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Abstract

The purpose of this paper is to review the current business practices of
organisations that are working towards environmental sustainability in
New Zealand, and to note new trends.

Business managers are aware of the competitive advantage they may gain
through such practices and a number of New Zealand businesses have taken up
the challenge of implementing sustainable practices over the last decade.
International companies and local businesses reliant on overseas markets are in
the forefront of combining regulatory compliance with meeting additional
environmental performance criteria. However, there are a number of New
Zealand businesses that restrict their efforts to regulatory compliance only.
Small businesses, in particular, perceive that long-term investment may need to
precede any expected gain and, as a result, are reluctant to commit to
environmentally sustainable practices.

In New Zealand, local government is a major driver of the move towards
sustainable business practices. It is raising awareness and fostering business
involvement through local award schemes, coordination services, and having
field officers work directly with businesses to assist them with sustainable
business practices, such as waste management.

There are a number of initiatives from which businesses can choose if they wish
to operate in a more environmentally sustainable way, ranging from cleaner
production and process-oriented changes to the introduction of an
environmental management system (EMS).

There is however, a lack of coordinated and subsidised advice to businesses,
particularly small businesses, on the range of sustainable business practices
available to them. There is also a need for education to reinforce the fact that
many businesses can achieve financial gain from very little investment in
sustainable practices (often time only). For example, a quick waste stream
analysis undertaken to determine what wastes are being generated where in a
production process is likely to give rise to alternative cost- and environment-
efficient practices.
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In this light, The Natural Step concept (TNS) can be examined as a possible
overarching strategy that businesses may apply when developing sustainable
business practices. TNS is a framework that provides direction and context for
initiatives towards environmentally sustainable business practices. It consists of
four scientifically accepted system conditions that are deemed necessary for
sustaining the environment’s life support systems. The Natural Step concept
originated from a consensus process among Swedish scientists in the 1980s and
has since been adopted by many scientists, businesses and local governments
throughout Scandinavia, North America, Australia, New Zealand and South
Africa.

Companies that have introduced TNS into their operations include IKEA
Furniture, Scandic Hotels, Interface Carpet, Electrolux, and the Collins Pine
Company. The Warehouse and Phoenix Foods, a small New Zealand-based
company, are currently working towards meeting the TNS four-system
conditions.

The TNS concept could be used to foster a more coordinated and national
approach for New Zealand businesses wanting to move towards sustainable
practices, as it allows for a degree of freedom that can be tailored to the
requirements of particular industry and business operations to combine
profitable business activities and processes with sustainable practices.
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Towards the implementation of sustainable
business practices in New Zealand organisations

Introduction

Background and purpose
This review concentrates on sustainable practices and activities undertaken by
New Zealand businesses between January 1997 and August 1999. Over the last
10 years New Zealand businesses have shown significantly increased interest in
addressing the question of how their operations can become more sustainable.
The level of commitment ranges from meeting current environmental
requirements imposed by the Resource Management Act 1991 (RMA) and other
environmental legislation (such as the Health and Safety in Employment Act
1996, and the Hazardous Substances and New Organisms Act 1998 (HSNO)),
through to being involved in reducing operational waste flows and getting
greater efficiency from resource inputs (ranging from energy efficiency to more
efficient use of material). Some businesses are looking at the potential for
business advantage that results from demonstrating higher environmental
performance.

The documentation of the current status of New Zealand environmental
business practices is patchy. There are no publications that reflect current
practices for a representative number of New Zealand organisations working
towards environmental sustainability or that give a significant indication of
emerging trends.1 This study was undertaken with the objective of collecting
information about the current activities of a diverse group of organisations to
ascertain current trends and predict future developments in sustainable
business practices in New Zealand. The findings may also be helpful in
determining which tools are best applied to different types of organisations in
order to achieve environmental sustainability.

1 A few pending New Zealand publications should be acknowledged:
Springett, D. [1999]. Corporate environmental responsiveness in New Zealand: Report of 1999 survey.
Palmerston North: Massey University. (Unpublished)
Woodward, Clyde. [1999]. Green Market Signals: Key Opportunities and Risks to New Zealand Export Trade,
funded by the Sustainable Management Fund. (Unpublished)
Holdsworth, Leanne. Interviews with 14 business leaders in New Zealand and Australia, investigating
social and environmental responsibility. (Report to be published in April 2000)
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Developments in this area in New Zealand are only recent and there is little
published material in academic journals. The main sources of information are
press releases and newspaper articles and, for this reason, the literature search
tends to reflect businesses whose activities have had media coverage. The actual
number of organisations involved in developing sustainable business practices
may, in fact, be higher than is generally perceived. There is also potential for
considerable bias as many newspaper articles may be adapted from company
press releases and reflect subjective and unchallenged data. However, in spite
of possible bias, observations and deductions can be made that provide a basis
for further research.

