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Overviews of the Research Activities
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Deputy Director, Kansai Research Centre, Institute for Global Environmental Strategies (IGES)

1. Introduction

This report is the summary of the research outcomes obtained through the preparatory work to
set up the 4™ Phase (FY 2007-9) Business and Environment (BE) Project and the International
Workshop on Corporate Environmental Management in Asia as the kick-off of the Project. The 4"
Phase BE Project was started at April 2007 along with the research proposal titled “Pro-active Policies
and Business Strategies for Strengthening Corporate Environmental Management in Developing Asia”
adopted by the IGES Board Meeting. However, it was impossible to launch immediately as some
preparatory arrangements were not done such as recruitment of researchers, identification of partner
research institutes, focus on business sectors and pro-active policies, etc. Therefore, Kansai Research
Centre (KRC) was busy for such preparatory work to set up the Project in the first half of the first year.

2. Preparatory Works to Set up the Project
The followings are the outlines of the preparatory work conducted in the first half of the first
year in the 4™ Phase as a part of setting up the project.

(1) Recruitment of Researchers

It was scheduled to implement the project on CEM in Asia with 5 researchers consisting of 4
KRC researchers and 1 full-time visiting researcher from industries. Therefore, first of all, the
procedure for recruiting one KRC researcher in vacancy was promoted. As the result, the selection
process was completed early May and a new researcher in charge of China arrived at the post in July to
complete the KRC researchers. As for a full-time visiting researcher, the post is still remaining vacant as
it is difficult to recruit it at the stage that the details of the project are not decided and that the needs and
role are not clarified.

(2) Identification of Partner Research Institutes

Since Asia is quite vast, China from East Asia, Thailand from South-east Asia and India from
South Asia were selected as the representative country. The research is designed to promote with partner
research institutes in the target countries. In order to identify them, some examinations were made for
the research institutes listed in the research proposal through hearing from the persons concerned. As
the result, School of Environment, Nanjing University for China and Pearl School of Business — Indian
Institute of Management for India were unofficially decided as the partner research institute after the
final confirmation made in the missions to China and India (See Appendix 2), respectively. As for
Thailand, the mission was not sent as Thailand Environment Institute which has a close relation with
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IGES so far was almost decided as the partner research institute.
(3) Narrowing Down of the Research Targets
As regards companies to be targeted in the research, various proposals were presented such as:
(&) Major companies including multi-national companies
(b) Small and medium companies that is characteristic for Asian business
(c) Sectors having large environmental impact (High-impact sectors)
(d) Japanese companies in Asian countries

On the other hand, discussion was also made on the definition of proactive policies to be
derived as conclusions. Naturally, it would exclude regulation policies as its name indicates, but it was
impossible to give an answer to whether or not it includes policies based on market mechanism and
so-called soft laws.

Such discussion for narrowing down the research targets was not converged though definitions
of some keywords were discussed as it is related to the aim and method of the research. Therefore, the
focus was tentatively placed on policies related to environmental information disclosure for large
companies and those related to supply chain management for small and medium companies. Based on
the results of the International Workshop, they will be decided through the consultation with partner
research institutes.

(4) Preparation of Review Papers on Target Countries

It is needless to say that in order to narrow down the research targets and to examine the
research methods, it would be desirable to review the present state and challenge of corporate
environmental management in the three target countries: China, India and Thailand. The reviews were
done by researchers in charge and their results appear in the 2" Part. The result of the review for
Thailand appears as a reference because the preliminary study was conducted with the aim to narrow
down a high-impact sector for the research.

3. Organizing the International Workshop

Since this fiscal year is the first year of the 4™ BE project, the International Workshop was
held on October 18™ as the kick-off of the project at the stage that the above preparatory work was
almost completed to some extent (See Appendix 1).

(1) Objective and Significance of the International Workshop

The International Workshop was planned to cope with the issues that were not solved in the
preparatory work through hearing reports on present state and challenge of CEM in the target countries
by experts to be invited from the their countries. Namely, the International Workshop was held with the
aim to obtain some suggestions to make the 4™ Phase BE Project more realistic and appropriate based
on country presentations by experts from the target countries and panel discussion on CEM in Asia. In
other words, it was held to commence the project substantially after necessary modification on the
research plan prepared through internal process in IGES was made with external opinions coming from
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experts from the three target countries as well as the workshop audience as local stakeholders.

