmnthﬂgmammﬂm.hmmnmfnpmsud'lus Fuel,
for exomple, can creale o greater incentive for businesses to shift copital fowards investments in
fuel-efficient technological research. Innovations spawning from such research can result in the
demand for and creation of new produdts, services ond markels. Furhermore, reductions in
corporafe income fax, capital gains tax, and social security contributions of firms con reduce costs
and improve competitiveness in global markets.

Institutional Mechanisms

It is imporfant for governments ocross the Asio and Pocific region fo create an enabling
environmenl for greening business. This can be ochieved by enhancing o country's institutional
capocity for green business development, including prometing and funding research institufions and
EIB\'EIOFI‘HMI mmﬂeﬁ ﬂnd b}’ mlrﬂg‘lr@ I'hﬂ hms‘er DF E'-"I'r"lfc}l"-'m{'-"lrﬂll-f'}' SC'LI'FIL":: "’?C-r"n'.}.'ll:'g.l-'f.‘
(ESTs)

Technological innovations play o key role in the production and service seclors, while governments
play @ major role in EST development, transfer and commercialization. In the Asian and Pacific
region, national and sub-national governments can assume mulliple roles in fostering the transfer of
ESTs, on their awn or with involvement and support from infernational agencies, development banks
and/or donor countries.
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The issue of ESTs transfer has been prominenl in inkernational negolictions
since the adopfion of Agenda 21. Therefore, ESCAP recently funded a
regional study on publidy funded EST transfer o highlight possible policy
inferventions fo occelerate the transfer of enviranmentally sound technologies.

The study identified some key challenges to technology ransfer relating to the
assessment and selection of ESTs and their adaption and replication. Mulfiple
stakeholders have to ploy o role in focililating successhul technology transfer.

a puliq-' moker ond enabler for the demlop‘nen!. selection, transfer and
replicafion of ESTs, the government provides governance and eversight to the
estoblishment ond strengthening of national systems of innovation which
increases the country's copacity to seled, odopl, odopt and replicate
transferred technologies. Technology transfers are influenced by 'nafional
systems of innovation', which are the networks of insfitutions that initiate,
modify, import and diffuse new fechnologies. 'Nafional systems of innovation'
reflect o complex midure of institufions (e.g. educational, financial, legal,
scientific and technological), public policies (toxafion: import/export

Enviropmenially Sound

Tachnologies (EST}- Rakors promotion; science, fechnology ond innovation) and business and social

lo & wide range of re|q|iﬂn§|‘rip§..
antanable Farmluth..
services, and procsses

that daliver esnsential Businesses are the Primqr}r users of +ec}1ng|ogr and can be acfith,-
needs with minimal A s i

T A Efmourngﬂd o r::dup! ESTs using radifional  environmental managameant
sirategies as well as with help with technology upgrading. Academia can
confribute o krm'lndgn and I'nd'lnn|ug:,r da-mlnprnenr but neads greafer
engagemen! with sociely while becoming more transparent and occountable.

Successhul EST transker will depend on strengthening the existing 'national
systems of innovation' which remain weak in most parts of Asio-Pacilic.
Further colloborative initiofives to discuss and disseminate best prochices
cccess couniries in the region will also |'-e-|p fo mainsiream the transfer.

Forthcoming publication on the sudy ouktomes is expected by July 2009, Please see www.grsengrowthorg for more information




Recent analysis of the performance of such national systems in OECD
countries has identified nvemrching pnll'qr sirafegies for their impmwd

govermance,

These include: A

© Balancing imperatives (i.e. target the innovation system increasingly
towards nafional priorities including sustainable development and
mitigation and adapiation to climate change);

© Creafing visions that con be communicated (i.e. providing long
term visions on how a country aspires to develop);

© Developing appropriate knowledge bases;

O Developing o long term horizontel approach (with involvement of
multiple seclor ministries);

© Integrating leamning into governance proclices for the innovation
system;

© Developing oction plans, with measurable torgets;

© Designing effective coordinating institutions; and

© Improving evaluation,

In Asic and Pocific countries, national institlutions such as the National
Innovation Agency (NIA) in Thailand provide an excellent example of
tha guvernmem's instintionalized interventions o promale and facilitate

research and development for new technologies.



