THE INTERNATIONALFACTOR 10 CLUB’s

1997

CARNOULES STATEMENT TO GOVERNMENT AND BUSINESS LEADERS

The international Factor 10 Club was founded in October 1994 in Carnoules, Provence, France. The members hail from 14 countries, including India, Thailand, China, Bulgaria, Canada, the United States, Japan as well as from most western European countries. The Factor 10 Club was called into being because of the mounting concerns over the uncharted role of human-induced global material flows, and the ecological ramifications of their unchecked growth. The members wish to draw attention to the need for substantially reducing global material flows in a timely manner. Some of the topics presently on the agenda include: changes in cultural and economic priorities, including economic framework conditions, increasing resource productivity, fiscal reforms, world trade, as well as the role of work in a more sustainable society. The work of the Factor 10 Club has been quoted in many international meetings.

The Board of Listeners

Of the Factor 10 Club

The „Board of Listeners“ has stated the following with respect to the “1997 Statement o Government and Business Leaders“ of the Factor 10 Club:

„We have chosen to listen to the message of the Factor 10 Club. We see it as a bold and novel approach to sustainable development. We support the basic ideas presented in this brochure without necessarily agreeing with all the prepositions made therein. We shall welcome a worldwide discussion of the Factor 10 Concept and hope that practical steps in this direction will gain momentum”.

Martin Bartenstein, Minister, Austria, Gro Harlem Brundtland, former Prime Minister of Norway, former Chairperson, Brundtland Commission, Director General, World Health Organisation. Ricardo Diez-Hochleitner, Präsident, Club of Rome. Rumen Gechev, former Chairperson, UN Commission on Sustainable Development, Sofia, Michito Ishii, Minister, Japan, Anna Lindh, Minsiter, Schweden, Nelson Mendela, former Prime Minister, South Africa, Ungsuh Park, President, Samsung Economic Research Institute, Emil Salim, President, Indonesian Foundation for Biodiversity, Stephan Schmidheiny, Chairman, UNOTEC Holding, Tadahiro Sekimoto, Chairman of the Board, NEC Corp. Maurice Strong, former Secretary General, UNCED. Rio 1992, Klaus Töpfer, former Minister, Germany, Director General, UNEP, Nairobi, Kenya.

The 1997 Carnoules Statement of the Factor 10 Club

A TEN-FOLD LEAP IN ENERGY AND RESOURCE EFFICIENCY

Within one generation, nations can achieve a ten-fold increase in the efficiency with which they use energy, natural resources and other materials.

The Factor 10 Club, an international body of senior government, non-government, industry, and academic leaders working out of Germany's prestigious Wuppertal Institute believes that such a goal is now within the reach of technology and, with appropriate policy and institutional changes, could be brought within the reach of economics and politics. In the process, we should see a steady improvement in the quality of life of communities, new opportunities and improved competitiveness for business, expanded possibilities for employment, and an increased potential for wealth creation and its more equitable distribution.

A leap in energy and resource productivity of this magnitude would strengthen the basis for sustainable social, economic and environmental progress. But it is not a simple matter. It would require action on many fronts and bold new commitments by international organizations, governments, industry and society. These commitments would be supported and reinforced by a number of trends.

Most significantly, we enter the new Millennium with the transition already underway. During the past few decades, economic and technological changes have resulted in a reduction in the demand for energy and some materials per unit of production. The link between growth and its impact on the environment has also been severed.

Indeed, a new economy has begun to emerge, one that is more efficient and potentially more sustainable. It is marked by people producing more goods, more jobs, and more income - while using less energy and resources for every unit of production. This new economy is the result of a complex combination of factors including new technologies and changes in historic relationships between capital, labor, resources and, especially, energy. It is most evident in those market economies open to change. It is led by world industry and is transforming it.

This trend is reinforced by another: the structure of demand is moving inexorably toward services. In industrialized countries, the share of manufacturing in business costs has already dwindled to some 20 - 25 %. Again, this trend is led by advanced companies.

These trends are more evident in some countries and industries than others but, unfortunately, their implications are not generally understood. In spite of the evidence, for example, most governments, corporations, and voters continue to assume that a healthy economy is one that uses increasing amounts of energy, materials and resources to produce more goods, more jobs, and more income. This assumption is a holdover from the mass economy of a dying age, an age in which growth was marked by a steady expansion in the production of energy, the depletion of resources, and the degradation of the environment. Although passé, this assumption still dominates public policies in finance, energy, agriculture, forests an other sectors, slowing and sometimes stopping and even reversing the transition to a new, efficient and more sustainable economy.