(2) Country Presentation

The research plan prepared along with the above research proposal was introduced by Senior
Researcher Dr. Anbumozhi, Project Manager, in the International Workshop. Since it would be
reasonable to invite an expert from a research institute to be identified as the partner research institute,
KRC asked such institutes unofficially decided or anticipated in the preparatory process to recommend
an expert who could make a country presentation. Such experts made their country presentations in the
International Workshop.

Japan is included in the country presentation. This is because it is anticipated to need a
comparative study with Japan in the process of promoting the research on the three target countries. As
a matter of fact, a research on CEM in Japan will be additionally conducted for the comparative study
with a bit different viewpoint from those for the three target countries.

(3) Panel Discussion

“As private sector led economic revolution is sweeping major countries in Asia,
environmental degradation is increasing dramatically. If the region’s business doesn’t adopt better
corporate environmental management practices, it will affect the basic foundation of economic
miracle.” Under this recognition, a panel discussion titled “Corporate Environmental Management in
Asia: Challenges and Priorities” was conducted. As introduced by the workshop coordinator and the
Senior Advisor of IGES, Prof. Gunjima, the region is still struggling with weak governance structures,
but pressure is mounting on them to act responsibly. The panelists Prof. Bi (China), Prof. Janakiraman
(India), Dr. Qwan (Thailand) and Dr. lino (Japan) joined the keynote speaker, Mr. Koyanagi (Director,
IGESBeijing Office), in the deliberations in tracing the corporate environmental activities in Asia and
discussing the future directions of the 4™ phase CEM research, being conducted at the Kansai Research
Center. The points emerging from the discussions in the workshop are given in Attachment 1.

(4) Preparation of Technical Papers

In the International Workshop country presentations on the present state, examples and
challenge of CEM for four countries including Japan were made using power point slides. Responding
to each report, some comments were presented by the KRC researcher in charge for each target country
from the viewpoint of doing a case study for the country in the near future.

The next chapter on “Direction of the reflection into the future research” and technical papers
by the lecturers for the country presentations in the 3™ Part were prepared based on the above results in
addition to the outcomes of the panel discussion and the analysis of the results of the questionnaire for
participants in the International Workshop.

4. Reflection into the Future Research
The followings are comments on how to promote the whole project presented in the
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International Workshop and the pre and post Workshop consultative meetings:

(1) The research focus should be placed only on large companies having high impacts, not dividing
into large companies and SMEs, because the issue of supply chain cannot be discussed within
SMEs and it is the problem between large companies and SMEs.

(2) Voluntary approach can be seen as the issue of partnership in principle as it cannot stand
without cooperation with other stakeholders. (That is to say, it would be better to pay attention
to partnership rather than policy instruments. Cooperation with the Government is
indispensable in China and cooperation with NGOs is important in Europe. Role of judiciary is
large in India and building a win-win relation is important in Thailand.)

(3) It would be good to pay attention to Japanese companies in Asia as they become good examples
in Asian countries. It would be also meaningful to follow the cases where some Japanese
approach such as the system of managers for pollution prevention was introduced.

(4) 1t would be important to collect good examples, analyze them in depth and clarify driving force
and other factors.

(5) Asian elements should be extracted from the comparison with European and American
approaches.

(6) Research has no meaning without any reflection into policies. In particular, much effort is
needed to reflect it into a policy of a foreign government.

On the other hand, the followings are for how to promote individual case studies in four
countries including Japan.

(@) China (See Attachment 2)

(b) India (See Attachment 3)

(c) Thailand (See Attachment 4)

(d) Japan (See Attachment 5)



Attachment 1
Highlights of the Panel Discussion

1. All panelists expressed serious concern on environmental concerns that has taken place and
delineated actions initiated to improve corporate environmental management in China, India, Japan
and Thailand. The discussants showed their keen concern, among others, on the following during
discussions.