Thailand
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The esiablishment of the MNational Innovation Agency is considered an
importont "innovation" by the Thai Ministry of Science and Technology in
changing the odministrative course of the Innovation Development Fund
(previously under the direction of the Mafional Science and Technology
Development Agency) and the Revolving Fund of Research and Technology
Development (previously under the direction of the Office of the Permanent
Secretary of the Ministry of Science and Technology), Because of their similar
missions, the two funds were combined to create o nationally recognized
ogency to underioke and support innovation development. This increased the
national compefifiveness in strategic innovation which affects the productivity
ot the nation. The MIA hincions o¢ o central unit for coordinating,
networking and partnering different organizations from various fields such as
education, technology, finance or investment but mainly focuses on
knowledge manogement o ochieve innovation. Parficularly to induce
"innovation on Cluster Platform”, which uses innovation as the principal ool
in improving quality of life and as o driving tool for competifive economics.
Over the past years, the NIA hos tried to build o hilly-efficient system 1o
promote nafional innovafion systems by providing both technical and
financial supports lo open business opportunities for the private secior.

Forthcoming publication on the shedy oucomes 1s expecied by July 2009, Pleme see www.greengrowth.ong for more informaticn




As an investing pariner in EST research & fechnology development as
well as its commercializotion, the government is often involved in co-
financing the innovafion process, os least indirectly through tax breaks
and/or other incentives for the indusl‘ry pariner fo underioke research
Public sector investments in parinership with private sector and
ocademia con enhance ESTs development ond transfer. Public sector
spending con fund research infrastructure by providing funds for
focilifes ond equipment ot universities, public research insfilutes used
for applied research, scholarships for able students undertaking
research degrees and the funding of research brokerage initiatives. The
government can also  participote direcli}' in the SFE'EiFiL'
research/innovation project by co-funding the research costs (matching
the induﬂr}r imvestment) and b}- prﬂ«riding grant Funl:ling for trials and
demonstration projects. The government will generally do this as part of
its industrial policy to support nafional indusiries o compete in both the

natienal and infernational markats.

There are thus considerable opportunities for govemments fo foster the
development, adoption and replication of ESTs. Gevernments can also
promote rural and cottoge industries which are based on concepts of
emnvironmental sustainabilily and eco-friendly production. The One
Village One Product project (OTOP) in Thailand provides a good
exomple of the government promoting green business ond creating

green job opportunities for the rural poor.




Greening Small and Medium Enterprises (SMEs)

Small and medium scale enterprises play o major role in any couniry's
economic development providing employment opportunities, promoting
entrepreneurship and enhancing technical knowledge. Governments need fo
plan for and draft appropriate legislation which encourages creafivity and
innovations while ensuring greater environmental sustainability. This would
lead to an increase in competitiveness and better profitability for businesses
that improve their eco-efficiency and rescurce-use, resuling in increased
market share, more jobs, economic prosperity and enhanced social well-
being.

Governments can assist the SME seclor with greening business by:

© The establishment of industrial estates for green SMEs, including the
development of smart growth zones;

O Providing tax breaks as well as concessional finances for investments
in new green technologies;

o Providing managerial and technical training to the SME work force:

o Assistance in the design, development and marketing of green products;

© Support for resource recovery parks;

© Establishing an information netwark for SMEs

O Help in adopting the whole systems approach o produchion.

Other possible measures the government could toke to support SMEs include
training staff in new green procurement strafegies; developing local
sustainoble infrastructure (particularly  public tronspor) while encouraging
SMEs 1o relocate around the new developments; registering new green start-
up companies and giving them exira assistance and guidun:e and support
SMEs to conform to international standards regarding sustainability.




Small and Medium Enterprises (SMEs) in Indonesio play @ significant CEISE Sfudy
role in economic and social growth, The number of SME establishments

in 2006 was 4893 milion or equal to 99.985 per cent of fokal
enterprises in Indonesia. The SMEs contribution to GDP in 2006 wos
53.28 per cent, The economic growth of Indonesia in 2006 was
5.48 per cenl, whereas contribution of SMEs was equal to 3.06 per

cent. However, the SMEs in Indonesio ore locking modernized

tachnology and transfer focilities os well os having poor Innovation Center
management skills. It is crucial for SMEs to cbserve relorms ot the 1
fore-front so the rest of the industrial seclor in Indonesia can achieve ( In d onesid )
developmental gains significantly. The policy makers in the country with

the help of number of experts loid down an action plon to address critical

issues for SME reforms as part of their national development policy.