Methodology and keywords
This paper contains a number of specialist terms that are discussed in the
Appendix. Some readers may want to look at these terms before reading the
rest of the report.

Two New Zealand databases have been searched: the Knowledge Basket
database, which includes the News Index and News Text archives, and the
National Library database, which provides access to Index New Zealand. Both
databases index national newspaper and magazine articles. Subsequent sources
of information were New Zealand (only) press and journal articles published
between January 1997 and August 1999.2

The selected keywords incorporate a range of environmentally sustainable
business practices. A search for New Zealand coverage of The Natural Step
framework was also included to ascertain New Zealand company involvement
and to determine possible links to other activities.

Keywords used during the initial archive search were selected in order to find
business activities that fit the following categories:

• Environmental management

• Sustainable management and/or development

• ISO 14001

2 Three sources published outside the defined time frame are also included: Auty (1993), Matterson
(1993) and Barber (1996), as these were the only results that were linked to the keyword search for
‘cleaner production’. References to cleaner production issues are found under a broad range of
keywords. This may indicate that the term cleaner production is now embedded in environmental
management activities.
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• Environmental policy and/or indicators

• Green branding

• Business care and environment

• Cleaner production

• The Natural Step or TNS

• Introduction of TNS concept into New Zealand over the last 2 years through
the lectures of Paul Hawken or Ray Anderson.
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Current business practices in New Zealand

Organisations have varying levels of environmental compliance, and in this
review they are split into two groups — minimum compliance and compliance
plus.

The minimum compliance group is meeting legal local requirements; that is, the
requirements imposed on them by the Resource Management Act 1991 and the
Hazardous Substances and New Organisms Act 1996. In this paper the term
minimum compliance includes criteria required by overseas markets.3

The compliance-plus category includes organisations that are developing
initiatives that build on initially imposed requirements.

3 The term compliance usually only covers adherence to local law.
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Minimum compliance

This group reacts to local and national legislation and, in some cases, to
international market demands. Local government initiatives that promote
sustainable business practices through award schemes and other incentives are
also included in the discussion. The review considers the need for further
regulation, driven by central government, which could provoke businesses to
move beyond their minimum compliance behaviour.

Regulatory/compliance-driven activities
Most environmental awareness is regulation driven. Firstly, compliance with
local regulations and law is necessary today for many companies to stay in
business and to avoid financial fines. Secondly, compliance with export market
demands and foreign legislation is necessary if companies are to prosper and
remain competitive in international markets. Stringent European and other
overseas environmental legislation (such as packaging and waste law) impacts
on international product trade (Fox 1997). New Zealand manufacturers who
rely on exporting are being urged to work towards internationally accepted
accreditation (such as ISO 14001 standard) to maintain their position in the
international market (Export News, 21 July 1997:7). Jayne (1999) confirms that
export-driven companies are starting to react to the international realisation
that environmental degradation has to be alleviated by better business
practices. Exporting companies that were already required to meet local
Resource Management Act (RMA) provisions are now starting to introduce ISO
14001 to satisfy European Union regulations (Export News, 21 July 1997:7).

Regional planning requirements are another reason for minimum compliance
behaviour. For instance, council resource consents may be tied to conditions
that require businesses to review their production methods and introduce more
environmentally benign options. A discharge to air permit granted to the Kiwi
Point Quarry was bound to the installation of a dust suppression unit by a
given date (Contractor, 30 September 1997:29).

Coping with the changes necessary to comply with the Resource Management
Act and council requirements has led the Kiwi Cooperative Dairies Ltd to
pursue ISO 14001 accreditation for selected plants (Daily News, 15 April
1999:14). In another example, the high priority the Sealord Group has given to
legal compliance issues has led to better environmental management of their
operations. The precautionary principle (anticipating environmental risks and
introducing measures and processes to avoid them) was adopted in relation to
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business operations and new procedures that have reduced the risk of
accidental spillage (National Business Review, 24 January 1998:19). These two
examples illustrate how minimum compliance can lead to further development
of sustainable practices. More initiatives are discussed in the section on the
compliance-plus group.

The role of local government
Although local environmental legislation often requires businesses to change
their practices so that minimum compliance is achieved, local councils may
have inconsistent expectations of business practice and, as a result, in some
regions, enforcement of legislation is seen as patchy and too basic:

• In March 1999 the Taranaki Regional Council was criticised by the Royal
Forest and Bird Society for allowing a forestry project to go ahead under
consideration of best practice rules, which the society considered were
interpreted loosely, and which has resulted in unsustainable management
of the project. Local rules on land clearance are required and need to be
coordinated nationally to ensure consistency between regions (Maetzig
1999).