- Strict enforcement and sufficient capacity of the institutions are lacking.

- Resources are lacking to implement policies and environmental protection activities

- Corporations and communities should have improved morals.

- Awareness among consumers for products derived from CEM adopted companies is not very
high.

Internalizing the external cost is good means of fair trade.

Research outcome should get reflected in the policy process

2. Needless to emphasize Public-Private partnership holds key to successful application of CEM
practices, it was pointed out that it is not an easy job. Discussions revealed the efforts of CEM like
supply chain management, information disclosure schemes very much depend on government
support and hence it should not be isolated. From purview of government, even though it has
weak implementation structure, it is therefore important for research institutes that governments
should come together to promote CSR activities. It is also emphasized that each stakeholder has
multiple roles say consumers, managers, buyers, with high responsibility lying with big
corporations whose environmental impacts are high. Larger corporations have important roles to
start with in order to have lesser impact over the system. In this regard, a paradigm shift is
necessary where the public sector changes its role from regulator to facilitator to make the
companies move beyond compliance.

3. Another issue that brought to attention on during discussion is acceptance of Japanese corporate
environmental management systems in developing Asia. During the high economic growth period,
as a means of reducing the regulatory cost, Japan introduced a system of environmental managers,
which has been found successful. Such concepts in which a trained representative from the
community is selected to monitor the environmental activities of companies have been commenced
in China on pilot scale, but appropriate ordinances to promote such activities are still lacking.
Thailand also adopted such Japanese modeled Energy Manager programs, which found to be
effective while other concepts as eco-systems management are not very effective.

4. Many panelists mentioned that business to business cooperation is overwhelming but to Business to
consumer communications are often weak both in developed and developing countries of Asia.
Leap fogging approaches are needed. The effectiveness of CSR reports in developed countries
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like Japan, should include consumer concerns. While CSR activities are ingrained in select few
large sized businesses in developing Asia, special assistance is required for small and medium
enterprises to behave environmentally responsible way. Experiences of India and Thailand in
preventing pollution were also discussed.

The panelists have a differing view on the environmental performance of Japanese multinational
companies operating in developing Asia. While, the efforts by Japanese automobile giants to
promote better environmental management in their plants by bringing in cleaner technologies,
better production systems throughout the supply chain is appreciated, apprehensions were also
expressed that MNCs use double standards, of doing good at home countries while performing
sub-optimally in host countries. It is proposed to give research attention to this. Some of the
panelists mentioned that companies of non-Japanese origin are often under attack for poor
environmental performance. Domestic environmental regulations don’t differentiate local and
foreign companies and companies of foreign origin need to sign in agreement. It was also noted
that MNCs of Europe and US origins are giving emphasis on improved product quality, Japanese
companies’ emphasis improvement in both product and process. The active role of Japanese
business organizations like JETRO, Chamber of commerce and NGOs is appreciated in
strengthening CEM framework.

The panelists reiterated the need for policy relevant research and provide solutions that work. With
the timeline for MDG is near in 2012, it is timely, if the research comes with fruitful results by 2010.
It was suggested to give research emphasis to identify key policies and provide practical business
solutions, rather than testing new one. Some panelists mentioned giving focus to information
disclosure and supply chain management have relevance and suggested to have detailed the
research methods. One panelist observed, collection of good practices is important, especially for
countries like Myanmer, Combodia, Laos which are not currently included in the research scope. As
IGES is working on issues relevant to other Asian countries, the need to closely working with
counterparts is also emphasized to get into the policy process.



Attachment 2
Reflections on Presentation on Corporate Environmental Management in
India for Future Research

V. ANBUMOZHI
Kansai Research Centre, Institute for Global Environmental Strategies (IGES)

The presentation made by Prof. Janakiraman traced the development of business, industries,
and changes in physical environment, public policies and environmentalism in India over the last sixty
years under the headings of (i) investment and industrial growth (ii) environmental impacts and policy
responses (iii) corporate voluntary initiatives.

