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Corporate Environmental Management:
Imperative for India

M. Janakiraman
Professor of Marketing, Pearl School of Business

and

P D. Jose
Professor of Business Strategy, Indian Institute of Management

Rapid growth of Indian Economy is a recent phenomenon. Paradigmatic shift in economic
policies took place in early nineties leading to liberalization of businesses. After a decade these
initiatives started paying off and the GDP growth rates reached 8-9 per cent per annum, and it managed
to sustain the growth for the past 4 years. Global business outlook about Indian growth is very positive
and envisaged to be third largest economy by 2050. Sustained growth has percolated down to lower
income segments and hinterlands as well to some extent. Apart from economic growth, India is also
experiencing population explosion and has touched 1.25 billion in 2007. Both population and increase
in income levels are dramatically changing the consumption pattern. Overall the shift is from basic
goods such as food and clothing to more and more branded products, travel, education, health etc. Surge
in production and consumption is impacting environment seriously. Unless the environmental issues are
addressed in advance it may lead to economic slow down in near future.

Government of India had passed legislations and directives from time to time to control
polluting industries. As a public administration the dilemma of growth and long term environmental
protection is conspicuous in the recent years. Policies are implemented by Central and State Pollution
Control Boards. Shortage of competence, control mindset rather than facilitation, and increase in work
load has affected effective monitoring of industry. On the other hand Judiciary has forced actions on
several industries either to strictly comply with the emission norms or close down permanently.
Increasingly NGOs are also becoming active especially to restrict multinational companies from
environmental exploitation. Hence, the policy, support infrastructure, and regulatory institutions need to
be integrated. Further, corporations need to demonstrate Corporate Social Responsibility (CSR) by
voluntarily taking up the responsibility to reduce intra-generational and intergenerational equity.

Indian industry is responding to the environmental imperatives but not to the desired levels.
Large corporations do voluntarily implement environmental policies and try to meet international
standards. However, due to lack of facilities, technological innovations, dominance of small scale
industries, poor awareness and concern many corporations continue to evade from environmental
compliance. There is a need for understanding decision making processes of corporations in India to
systematically integrate environmental issues in the strategy development and implementation.



Objective of this research is to develop comprehensive approach to Corporate Environment
Management (CEM) practices by consultative process.

Keywords: Corporate Environmental Management (CEM), Environmental Compliance, Corporate
Social Responsibility (CSR), Corporate Environmental Decision Making, Corporate Environmental
Strategy.
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India Poised to Grow faster

45000 GDP growth forecast for selected countries 2000-2050
(InBilion US$)
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Goldman Sachs has predicted that India will become 3rd largest
economy of the world by 2035 based on predicted growth rate of
5.3 t0 6.1%. Currently It is cruising at 9.4% growth rate.
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Individual Household Income

and Demographic Changes

Average household disposable income

thousand, Indian rupses, 2000
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Envisaged Consum

Pattern

Aggregate consumption across income brackets
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Commercial energy requirements for India
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Results from TERI's MARKAL model project that commercial energy
consumption will increase more than sevenfold in 20 years. Simultaneously,
import dependency will rise for all fossil fuels. By 2031, import dependency for
coal will be more than 70%; for oil, over 90%; and for gas, over 65%.
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Size of Market for Different Categories
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Share of top five investing countries in FDI inflows.

(1991-2004)

Source: IndiaStat
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India Japan Investment Relationships

° Japan 4th largest investor : US$ 2.18 billion
(November2007)

o US$ 168 million in 2005
o US$ 104 million in 2006 (Jan -Sept)
o Top sectors

Delhi and NCR

~___METRO
o Transportation (55%), Electrical Equipment —
o e $ NIARUTI
= “ e  About 350 Japanese companies present in India. EUZUJ‘{I
et o Japan Global Investments Jr—
«  US$3L billion in 2004 @ﬂ’ HONDA
o US$46 billion in 2005
e Around US$10 billion in East Asia hature ;gj]eysegrig‘nmgiggef
° Japan cell set up in to facilitate establishment been Honda's constant
and operation of Japanese investments. companion. And it's been a

journey fueled by the power of
dreams. This journey continues.

Source: MIC - GOI And everyday Honda is taking
one step closer to an eco
friendly future.



http://en.wikipedia.org/wiki/Image:Marutilogo.jpg
http://hondacarindia.com/

Japanese FDI Projects over 2005-2007

Company Name FDI Description
(US$ million

Maruti Udyog 699 New factory for car production & diesel
engine plant

MCC PTA 364 Increasing capacity of Haldia plant

Toyota Motor 128 Increasing its capacity

Corporation

Honda 214 Increasing its capacity and building new
factory

Sakata Inx 54 Increasing its capacity




Some

concerns
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SSI and Waste Water Discharge

_ Organic Tanneries oOther
Textile Chemlcals 1% 309
Industries
12%

Engineering
54 %

Paper and
Board Mills 28 %

Small-scale enterprises in India generate 3900 million liters of wastewater
per day. The graph above indicates the percentage contributed by sector.