This assumption also dominates environmental policies. They continue to focus on the tail-end rather than the front-end of the economy. They encourage end-of-pipe solutions and treating or recycling resources, rather than increasing the productivity with which they are used. The result is a steady increase in environmental protection costs.

Environmental damage is caused not only by pollution but also by the processes involved in extracting resources. In fact, resource extraction is the more significant cause, since all materials taken into an economy end up sooner or later as emissions and wastes. Thus, reducing the costs of environmental damage requires both bringing down emissions and reducing the flow of resources drawn from nature in the first place.

Industry has long wanted to escape the growing burden of end-of-pipe environmental protection and certain advanced companies have long known how to do it. When pressed by the rising costs of energy, materials, and capital during the '70s and '80s, they found that they could invent products that use lighter and more durable materials and require less energy to produce. They also found that they could redesign production processes to require less and more flexible capital plant and to recycle and reuse by - products internally - with benefit to their bottom line. In fact, they discovered that front-end investments to enhance energy, resource and environmental efficiency, and front-end measures to design eco-intelligent goods and services, could be recovered and transformed into new business, new markets and new profit centers.

Studies show that environmental benefits of this "dematerialization" of the economy extend back to the beginning of the production cycle. They manifest themselves in decreased mining and mining wastes, decreased water consumption and water pollution, and decreased air pollution, deforestation and erosion.

Unfortunately, dominant environmental policies, like dominant fiscal and resource policies, continue to act as a drag on the transition on this new energy and resource efficient and dematerialized economy. This must change.

Rising levels of consumption by the rich and a doubling of the world's population over the next 40 - 50 years would require a factor 4 increase in food production, a factor 6 increase in energy use, and at least a factor 8 growth in income. If this is to be achieved without pushing the planet beyond certain critical thresholds that we are only now beginning to understand, governments must support policies that encourage industry and society to achieve ever-greater levels of energy and resource productivity and dematerialization. They must also deploy policies to ensure that these gains are not lost through a"boomerang" effect. Experience indicates that, with steady or falling prices, efficiency gains can be easily wiped out by yet higher levels of consumption.

Sustainability thus emerges as a key component of any successful paradigm to guide development in the Millennium. Sustainability requires a new emphasis on the nature and size of inputs to development, especially energy, resource, chemical and other material inputs. It requires that environment and development be made mutually supportive at the front end of the cycle when the goals and policies of society are being set, not at the tail end after society and the economy has already incurred the damage costs of unsustainable development.

The goal of increasing prosperity in the short term has too often been pursued without regard to the consequences for the environment and the economy in the longer term. With 20 percent of the population consuming 80 percent of the world's resources, it has als accentuated rich-poor differences within countries and among nations, and compounded the problems of managing cooperatively the risks to our common future. Sustainability requires a careful balance between long and short term goals and an emphasis on sufficiency, equity and quality of life.

In going this route, we can continue to enjoy a high quality of life and open it to others in the developing world. We can create an economy much less harmful to the ecosphere. And we can preserve an earth worth living on. To this end:

We call upon governments, industry, and international and non-governmental organizations, to adopt a factor ten increase in energy and resource productivity as a strategic goal for the new Millennium.

Some governments and international and business bodies have already begun to move in this direction. Austria and the Netherlands, for example, adopted this strategic goal in 1995. In Germany, the national parliament (Bundestag) holds a regular enquête on material flows in the German economy. The World Business Council for Sustainable Development has called upon world business to adopt a strategic target of factor 20 for resource productivity increases. In cooperation with the newly founded Factor 10 Institute, the Ministry of Economics in Vienna is now preparing a country-wide information campaign to help small and medium sized businesses to design eco-intelligent products. The Canadian government has established a Commissioner for the Environment and Sustainable Development who will review government policies and programmes against sustainability criteria and report annually to Parliament. The OECD is exploring Factor-10 as a potential thrust. In the United States, the President's Council on Sustainable Development has taken an active interest in Factor-10 and eco-efficiency.

We also call upon governments to transform policies that now act as barriers into instruments to realize this goal, facilitating rather than impeding efforts by industry and institutions of science and technology. And we call upon industry and non-governmental organizations to support these changes politically.

Technology, driven largeley by market forces, has made possible a gradual reduction in the energy and material content of growth. But our public and private institutions lag far behind this potential. A number of key changes are needed.

The most important change needed is to bring the signals people and business receive from the market, and the incentives they find, in line with economic and environmental realities. In a market economy, the most important and pervasive signal is price.