While rationalizing the system barriers — political, economic, technological and social, the
presentation pointed out the existing regulatory frameworks are not very effective in meeting the
environmental goals. Pressures applied have limited influence and being supplemented by judicial and
community activism. It was also  explained, how individual business considers the environment in
business terms. Stating three examples, it was illustrated that some business regards their positive
environmental actions as an asset in terms of its physical resources or as a marketing opportunity. It was
also stated that certain firms believed that incurring costs for positive environmental actions will bring
corporate benefits in the longer term. Choosing voluntarily to adopt good environmental management
practices, that are not required by law is done to preserve an image, enhance market share or sometimes
to forestall stricter legislation in the future. Such business, often large sized ones adjust their operations
and structures to accommodate those costs. The other group of business, particularly small and medium
enterprises (SME) often look environment as an externality. They export all their environmental costs,
which mean the costs must be born by others, very often the general public. The presentation also
exemplified the issues, forces, complexities in corporate environmental activities in three key industrial
sectors of automobile, textile and food processing. The different industrial sectors make different
demand on resources and have different impacts on the environment. For each sector, how compliance,
reaction and pro-action work need to be studied in order to examine the possibility of win-win game
where firms can fulfil its business activities, while at the same time enhancing the environment and
satisfying different stakeholders.

The presentation and discussions reveal the fact that, there is a greater need for pro-active
policies and business strategies to strengthen corporate environmental management activities in India.
The potentials strategies should have multiple benefits. It should have the premises of company- to
understand the environmental cost of production and how to reduce them, communities — to aware of
company activities, empowering them to become robust and the regulators — providing them the needed
information with a beyond compliance stance. In that sense, strategies like information disclosure has
high potential. However, it is not clear such multifaceted relationship are an effective means for SMEs,
which are increasingly becoming part of global economy, whose important linkages are their buyer
clients. New approaches based on supply chain management principles are needed for such companies.
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Attachment 3
Reflections on Presentation on Corporate Environmental Management in
China for Future Research

X. L
Kansai Research Centre, Institute for Global Environmental Strategies (IGES)

The presentation given by Prof. Jun Bl from Nanjin University, China firstly showed us a
general image of the great challenges of environmental problems in China. Huge amount of pollutants
discharged have caused severely adverse environmental impacts to most water bodies and
municipalities. Big pollution accidents are occurring from time to time. Struggling for pollution control
and maintaining economic growth are both essential topics for China. National objectives on emission
mitigation and resource efficiency for the nearest five years seems ambitious but must be realized if
observing from the necessity. As the major polluters, the environmental performances of enterprises in
China have to be dramatically improved. Prof. BI’s presentation analyzed the factors for promoting
corporate environmental management (CEM) in China, which could be classified as external and
internal measures. Legislative policies, economic instruments and informal initiatives are generally
arranged by external stakeholders. Meanwhile, corporate may have internal desire for CEM promotion
motivated by cost saving and expectation to potential markets. After the explanation of current CEM
practices in China briefly, the presentation addressed two examples of the emerging practices. One is
CEM performance rating system. Another is a pilot program of community roundtable meeting. These
new efforts aim to improve CEM by introduce the interplay of more actors with relevance besides the
governments. The presentation finally concluded that a cost driven strategy may be effective for CEM
performance improvement in China. Chinese environmental agencies have used up the administrative
measures authorized by current legislations. The command and control method appeared to be far
sufficient for pollution control due to the weak capacities and enforcement. The enterprises may be
sensitive to the pressures from other stakeholders such as civil society, competitors and consumers, etc.
The enterprises covered by the pilot programs did response actively to the emerging policy models.
The information from the presentation showed us certain positive evidences on the effectiveness of
proactive policy models for improving CEM in China. It happens to support the research proposals of
the new project at KRC/IGES titled ‘Proactive Policies and Business Strategies for Strengthening CEM
in Asia’. For the future case studies in China, the major factors for the modification of CEM shall be
categorized and analyzed. The identified actors will be selected for the framework construction of
innovative policy options. In order to convince the decision makers, the corporate environmental
performances and economic performances due to the introduction and implementation of proposed
policies need to be quantitatively evaluated. The future research activities shall be conducted on the
basis of Chinese current status and specifics. For instance, the study on corporate environmental
information disclosure may be focused on performance assessment since China has set up initial
scheme. In another hand, supply chain management has to be studied from the very beginning.
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Attachment 4