The major crifical issues to be oddressed for SME are:

@ Even though the SMEs play o very significant role in the nationol

economical development, on technology and innovation they appear 1o
be quite inefficient and less productive;

@ The national mid-term dev'ebpmenl p|un haos set o good ugendu and
achievable goals, however it does nol creale a synergy bebween
gavernments, research institutions and industries;

® Indonesia is rich in nofural resources but the demogrophic challenges
within the country make them insufficient if not used efficiently, thus

improvemants in eco-efficiency are a priority.

Following up on policy reform, the Indonesion Coordinator Minister for
Economics has taken the initiative to set up the SME Innovation Center, The
SME Innovation Center is charged with implementing its progrommes,
especially in support of technology-bosed micro, small, ond medium
enterprises (MSMEs). The cenfer collaborates with all major research and
development (RED) institutions in Indonesia such as the Industry R&D of the
Depariment of Industry, Deportment of Cooperofives and SMEs, the Agency
for Assessment and Application of Technology (BPPT), Indonesian Institute of
Sciences (UP)), selected Universities across the country, and other intermediary
institutions in Indonesia. Furthermore, the Coordinator Minister for Economy
has also regulated @ package of policies for empowering SMEs in marketing,
legal regulations, human resource development, and funding allacations.

The SME Innovotion Center will be the solution for some crifical Issues
mentioned obove. Besides this, the most imporfant role of the SME Innovation
Center is to become o plafform for coordinafion and to create @ synergy for
the three components of innovation nomely research institutes, industry and
government minisiries ﬂ|nng with mony various formal or informal
argonizations working in Indonesia. In addition. they will also W
informafion and dolaboses required for SMEs ond enirepreneurs. Some
research instiltes and universifies will be appointed fo h:*ﬁ
axcellence in the field of Science &Technology. Their lasks

develop scientific and technological solutions for SMEs and oﬂiﬂrl‘




Awareness, Education and Knowledge Management

Better education and public awareness compaigns are needed, parficularly in
developing countries. Environmenial impocts con be reduced by the octions
of a well informed public working through civil society groups.

Public occess to environmental information hos olso been shown to have
positive effects on corporate environmental performance. In the Republic of
Koreo and other Asian countries, research has shown that stock markets
react strongly and positively to environmental information disclosure,
providing evidence that o company with good environmental performance is
also likely to sustoin good economic performonce. Environmental
performance is becoming complimentary with good business proctice and
readiness for reaping the benefits of globalization.

Awareness, education and training on green business policies and prochices
can be enhanced by:

& Multlevel information centers/sources for green business firms,
consumers, products and fechnologies:

a ‘u"uJunTur}r ogreements; and
@ Disseminafing good examples through informafion networks.

Civil society groups ond business networks should be mgu|c|r|;.r involved with
any changes made and confinuously consulled fo monitor the results. Often
solutions to localized environmental problems can be found among the local
populations.




Review Queshions

1. In what ways con your country suppert enferprises o improve their
efficiency and ability 1o compete both in national and international markets?
2. What are some of the challenges government officials foce in promoting
green procurement?

3. How can eco-efficient production processes be used in your country o
widen the market for more green producs ond creale new business

opportunities?

Further readings:

Van Berkel, R. Regional Study lo Guide Policy Inferventions for Enhancing the
Development and Tronsfer of Publicly-Funded Environmentally Sound

nd  Pacific Region, United Mations Publications,

Tachr

Bangkok, Thailand, 2009

in
Hargroves, K, & Smith M., The Nafural Adventoge of Nations. Earthscon,
Londen, 2005

Hawken, P.. lovins A. and Lovins, L H. Natural Copifalism: Creating the
st industrial revalu ticars, UH‘IE. EIFDW'I'I crnd COH'I.PGH}" N\fr 1999




Module 5:

Social Entrepreneurship
and Greening Business
in Developing Countries

—

- Objectives of the Module: to familiarize participants

with how civil sociely and green businesses can
collaborate fo promole sustoinable livelihcods and
inclusive sustainable development.

What is Social Entrepreneurship?