• Christchurch Regional Council plans to introduce a number of legislative
changes over the coming years to regulate air emissions and integrated
groundwater use. These changes will impact on the region’s business and
community sectors (Keene 1998).

• The Manawatu-Wanganui Regional Council considers that its efforts to
work with farmers to improve environmental management are lacking
impact in the farming community. Although the Council has developed
regional plans and policy, implementation is still patchy. The Council is
hoping to address a number of shortfalls through its environmental
education programme.

New Zealand is a signatory to Agenda 21, a United Nations Action Plan
promoting sustainable development, and it is the responsibility of local
government to implement this declaration. Councils promote sustainable
business practices in their regions through different media, and a number of
local councils sponsor annual environmental awards to businesses.

Award schemes and other incentives are related to waste minimisation, energy
efficiency programmes, environmental education and so on. These initiatives
may be independent of, or even beyond, the legal compliance of business
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activities. They are discussed here in their capacity to result in improved
business compliance and better practices, for example, in waste reduction,
which in turn will help reduce landfill costs for local government:

• The Manawatu-Horowhenua District Council received 56 entries for its 1998
environmental awards — an increase of 100 per cent over the previous year.
Awards were given for improved effluent treatment, protection of natural
resources, environmental education, cleaner production, and waterside
improvement activities (Saunders 1998b).

• The Hastings District Council presents cleaner production awards for
recycling wastes, energy efficiency, using by-products and non-toxic
products, and reducing or avoiding waste production (Dominion, 20 March
1997:4).

• The Canterbury Regional Council noticed an increase in entries for their
environmental awards, which are presented annually in conjunction with
Landcare Research and Zonta North Canterbury. This may indicate ‘... an
increased awareness in [the] potential to use natural resources for various
projects in the community [in a more sensible manner]’. (Press, 12 August
1998:32).

• The Taranaki Regional Council gives environmental recognition under the
following categories: industrial, agricultural, individual or school/
community. The 1998 award winners demonstrated improvements in air
emissions, good quarrying practice, sustainable land management, and
helping to increase environmental awareness of, and improvements to, the
coastal strip (Daily News, 14 April 1998:15). The 1999 awards went to such
projects as introduction of a wetland treatment system, implementation of
sustainable land management practices, plant pest management,
enhancement of a coastal strip, and the implementation of a waste
management and recycling programme (Maetzig 1999b).

• In 1998, Environment Waikato introduced an awards scheme to support the
Waikato Business Network in its efforts to integrate environmental
management into everyday business and achieve lasting environmental
improvement by reducing waste and promoting efficient resource use.
(Waikato Times, 24 September 1998:15).

• The Wellington Regional Council developed the ‘Workplace Pride’ initiative
as part of its solid waste management plan in 1993. The aim of Workplace
Pride was to introduce a cleaner production education programme to the
community (Recycle Today, September/October 1993:23; Auty, 1993).
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A similar approach was taken by the Canterbury Regional Council, which
helped develop guidelines to enable businesses to assess the environmental
impacts of their operations (Yardwood 1996).

Both initiatives were based on the Ministry for the Environment Cleaner
Production Programme, which was adapted from the United Nations
environment programme. Although the launch of these activities is outside
the specified time frame of this literature search, they are understood to be
ongoing programmes.

Local government is required to consult with local iwi and to honor tribal
values and environmental management plans. Ngai Tahu, for example, is in the
process of formally developing environmental policies on fresh water,
discharge to air and land, and accident recovery. Although the plans have no
statutory status, councils will have to take them into account when developing
their plans, and during iwi consultation, as required under the Resource
Management Act (Howard 1999).

The role of central government
Several writers have expressed the view that the Government must take the
lead if New Zealand businesses are to take environmental sustainability
seriously.

Analyses and feedback from local government, businesses and the community
relating to current New Zealand environmental legislation suggest a need for
more detailed environmental regulations and incentives. The move towards
more sophisticated legislation must be driven by central government and
should cause businesses to move beyond minimum compliance behaviour. The
spirit of the Resource Management Act needs to be revisited by central
government. This should be done in consultation with local government and
businesses to allow them to identify with its purpose. Farmers, for example do
not like the Act’s ‘lack of rigorous analyses, unpractical regulations, council
misinterpretation, and massive costs’ (Undorf-Lay 1999).

Existing legislation has to be reviewed and tailored to meet the requirements of
different groups. There is, for example, cautious response to the biodiversity
plan, which may not be accepted at a community level, due to ambivalent
wording and a lack of clear direction regarding its implementation (Press
24 June, 1999:25).4 Generally, there seems to be a need for legislation that

4 Other authors, however, argue that some councils have adopted effective ways to promote biodiversity
protection (Froude 1997).
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provides clearer definitions of such things as hazardous wastes, and clearer
national strategies for policy implementation need to be stated. (Saunders
1998a).