Today, most energy and resource prices today are distorted - sometimes grossly distorted - by government interventions in the market. Tax and fiscal incentives, pricing and marketing policies, and exchange-rate and trade-protection policies all influence the energy and resource content of growth and the extent ot which growth enhances or depletes stocks of ecological capital. The same is true of certain kinds of sectoral policies. Energy subsidies can, and usually do, favor fossil fuels and nuclear and penalize efficiency, biomass and renewables. Tax concessions for logging, settlement, and ranching can accelerate deforestation, species loss, and soil and water degradation. Pesticide subsidies can promote excessive use and thereby threaten human health, pollute water and increase the number of pesticide-resistant species. Subsidies for water resource development and water use can lead to overuse for irrigation and industrial and municipal purposes.

These subsidies are an enormous burden on public budgets. Some recent studies put them in the range of one trillion dollars a year, about the same that governments were spending on armaments during the height of the cold war.

They influence the environment and resource content of growth in the wrong way. They actively, if unintentionally, encourage public and private decisions that preordain unsustainable development. They are economically perverse, trade distorting and ecologically destructive, often all at the same time.

Reforming these perverse incentives will reduce a major source of price distortions which tilt the playing field against the environment and the economy at the same time. But it won't level the playing field. To do that, governments will have to move to full cost pricing. They will have to introduce measures to internalize the environmental costs of products, processes and services.

Some experts have suggested that governments should gradually overhaul the way the raise revenues. We are obviously taxing the wrong things. We should gradually reduce taxes on income, savings and job creating investment and gradually increase them correspondingly on energy, on resource extraction, on pollution and on products with a high envrionmental impact. The shift could be slow, revenue neutral and designed to avoid any extra burden on poorer sections of the community. It could have a environmentally positive impact on consumption patterns and on the cost structure of industry, without adding to the overall tax burden.

These reforms would enable governments to harness market forces in support of a more rapid transition to a new, energy and resource efficient economy. It would also reduce the need for command and control in support of end-of-pipe environmental protection. And it would greatly reduce burdens on public budgets.

Working with industry, governments should be more creative in creating markets where none presently exist. Through tradable emission permits and other systems, the market could be harnessed to help reduce carbon and other greenhouse gas emissions to the atmosphere and to achieve other environmental goals articulated through political choice.

We also call upon governments to develop and adopt new means of measuring wealth and new indicators for sustainable development. And again we call upon industry and non-governmental organizations to support these changes politically.

Although the principle of sustainable development has been widely adopted, progress toward it has been hindered by lack of operational definition; most significantly, with respect to the core concept of resource use. To stimulate progress on sustainable development, we believe there is urgent need for robust directional indicators.

Existing indicators of environmental quality focus attention on the back end of the development cycle, on the environmental effects of unsustainable development, and on add-on policies and technologies to reduce those effects.

Indicators of sustainable development would focus attention on the front end of the development cycle, on energy, resource, chemical and other inputs to development, and on policies to influence them. International agreement on such indicators is needed.

International agreement is also needed on some simple measures for assessing the ecological intensity of material flows. Two such measures have been developed in the Wuppertal Institute: the Material Input Per unit Service (or MIPS) and the Cost Per unit Service (or COPS).

We also call upon industrial leaders to support these changes politically and to make corresponding changes in their own enterprises.

Enterprises have a natural interest in stable economic and politcal conditions and in predictable markets. When viewed within the context of sustainable development, the environment becomes not just a cost of doing business but a potential source of competitive advantage. The enterprise which embraces the concept can quickly realize the advantages - more efficent processes, improvements in productivity, lower costs of compliance and new strategic market opportunities.

This requires commitment at the highest levels of the corporation. The most senior leadership of an enterprise, beginning with the CEO, must adopt sustainability as the fundamental test of all development and as the key operating principle in business planning and decision-making on investments, products, processes and marketing strategies.

Business leaders should also introduce complementary changes in their systems of corporate reporting to integrate the concept of sustainable development. This would involve introducing new measures to enable management, investors, stakeholders, and other participants to determine whether or not the enterprise is increasing or decreasing energy, natural resource, hazardous chemical and other material inputs per unit of output; increasing or decreasing waste and emissions; and increasing or decreasing its net use of natural capital.

We do not suggest that all the answers are known. There are problems to be faced. The limits to open international competition is one example. The role of industry with respect to social and political issues is another. Should we perhaps revive the concept of a long-term social contract for industrial enterprises? What new international accords or organizational structures are required to make a level playing field?

Despite these uncertainties we remain convinced that if the process of dematerialization does not begin, both the social fabric of our societies and the global ecosystem are seriously at risk in the medium-term. Furthermore, by starting now, we would have the option of achieving a transition slowly by evolution rather than being forced to change suddenly through revolution.
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