Public policy leaders in developing countries con crecte fovourcble policy
environments for social entrepreneurship, which is especially important in rural
and impoverished communities. Social enterprises can fill the gop between
private sector inferests (often short-term interests) and government programmes,
which are usually undedunded in developing countries.

This Module is orrunged into three Subsections:
© What is Social Entrepreneurship?

© Examples of Social Entrepreneurship
© Public Policy Support

Case studies:

© Grameen Shakfi
o SEWA Nirman




A social enfrepreneur is someone who recognizes a social problem and uses
entrepreneurial principles fo organize, create, and manoge o venture to
moke social change. Whereas o business entrepreneur hypically measures
pﬂr.‘r::rmnnm in p.'r:-lf.i! ond relumn, a social anfreprenaur assesses SUccess in
terms of the impact he/she has on society. In fodt, social entrepreneurship
has its origins in Asia and in Asian cultural values of cooperation and
sustainability. Social entrepreneurs are described by the Schwab Foundation
for Social Entrepreneurship os combining the chorocteristics of successhi
businessman Richard Branson (of Virgin Group Ud) with those of the
legendary Catholic saint and charity worker Mother Teresa. The Foundation's
website siotes that o social enirepreneur is "a pragmatic visionary who
achieves large-scole, systemic and sustoinable social change through a new
invention, a different opproach, a more rigorous application of known
technologies or strategies, or a combination of these with an emphasis on
those who are marginalized or poor”. While social enfrepreneurs offen work
through nonprofits and cifizen groups, many work in the privatle and
governmental sectors as well.

Examples of Social Entrepreneurship

Outstanding examples of social entrepreneurship can be found
througheut the Asian ond Pocific region including: Grameen Bank and
its subsidiaries (see below), Child Helpline International ond other
enterprises inificled by Ms. Jerco Billimoria of India; fashion apporel
refailer Fair Trade Company, begun by Ms. Safa Minney in 1921 in
Japan, and the NGO Bhagwon Mahaveer Viklang Schayata Samiti
the Jaipur prosthefic foot producer, which serves 60,000 patients
annually.




Grameen Shakti

In 1976, Economist Mr. Muhommod Yunus, winner of the 2006 Nobel
_.Peace Prize, began the Grameen Bank in his native Banglodesh. A source of
Jeading to the poor, Grameen Bank was serving over 2 million borrowers
ond ossisting in various inlermediate-technology developments by 1994, In
2007, the totol number of borrowers reached 7.34 million, of whom 97 per
cenl were women. The borrowers own 94 per cent of the Bank and the
government the remaining 6 per cent. The loan recovery rafe exceeds 78
per cent; all loans are from funds provided by members' deposits.

Mr. Yunus and his colleagues. such as Mr. Dipal Chandra Barua, are the
mest globally recognized champions for social entrepreneurship. Gromeen
Global MNetwork now includes 17 companies that operate independently and
5 companies with financial fies to the Bank, including Grameen Shaki.

Mr. Barua, one of the original Grameen Bank employees. leads the Grameen
Shokti enterprise, o growing Bonglodesh enferprise whose mission is o
empower rural people through occess to green energy and income.
Gromeen Shakti provides rural people with solar PV eleciricity panels (sclar
heme systems), hingas reactors and imprmﬂd :n-nl{ing stoves in order o
meet the diversified needs of rural peeple through o whele-systems approach
{that is, addressing both energy production and energy use). Grameen Shakti
has ealready estoblished 20 Grameen Technology Centers, stolfed primarily
by women engineers. Microloans lo parficipafing households help overcome
the high initial costs of the energy systems. and the maximal use of locally
made components also contributes to offordability. Through its 1,340
employees ot 278 locol offices, Gromeen Shalti has already supported the
installation of 100,000 solar home systems and 1,000 biogas plants tha,

together, generate 20 megawatt hours per day.

For those who need fo support rebuilding efforts affer o catostrophe, or who
ore struggling with other socio-economic challenges. Mr. Yunus advises the
creation of o social businesses fund that allocates o portion of the fund for
generafing innovative ideas.