Central government is currently considering regulation where voluntary
measures, such as oil recovery programmes, have not worked successfully. It
recognises that ‘mechanisms other than voluntary agreements are needed to
help meet environmental targets’ (Evening Post, 8 October 1998:10).

In addition to promoting and encouraging compliance with existing regulations
or the expansion of compliance regulations through new requirements, such as
environmental reporting or packaging take-back legislation, central government
also has the power to introduce economic instruments. Financial instruments,
such as incentives or taxes, awards, and loans, may work towards this goal.
These may eventually result in a ‘compliance plus mentality’ within business.
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Compliance plus (voluntary environmental enhancement)

A number of New Zealand businesses, have developed initiatives that go
beyond compliance requirements. Some projects are funded by central
government and coordinated by local bodies. Target Zero, a waste minimisation
initiative, was developed in partnership by Electricorp New Zealand (ECNZ),
Southpower, the Christchurch City Council and the Hawkes Bay Regional
Council. Industries are encouraged to research ways to minimise waste
generation in their industrial processes.

Target Zero is expected to be adopted in other regions after its initial trial run
(Press, 23 August 1997:4; Gillies 1998). Target Zero includes a range of different
industries and businesses and is the first project of its kind in New Zealand. The
initial project development was financed by the Sustainable Management Fund
and managed by the Ministry for the Environment. Local Target Zero groups
operate regular training sessions with council coordinators and local
consultants. The Christchurch Polytechnic, a member of the Target Zero
programme, has already developed an environmentally sustainable
management programme that covers all aspects of the Polytechnic’s activities. It
focuses on vehicle emissions, sawdust emissions and residues in their carpentry
activities, as well as the provision of recycling bins (Calcott 1998).

The New Zealand Food and Beverage sector has implemented initiatives that
ensure overseas environmental competitiveness. An environmental
management programme was introduced by the Wairarapa and Hawkes Bay
Business Development Boards with the aim of developing a generic
environmental management system (EMS) for food and beverage processors in
New Zealand. It is aimed at small- to medium-sized enterprises with fewer than
50 employees. Local winegrowers have also picked up on that initiative
(Hocking 1997). A different programme, the Integrated Winegrape Production
project (IWP), promotes sustainable viticulture and winemaking practices and
integrity assurance. It has been taken up by 120 New Zealand vineyards. Some
wine producers are going further. The CJ Pask Winery and Vidal Estate in the
Hawkes Bay area, and Martinborough Winery and Palliser Estate in the
Wairarapa region, are working towards ISO 14001 certification to secure
international competitiveness (Syme 1998).

The New Zealand mussel industry has also developed a voluntary code of
environmental practice that forms part of their environmental management
system (Nelson Mail, 6 March 1999:4). ‘This is believed to be the only activity of
its kind adopted by any shellfish industry worldwide’ (Moore 1999).
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A number of larger multinational companies are reported as being active in
exceeding environmental compliance for their New Zealand operations,
commonly involving certification to the ISO 14001 Standard. The main focus for
the Ford plant in Manukau City, which received ISO 14001 certification in 1998,
is the safe management and disposal of oil, paint lines, and coolant (Waikato
Times, 31 December 1998:27). Du Pont’s Morrinsville operation has also gained
ISO 14001 certification. The initial focus here was on waste reduction (Fox 1997).
Other large New Zealand companies reported to have achieved ISO 14001
certification include 3M New Zealand Ltd, Heinz-Wattie Ltd, Mobil Oil New
Zealand, and Timberlands Westcoast. Accreditation of Timberlands Westcoast
has resulted in the prevention of water-course contamination and has ensured
that the design of refuelling sites prevents spillage and contamination of work
sites (Press, 5 February 1999:6). A smaller New Zealand company accredited
with the ISO 14001 Standard is Eco Works, owned by Waitakere City Council
(MG Business, 8 December 1997:3).

Other companies are gearing their activities towards reducing potentially
harmful emissions below the maximum allowable rate. Shell New Zealand, for
example, is supporting the parent company’s commitment to cut greenhouse
gas emissions below 1990 emission levels by the year 2002, and has invested in
23,000 hectares of Northland forest to trade biomass growth against CO2

emissions (Dominion, 2 November 1998:18). BP and Shell are also dedicating
10 per cent of their research budget into renewable energy (Smellie 1999).

The move beyond compliance by a number of businesses and industries has
attracted joint ventures between academic institutions and industry. Auckland
University, the Institution of Professional Engineers New Zealand (IPENZ) and
UNITEC have together established a centre for sustainable management and
now survey New Zealand industry and commerce. They have also developed
services and products that help companies to integrate sustainable management
into business practice (Kennedy 1998).
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Organisational attitudes

An examination of statements made by, and about, behaviours of organisations
reveals a range of attitudes towards the environment. Examination of business
forward projections further indicates that businesses generally are aware of
environmental issues and emerging opportunities to address these issues.