Reflections on Presentation on Corporate Environmental Management in
Thailand for Future Research

Y. MATSUO
Kansai Research Centre, Institute for Global Environmental Strategies (IGES)

The Summary and overview of the presentation is that CEM in Thailand has been emerged
especially in Large, multinational companies. Some examples of voluntary environmental activities
exist in Thailand. Chareon Pokphand Foods (CPF) in food production sector and Toyota in automobile
sector) are introduced as typical cases. The case of CPF includes

- Development of integrated agriculture for increasing incomes

- Formation of effective management system in agricultural cooperation

- Preservation of land fertility and presentation of slash and burn agriculture

- Zero emission activity (Biogas production from excrement , Sludge from biogas
production used for soil enrichment)

The case of Toyota includes

- Greening supply chain
- Environmentally friend production processes

For the case of CPF, Motivation/incentive/driver for CPF to implement zero waste activities is
clear. It is economically profitable for CPF to utilize biogas for their own energy source, and utilize
sludge for soil enrichment. Meanwhile, in the Dr Qwanruedee’s presentation, it is not clearly revealed
what drives Toyota for green supply chain management and green production. It is remained as a
question to answer. Through the discussion, it is also mentioned that in Thailand, where SMEs are
major actor in the economy and thus main polluter. Also, SMEs more “cost-benefit sensitive” sector
thus “Win-Win Solution” will be necessary for CEM promotion.

Through the presentation followed by discussion, 1) Although SMEs are important actor,
CEM is not well implemented by SMEs yet, 2) “Win-Win solution” is necessary for CEM promotion to
Thai’s SMEs, are pointed out for meaningful research and those will be taken into consideration for
research direction.
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Attachment 5
Reflections on Presentation on Corporate Environmental Management in
Japan for Future Research

Y. TAKAISHI
Kansai Research Centre, Institute for Global Environmental Strategies (IGES)

Prof. lino presented us a lot of insightful remarks about corporate accountability in Japan. He
maintained that; Information disclosure is like a double-edged sword for corporations. Having
third-party evaluation might bring a good corporate image, but also bring continuous accountability to
the company, even though the evaluation is voluntary corporate activity. Failures in corporate
voluntary activities or voluntary standards will invite excessive accusation from recipients. Honesty of
information disclosure should be appreciated correctly, for building community-corporate cooperation.
Looking at many information concealments and data manipulations by Japanese leading companies,
society seems unwelcome negative impacts, which discourages corporations to disclose their
information. As long as mass media act against corporations that will stimulate citizens sentiment,
society will not be ready for information disclosures. Moreover to promote voluntary Corporate
Environment Managements (CEM), except internal merit such as cost reduction and employees’
awareness raising, we need to develop external environment where consumers and investors evaluate
corporate effort favorably which will be reflected in the sale of market. Although more than 1000
corporations publish environmental statements which provide information of corporate environmental
managements for consumers, those statements are not read by consumers. Their statements contains
various environmental approaches, but those information may not be interesting for consumers who do
not know how those numerals indicate the level of corporate efforts. Environmental statements should
be developed into textbooks for consumers to judge corporate efforts.

Looking at the Supply Chain Management (SCM) which is expected to promote
environmentally responsible small and medium-sized enterprises, we can see a lot of cases that
Japanese businesses operating overseas demand strict, CEM measures from the first and second
suppliers. Some reports indicate that many corporations are willingly responding SCM requests even
when they do not obey administrative guidance. Although Japanese corporations were blamed for
exporters of pollution to the countries with lax environmental regulations in the past, they come to be
mighty powers to promote CEM in Asian countries. We will continue to research on the actual
conditions of CEM, corporate guidance in SCM, problems they face in local areas.

With the development of project, a lot of data will be gathered including each country’s CEM
conditions and their original models. We would like to make the research interesting, by comparing
those data with the cases in Japan.
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