Scurce: Dipal Chandro Barug, Gromeen Sholdi, preseniofion of the ESCAP Third Green Growth Folicy Diclogue: the
Grooning of bwniness ond the Envirgnment o o Business Opportunity, Bongkok, 5-7 kmeo 2007; <www 4
info.org=: and Dovid Bornstein, The Price of o Dream: the Siory of the Gromeen Bank and the Idea That Is Helping the
Poor to Change Their Lives (Maw York, Simon ond Schuster, 1994),




The essence of social entrepreneurship support systems is colloboration
based on the search for solufions. A leading example is "Hedlth in
Your Hands" a project of the Global-Public Private Parinership for
Handwashing with Soap, which began in 2001. The parinership joins
multiple corporate and infernational development agencies including the
United Nations Children's Fund (UNICEF). Its Asion roots are in the
government of the stule of Kerala, in Indio, and the project now
includes an iniiative in Nepal.

It may appear that the govemment has a limited role in encouraging
social entrepreneurs. As noted by the Mr. Ed Millband, Minister for the
Third Sector, Government of the United Kingdom, "Government does
not create the inspiration for social enterprise, but it can help or hinder
what they do". However, o 2007 study of Stale-sponsored social
enferprises in the United Kingdom found that, ofter initial difficulties
involving “turf" and rigid government ideas about what needed to be
done, two thirds of these enterprises hod developed innovations and
were financially sustinable ofter only two years.

Public Policy Support

Public policy support for social entrepreneurship ventures can include
fovouroble regulatory and tax systems (especially non-profit faxafion
and donation rules), and o proactive affitude towards the development
and execution of public private partnerships, including partnerships that
may replace existing government services.

Social enlrepreneurship support sirategies are centered on the

fundamentals of the "ecosystem for wealth creafion” arficulated by
social entrepreneur expert Mr. CK. Prohalad as follows:

© A market-oriented ecosysiem that odapts and evolves and con
be resilient and flexible;

© Education across all levels to foster responsible entrepreneurship:

© Reduction in the inequities in contracts due fo asymmetries in (a)
occess to information, (b) choice of partners, (c) ability to
enforce contracts and (d) social standing; and

© Building governance capabilities ameng the poor, in particulor
sel-help groups such as those fostered by Grameen Bank and
similar micro-lending organizations.

He notes that public policies for social entrepreneurship remained o
ferfile orea for study ond experimentation: "There hove been few
atempts fo focus on the symbictic nature of the relationships between
various private sector and secial insfilutional players that can lead to o
rapid development of markets at the Battom of the Pyramid.




Sewa Nirman

The Self Ernpla:,fud Women Association (SEWA) was established in 1971 1o
provide suppert to the rural poor and urban wemen workers and is ene of
the biggest self eaming women's trade unions in the Asio and the Pocific
region with @ membership of around five and half million today.

The initicfive cims to provide job opporiunities to the poor masons and
artisans in a unified manner by following the fundamentals of sustainable
livelihood proctices. Nirman (literally means construction), was founded by
poor consiruclion workers, masons and arfisans fo orgonize work O3 O
private company and fo get the optimum benefits from their skills and laber.
In 2001 o major earthquake occurred in Gujarat, India resulfing in a high
number of deaths with significant damage o houses and infrastrucure. As a
result many govemmental as well as non governmental agencies like SEWA
trained local masons for the reconstruction of a Iurge number of I::ui|c|ings.
Since few numbers of mosons get formal training for masonry and building
construction, there is a need to sushain the skills of the trained local masons
os well as other craft-persons.

SEWA Nirman is undertaking training and building the copacities of the
members by providing fools and equipment on lean for the rural
entrepreneurs and arfisans as well as providing training on the development
and use of locally made eco-friendly construction materials.

The related SEWA Nirman Construction Workers Company also plans 1o

partner with existing nafional, as well s infernafional companies, so the
skilled workers will get more job opportunities and fair labor wages.

For more information phease email the SEWA MNirman project office: nestopalel@sevwanirman.com




Review Questions

1. What are social entrepreneurs doing in your country?

2. Hos your government provided any kind of policy or
legal support to encourage social entrepreneurship?

3. Please list what kind of government and private sector

initiatives can encourage social entrepreneurships.

'd Further readings:

]

Brinckerhoff, P., Social Eﬁfreprﬂrra'ursFr.llr}. The Art of Mission-
Based Venture Development, John Wiley and Sons Inc. New
York, 2000.

Prahalad, C. K., The fortune ot the bottom of the pyramid,
Wharton School Publishing, NJ, 2006.