What follows below is a compilation of statements that show

• current company attitudes towards the environment

• perceptions of future development.

Company attitudes towards the environment
Despite the previously identified successes, New Zealand companies in general
have an ‘overwhelming focus on the risks of not achieving the regulatory
environment created by the RMA and the costs of not meeting its requirements’
(Morgan Williams, Parliamentary Commissioner for the Environment, quoted
in Smith 1997). Any move towards better sustainable practices is particularly
hard for medium- and smaller-sized businesses that consider the cost of
environmental management an extra investment with minimal return (Waikato
Times, 26 March 1998:15). This is confirmed by Jayne (1999) who states that
smaller businesses, in particular, do not have enough resources to pursue
environmental issues. Many are not even interested in basic environmental
housekeeping.

‘Many companies ... are not ready to allow the [ISO 14001] Standard to rule
their corporations from a business philosophy point of view. Their view is that
it is just another standard but with an environmental basis.’ (McDowall 1999).
Overall, most New Zealand organisations do not consider that good
environmental management may also lead to better business opportunities, that
is, cost savings (Smith 1997). To achieve sustainable management of resources,
sustainable ethics must be learned first. Following surveys of New Zealand
businesses, the IPENZ Centre for Sustainable Management believes that ‘the
key to achieving sustainable management of resources and the environment is
for industry, business and the professions to adopt a sustainability ethic in their
policy and operational practices’ (Kennedy 1998).
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Perceptions of future development
Environmental awareness in industry is steadily rising (Moore 1999). Smellie
(1999) predicts that ‘there are clear signs the world is in the early stages of a
major shift in environmental consciousness’. Prudent industries will become
proactive by addressing environmental issues before legislation requires them
to: ‘Economic competitiveness increasingly hinges on knowing how sustainably
we are managing the whole New Zealand environment’ (Knight 1997:26).

From a strategic business management perspective, Boven (1997:19–24) offers
four arguments that currently impact on environment and business
developments and are relevant for the future:

1. Business cannot be expected to refrain from causing environmental damage.

2. Business will tend to oppose regulation and keep compliance to a
minimum.

3. We should not expect government to take the initiative in introducing
legislation that will prevent or punish environmental damage.

4. Individuals and opinion leaders must take the lead.

In New Zealand, this trend towards increased environmental awareness can be
seen in the establishment of the New Zealand Business Council for Sustainable
Development, which has a diverse group of members including The
Warehouse, Hubbard Foods, and the Fletcher Challenge Group (Reynolds
1999). These organisations argue that, to become more environmentally
sustainable, the ‘triple bottom line’ must be considered — a company must mix
economic prosperity with environmental protection and social equity in order
to extend the company focus beyond commerce into the community (Jayne
1999). Environmental sustainability will then be a ‘natural’ outcome.

Consumer pressure for greener products is also an important measure for the
environmental efforts companies may make in the future (Riordan 1998).
Changing consumer behaviour, however, is imperative for the development of
green consciousness. A recent Massey study showed that while there is a
sizable group of consumers who say green issues are important to them, these
people purchase a wide range of brands, and only a very small proportion buy
brands with a strong green image (Dominion, 10 February 1999:11). This
behaviour may be an argument against the effective positioning of green
branding and/or labelling. Another study, which looked at buying behaviour
with regard to cleaning products, confirms the notion that New Zealand
consumers tend to buy green only when the price is right — ‘People have really
seen the economy of buying refills’ (Woodfield 1997). This behaviour seems to
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be contradictory to the American experience, where ‘there is a morality in the
market place that rewards [environmentally friendly] business behaviour’ (Ray
Anderson, Interface Carpets, quoted in McLinchy 1999).

More proactive work is now needed to ‘get the message out about what can be
done here and now in people’s day to day lives that sometimes can save money
and reduce impacts on the environment. To achieve this, Planet Ark — an
overseas initiative that uses celebrities to communicate this message — is being
established in New Zealand’ (Evening Post, 11 May 1998:15).

‘Industries must now move from defending themselves to being heroes, ahead
of everyone else, fighting for tomorrow’s market and tomorrow’s technology’
(Karl Hendrik Robert, founder of the Natural Step, quoted in Barber 1996). One
way for industry to secure a place in tomorrow’s market may be to move
towards green market positioning. So far, however, the New Zealand initiative
towards eco-labeling has not been adopted as widely as was hoped. Marketing
strategies are in place to promote New Zealand products with an eco-label and
the 17 principles that have to be met to gain accreditation. Although the New
Zealand eco-label is associated with the global initiative, its acceptance is
unclear at present and may be dependent upon further international or
consumer pressures (Hall 1997). However, a number of businesses are well on
their way to positioning themselves in the green market place. The network
group, Living Wine, has gained group accreditation for ISO 14001. It has
embraced principles of cleaner, integrated production to ensure its future
international market position is consistent with New Zealand’s clean and green
image. (Syme 1998).