Agarwal, CE



Concerns are at Different
Levels




Environmental Management
Institutional Structure

e Legal Framework

e Active Judiciary

e Non-Governmental Organizations

e National Environmental Policy 2006
e Corporate Voluntary Action




Growing Legislative Framework

e The Water (Prevention and Control of Pollution)1974,
1977

e No. 19 of 2003, [17/3/2003] - The Water (Prevention
and Control of Pollution) Cess (Amendment) Act, 2003.

e NoO0.14 of 1981, [29/3/1981] - The Air (Prevention and
Control of Pollution) Act 1981, amended 1987

e NO0.29 of 1986, [23/5/1986] - The Environment

e Weak Institutional support and Policing mindset.



Active Judiciary

e Closure of Glass bangle industry In
Muradabad

e Closure of Textile Dying industry in Tirupur

e Adaptation of CNG for public transportation
vehicles in Delhi

e Taj Trapezium and closure of refinary



NGO activism

D)

Dec 2002

Aug 2003

DownToEarth
L 4

Brothers in harm




National Environment Policy 2006

Conservation of Critical Environmental Resources:

To protect and conserve critical ecological systems and
resources, and invaluable natural and man-made heritage,
which are essential for life support, livelihoods, economic
growth, and a broad conception of human well-being.

Intra-generational Equity: Livelihood Security for the
Poor:

To ensure equitable access to environmental resources and
quality for all sections of society, and in particular, to ensure
that poor communities, which are most dependent on
environmental resources for their livelihoods, are assured
secure access to these resources.

Inter-generational Equity:

To ensure judicious use of environmental resources to meet
the needs and aspirations of the present and future
generations.

Integration of Environmental Concerns in Economic and
Social Development:

To integrate environmental concerns into policies, plans,
programmes, and projects for economic and social
development.



Corporate Initiatives

TERI

e Toyota Vendor
Development

e Tata Sons ready to clear
Carbide

e Verion Distilleries




Industry focus

Fast Growing Industry

o Approx. US$ 8.7 billion industry in 2004-05
° Annual growth rate 30%

o US$17billion by 2012 (AT Kearney study)

High degree of export orientation
° 60% of exports to US and Europe

Top global vehicle manufacturers/ tier 1 suppliers sourcing components from India:
° General Motors, Daimler Chrysler, Volvo, Cummins, Ford, Fiat, Renault, Toyota Motors
Opportunities to leverage on low cost, high-skilled manpower to reduce cost of production

° Indian textiles sector:
° Turnover US$37 billion;
° Exports US$13 billion;
° Investments of US$11 billion in the last five years;

° India is 2" largest producer of cloth and 3" largest producer of cotton yarn;

° Textiles sector has the potential to reach US$85 billion by 2010

IT.I‘ II\ i g e ° Exports can reach US$50 billion
Al . SRS .S o Garments to account for 50% of exports;
Third largest producer of food . Investment required US$30 billion

e  Largest milk producer

° Largest livestock population

° 2"d largest in fruits & vegetables

Tremendous opportunities

° 50% of household income spent on food items

. Fast rise in demand of processed food expected with increasing income levels and urbanization: over 250 million
strong middle class

A new Integrated Food Law being enacted
Investment of US$ 28 billion required to raise food processing from 2% to 8-10%.
Investment opportunities in processing of fruit & vegetable, meat, fish & poultry, milk products, packaged food & drinks.




Environmental Challenges Facing Indian
Industry

Environment not seen as a source competitive advantage
Trade-off Between Cost & Competitiveness
Historical Diversification Strategies
Dominance of Small & Medium Scale Sectors
Low material productivity
Input subsidies
Outdated technologies

Lack of access to low cost finance
Market Failure - Policy Distortions & Subsidies
Legislative Barriers
Absence of Good Manufacturing Practices
Inadequate Infrastructural Supports
Competitive Rivalries & Resource Scarcity
Financial Barriers




Barriers to Industrial Sustainability

Market Barriers - Lack of purchasing power
Technological Incompetence
Information Asymmetry & Knowledge Gaps
Inadequate R&D & Technology Transfer
Organizational Barriers
Cultural, Attitudinal, Social factors
Organizational Structures & Incentives
Lack of access to low cost finance
Barriers to the Use of Economic Instruments
No Prior Experience of MBIs
Legal System Oriented to Commandé& Control
Current Industrial Structures

Barriers to Clean Technology Adoption
Information Draught
Low Risk Bearing Capacities
Operational Difficulties
Financial Constraints
Inadequate R&D & Technology Transfer




Research Approach

e In-Depth case studies of companies Iin the
targeted industry.

e Survey of companies.

e In-depth interviews of industry experts and
corporate managers.

e Consultative process.

e Avalilablility of authentic database, primary
data




Thank youl!
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