Although a branding initiative for the New Zealand food and beverage market,
called Project 98, failed, it has set the scene for its component groups to
continue to work on sector specialised schemes (Jayne 1999).

The New Zealand tourism industry provides a final example of an industry that
has recognised the trend towards environmentally sustainable development,
and it has introduced a framework that claims to be economically and
environmentally sustainable (Southland Times, 30 July 1999:3).

On the downside, there still seems to be considerable potential for companies to
continue to attempt to position themselves through deceptive advertising, by
trying to capture the market segment of consumers who indeed buy a product
because it is considered to be (comparatively) green. In a Massey University
study, it was noted that the name ‘Slims’ (as a brand for more healthy potato
chips) refers to the wafer-cut rather than to the fat content. In another example,
as new battery brands have entered the New Zealand market one of the options
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used to position particular brands has been to market their ‘green features’.
However, ’traders admit that there is very little that is environmentally sound
about a battery’ (Matterson 1993).

The question of future strategic positioning of all New Zealand products on
overseas markets remains a key issue. While green branding seems appropriate
for tourism and exporting primary produce, it has hardly any impact on the
sale of technological products. In an attempt to market the country as a
technology leader, in 1998 the New Zealand government introduced a shift to
market New Zealand internationally as possessing ‘small high-tech industries
that benefit from links between business and the scientific community’
(Hosking 1998). This change in emphasis may initially have been at the expense
of promoting cleaner and greener business practices in terms of government
resource allocation, however, it also reflects the low priority that
environmentally sustainable development had at central government level at
that time.5

5 This statement is made in regard to the ruling (National) government in November 1999. The author
notes the recent reallocation of parliamentary seats in favour of the Labour and Green Parties that may
impact more positively on future directions.
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The Natural Step Framework

A number of New Zealand businesses are involved in practices that foster
sustainable environmental management to different degrees. New Zealand
businesses believe that future developments will require the introduction of
sustainable management practices to a higher degree than is currently required.
‘The thing we are going to be judged on more and more is our environmental
management. We use it as part of our competitive advantage so we’re very
vulnerable if we don’t do something about it, (Morgan Williams, Parliamentary
Commissioner for the Environment, quoted in Smith 1997). The Natural Step
(TNS) framework can be used by businesses to integrate environmental
considerations into their core operations.

Introduction to the TNS framework
The following description of The Natural Step framework was given in a joint
declaration made by scientists and engineers at the Wingspread Scientific
Consensus meeting in Racine, Wisconsin, in February 1997.

The Natural Step provides a simple yet elegant framework to integrate environmental
issues into the frame of business reality and to move the company toward sustainable
development. The framework’s purpose is to explain systems in the simplest way so
an organisation can deal with complexity without either getting lost in it or denying
that it exists. It includes four core processes:

• perceiving the nature of the unsustainable direction of business and society and
the self-interest implicit in shifting to a sustainable direction

• understanding the first-order principles for sustainability

• strategic visioning through ‘back-casting’ from a desired sustainable future

• identifying strategic steps to move the company from its current reality toward
its desired vision.
(Nattrass & Altomare 1999:18)

The first order principles are those that must be followed for a society to be
sustainable. These, known as the four system conditions, state that

In order for a society to be sustainable, nature’s functions are not systematically:

1. subject to increasing concentrations of substances extracted from the earth’s
crust;

2. subject to increasing concentrations of substances produced by society; or
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3. impoverished by overharvesting or other forms of ecosystem manipulation.

And,

4. resources are used fairly and efficiently in order to meet basic human needs
worldwide.
(ibid p. 23)

This framework has received validation from a number of scientists and
engineers, initially in Sweden, but also subsequently in the United States of
America, the United Kingdom and Australia:

We believe that without solutions to the problems addressed by The Natural Step,
both human civilisation and biological diversity are seriously threatened. The
development of appropriate solutions to these problems requires the support and
contributions of the global community of scientists and engineers.

We further believe that the application of The Natural Step’s Four System Conditions
is a valid approach for addressing these problems, and is especially useful for
organising information regarding sustainability.
(ibid p. 27)

Nattrass and Altomare (1999) describe the TNS framework as facilitating the
process of moving toward sustainability by

• describing the features by which we can recognise our destination

• pointing out the direction of travel

• providing a compass to keep us on track.

Applying the TNS system conditions to business operations raises questions
about dependency on non-renewable resources, use of unnatural substances,
ways to reduce the dependence on nature-consuming activities, and ways to do
more with less (Roberts 1997). Using the TNS system, a foundation can be built
to bring about behavioural changes and pave the way towards implementation
of sustainable environmental and financial business practices in New Zealand
and internationally.

How can TNS link with New Zealand organisations?
Underlying the Natural Step Framework is the perception of a cyclic economy,
as opposed to a linear, throughput-economy (Roberts 1997). This shift in global
thinking is illustrated by four separate phases that can be identified in the
corporate response to environmental issues:
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1. The compliance phase of the 1970s when regulatory standards were
imposed.

2. The anticipatory phase of the 1980s when industry sought not only to
comply with regulations, but also to reduce impact on the environment and
provide themselves with a competitive edge in order to avoid litigation and
clean-up costs.

3. The eco-efficiency phase of the 1990s when industry sought further to
reduce input and waste costs.

4. The sustainable development phase, projected for the 2000s, in which
companies will totally integrate the design of products and processes with
environmental criteria. In this scenario, products are designed so that they
never become waste; instead, they are recycled or reused in some way.
(Nattrass & Altomare 1999:16)

This fourth phase requires a new framework for business reality and is based
on four keystrokes:

1. Progress towards zero waste.

2. Whole systems thinking.

3. Making the world’s problems the company’s problems.

4. Moving beyond the focus on environmental issues to a focus on sustainable
development.
(Nattrass & Altomare 1999:15).

The impact of whole systems thinking can be seen in the following flow
diagram (developed conjointly by Peter Singer and participants at The Natural
Step USA Workshop: Portland, Oregon, April 14–18, 1999).

Waste
Waste from discard

Waste from use

ProductionExtractionRegeneration

Recycling Recycling

Goods
in Production

Goods
in Use

Natural
Resources

System diagram of the environment
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This diagram shows that waste occurs during the manufacture of goods, during
the use of goods, and from the disposal of goods at the end of their economic
life. Waste includes anything that cannot be recycled, reused, or be used in
another process. To eliminate waste, the emphasis needs to shift from waste
management to product and process design.

The Natural Step approach brings together groups that have, in the past,
considered themselves as mutually exclusive — ’scientists, business leaders,
environmental groups, and environmentally aware citizens’ (Waikato Times,
17 September 1998:17). Overseas, big companies, such as Electrolux, Scandic
Hotels, Nike and Ikea, have adopted the Natural Step in their environmental
policies. In New Zealand, corporates such as Tait Electronics, The Warehouse,
and Tranz Rail have shown interest. The framework allows for an individual
company approach and can be tailored to specific needs and industry emphasis.
Given that there seems to be a general global understanding in the business
world that sustainable environmental management will be a paramount goal in
the future, New Zealand businesses should now start to consider their
individual environmental impacts and resource use. The Natural Step could
provide a frame for status quo analyses, at least, and become a stepping stone
for change that can be implemented at any time, now or in the future.
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Conclusion

To date, only a few New Zealand businesses have taken up the challenge to
operate in a more environmentally sustainable way. While some have already
implemented sustainable practices, or are in the process of doing so, the overall
awareness of environmental sustainable opportunities is low. Compliance-
driven activities reflect reactive business behaviours. Most business managers
do not take into account the potential market and financial advantages that will
be gained through better environmental practices. Overall, environmental
compliance is inconsistent and most of the current central and local government
initiatives are uncoordinated. On the other hand, there are some encouraging
developments resulting from local government environmental award schemes,
which seem to be of growing interest to business.

Another big challenge for New Zealand business is to prove the financial
viability of more environmentally benign practices. Many businesses still
perceive environmental improvements as a lost investment. The Natural Step
concept may provide a framework to debunk this fallacy and could be utilised
to facilitate the needed mind shift.

Local government seems to be the main driver of the move towards sustainable
business practice in New Zealand. This role is manifested through the national
ratification of Agenda 21. It would make sense to build on this impetus now, by
committing more resources to educating the business community and wider
public generally, thereby increasing awareness of the benefits of sound
environmental business practices.

The move towards greener business practices brings international challenges.
The trend towards a global economy enables some larger businesses to avoid
environmental issues and to produce overseas where there is cheaper labour
and less environmental regulation.

Ultimately, an internationally accepted and enforceable consensus must be
established to avoid shifting the environmental impacts to other countries. The
Natural Step framework could assist in achieving such a consensus.

With a clear international trend for environmental stewardship now emerging,
it is important that New Zealand businesses build on this knowledge and take
full advantage of the opportunities offered by environmentally sustainable
business practices.
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Appendix — Definitions

The following definitions of the keywords used in the literature search are not
intended to provide narrow definitions, but to clarify the understanding of the
terms as used by the author.

Environmental management systems (EMS) provide a structured approach to
planning and implementing environmental protection measures. They

• are tools for managing environmental impacts and reducing environmental
risk

• are often the first coordinated step organisations take towards
environmental improvement

• enable organisations to measure their environmental performance (see
‘environmental indicators’) and to regularly evaluate their performance
(‘cleaner production’ and the ISO 14000 series).

Environmental indicators allow consistent measurement of environmental
impacts caused by human activity. They

• measure how firms are improving their eco-efficiency

• can be simple (kg of paper recycled), or more complex (kg of SO2 emitted
per kilogram of product delivered).

Cleaner production is a strategy for continuously improving products, services
and processes to reduce environmental impact and to work towards an
ecologically and economically sustainable development.

ISO 14000 is an international voluntary standard for the implementation and
continuous improvement of an environmental management system that is
accepted by business and industry. It

• leads to certification, which confers on the recipient a recognition of
leadership in environmental management

• has a broader environmental focus than mere compliance

• is part of a wider ISO 14000 series of standards related to environmental
performance.
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Green branding is environmental labelling or ‘eco-labelling’ of consumer
products that have environmental benefits, or at least a lower environmental
impact than their alternatives. It

• assists consumers (organisations and individuals) to make responsible
product choices by informing them of the environmental impacts of
products and providing a standardised means of comparing products.

• does not provide a standardised means of identifying company products, as
do official eco-labelling schemes, because much ‘green branding’ is self-
declared and untested.

Environmental policy is a formally adopted series of statements and goals
aimed at reducing environmental impact of business operations. It

• can range from commitment to measuring and monitoring of environmental
impacts, to current legislation compliance, integrating environmental
objectives into business decisions, assigning environmental responsibility of
all staff, cleaner production, waste minimisation and safe waste disposal, to
developing appropriate emergency response plans for major incidents in
order to minimise their environmental impact

• may also include a commitment to publishing information on
environmental performance (such as annual environmental reports)

• is an integral part of every environmental management system.

Business care is a new initiative (to be implemented in 2000) that is driven by
local government. It attempts to

• provide a brand for every current environmental initiative in New Zealand
industry and businesses

• contains objectives such as cleaner production, EMS, ISO 14000, and
sustainable management.

Sustainable management requires natural resources to be used in ways that
safeguard the life-supporting capacity of air, water, soil, and ecosystems, and
support resources to meet the demands of future generations.

The New Zealand Resource Management Act 1991 (RMA) provides the legal
framework for making decisions about the sustainable use, development, and
protection of renewable and non-renewable resources.



Working Papers Series (1-00) © The Open Polytechnic of New Zealand 27

There are many different views on what sustainable management means and
how it affects individuals and groups around the world. In the business context,
sustainable management is often seen as operating in a way that is financially
viable over the long term.

Some businesses may see their operation as environmentally sustainable if the
current minimum environmental legislative requirements are met, whereas
others would apply more stringent environmental measures. This is an
important perceptual difference.

Sustainable development meets the needs of the present without compromising
the ability of future generations to meet their own needs. (This is the widely
used definition provided by the World Commission on Environment and
Development 1988.)

The Natural Step (TNS) was founded in Sweden in 1989 and is an organisation
that serves as an educational vehicle on ecological matters. It uses a framework
based on scientific principles that provides direction and context for
environmentally sustainable business practices.

The four systems conditions necessary to sustain the environment’s life support
systems are as follows:

1. Fossil fuels, metals and other minerals must not be extracted at a faster rate
than their slow deposit into the Earth’s crust

2. Substances must not be produced faster than they can be broken down and
reintegrated into the cycles of nature or to be deposited into the Earth’s
crust

3. The productive surface of nature must not be exploited at a higher rate than
can be recreated and renewed

4. Basic human needs must be met with the most resource-efficient methods
possible, including equitable resource distribution.

The four systems conditions can be applied to every level of business operations
and will lead to long-term environmentally sustainable business practices and
financial gains through increased resource efficiency. Businesses are using the
four system conditions of TNS to guide research and development of products
and processes. The resulting promotion of sustainable businesses with
significant environmental and economic benefits has seen TNS being applied in
many parts of the world, including North America, United Kingdom, Australia,
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South Africa and New Zealand. Scandic Hotels, Interface Carpets and Ikea are
companies that have applied the systems conditions to their business
operations. INS has been present in New Zealand since 1998.

TNS can be applied in conjunction with environmental management systems,
such as ISO 14001, cleaner production and so on, and may provide an
overarching strategic planning tool.

Paul Hawken and Ray Anderson, from the United States of America, are
involved in TNS USA, and both have spoken to New Zealand business
audiences. Hawken has also written several books that incorporate TNS
philosophy in long-term planning processes.


