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March 2005

is a sustainable development charity, and our mission is to
accelerate the transition to a sustainable way of life. Our mission is one we share
with partners drawn from business, local authorities, regional bodies and
universities. It is also the organising principle behind our portfolio of leading edge
projects. We provide advice on issues as diverse as climate change, procurement
strategies, environmental accounting and the digital divide. We communicate what
we learn with our partners to a wide network of decision-makers and opinion-
formers.
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The UK Government’s new strategy for sustainable development will have
implications and opportunities for business. There is a new definition focusing on
greater integration of the strands of sustainable development and a clear
commitment to government leading from the front, which will be welcome to our
business audience.

The strategy focuses on four priorities:

e Firstly, sustainable consumption and production, which is probably most widely
applicable to business. Initiatives range from incentives for eco-efficiencies and
funds for innovation to stronger demands from businesses involved in government
procurement.

e Climate change as a priority is no surprise, and the government is looking to
business to provide some of the solutions to this global challenge.

e There is less directly for business in the third — natural resource protection, although
clearly business needs to respond to environmental resource limits, especially those
with direct environmental proprietorship e.g. utilities and those with extensive
international sourcing of raw materials e.g. construction, chemicals and
pharmaceuticals.

e Finally sustainable communities is promoted to a cross governmental priority, with
sustainable development placed at the heart of the land use planning system — not
all businesses will be affected by this, but there are serious considerations for our
business partners working in the built environment.

The devil is in the detail and as with any big strategy, many of the tactics are up and
coming. There still a focus on information provision, specific funds and existing
policy frameworks as far as business is concerned. There are very few additional
regulatory or fiscal measures at this stage, although there are hints at regulating
certain elements of the product lifecycle.

The commitments of Government and the drive for sustainable government
procurement will probably have the strongest impact for many of our business
partners, and clearer implications will emerge over the coming months. We would
like to have seen more clear fiscal incentives that reward business for their efforts in
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sustainable development, but welcome the opportunities to access new funds,
promote skills and greater clarity of information.

The strategy shows a clear shift from the four priorities of 1999 to an integrated
approach reflecting social well-being and a sustainable economy within
environmental limits. This integration remains a key challenge for businesses, many
of whom key environment and society clearly delineated. Below this common

purpose, a set of guiding principles which will form the basis of policy making in the
UK:

Living within environmental limits
Ensuring a strong, healthy and just society
Achieving a sustainable economy
Promoting good governance

Using sound science responsibly

These principles are underpinned by the four priorities.
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Business is very much in the delivery frame for sustainable development and the
Government’s strategy makes a commitment to support this through some of the
following activities:

Sustainable design — enabling consumers make more sustainable choices by
“designing it in”. A Design Academy will be set up to mainstream sustainability into
product design and expand the Market Transformation Programme

Public sector procurement getting serious about sustainable development

A new £284M fund for resource efficiency — the Business Resource Efficiency and
Waste Programme, which will increase the advice available to companies to support
resource efficient activities

Giving stakeholders information about impacts — Environment Direct will give
consumers information about products, and the Operating and Financial Review
will mean business social, environment and community impacts are reported
alongside financial information where necessary to understand the business

Innovation to meet sustainability challenges and new regulatory requirements —
sustainability will be integrated into business support, and enhance measures to
close the loop in the way resources are used

There will be new sector sustainability challenges to trade associations and leading
firms in high impact sectors such as retail, tourism, food and construction

There will be continued drive towards in sustainable investment, engaging financial
institutions to help drive business change, including the promotion of our own
London principles.

Sustainable workplaces — the DfES Sustainable Development Action Plan, the Trade
Union Sustainability Strategy and work with Sector Skills Councils will raise
awareness, engagement and skills in the workplace

Reducing greenhouse gas emissions - the existing measures including promoting
energy efficiency and renewables will continue.

A new focus on environmental limits and taking natural systems as a whole - this
will mean greater focus on sourcing and supply chain for business, ensuring
protection of biodiversity and ecosystems as a whole.
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Community impacts — there is a focus on enabling communities to make sustainable
development happen, business should be involved in this.

Contributing to regional sustainable development- guidance to RDAs on preparing
Regional Economic Strategies will cover sustainable development and will be critical
for economic development

International impacts - plans to maximise the positive contribution that business
can make to international sustainable development.
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“The cost of wasted resources to UK manufacturing industry is equivalent to around
7% of profit, just basic energy efficiency improvements could save £12 billion
annually across the UK economy.”

The new strategy seeks to crack the challenge of sustainable consumption and
production through:

Better products and services, which reduce the environmental impacts from the use
of energy, resources, or hazardous substances;

Cleaner, more efficient production processes, which strengthen competitiveness;
Shifts in consumption towards goods and services with lower impacts.

This is a welcome focus, although we suspect that the measures will be insufficient
to really change consumption patterns. For our business partners, more will be
demanded of them to deliver sustainable products and services, really working
within environmental limits.

There is a still a fairly softly, softly approach to production and consumption with
much being made of enabling people to make the right choices. Business is singled
out as having a key role in offering ‘material light' goods and services for a
competitive and sustainable future. Much of the focus is innovation, which is
welcome. In our consultation response we highlighted the need for real innovation
to drive this agenda forward and there are some incentives in the new strategy to
help this happen.

The strategy is disappointing in its emphasis on further information gathering and
provision rather than clear fiscal incentives. But there is greater support being made
available to work on sustainable solutions, notably:

A new £284m fund for resource efficiency — the Business Resource Efficiency and
Waste Programme, which will increase the advice available to companies

WRAP will be looking at funding projects that develop new markets for ‘difficult’
business waste
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Financial incentives to produce products that result in less waste, through the
Market Transformation Programme

Our business partners should also be aware of:

Potential liberalisation of trade rules on environmental goods and services (in
negotiation with EU and WTO) - worth factoring into export strategies in the
medium term.

Whether you need to be represented on the new ‘Sustainable Consumption and
Production Business Task Force’ to develop practical actions to tackle this challenge?

Clear standards for non-transport products that use energy, through the rigorous
implementation of the Eco-design of Energy Using Products Directive

Integrated Product policy is a key mantra with more emphasis on product design
and whole life cycle analysis. Many of our business partners are starting to tackle
the issues up and down their supply chain — notably in our marketing work and now
through our new focus on innovation and product design. We hope that together
we will be able to tap into the new resources that will be made available through
the expansion of the Market Transformation Programme, although there are no
figures to suggest how big that opportunity might be. Energy and water impacts
will be joined by chemicals, resource use and waste as priority areas for this
programme.

The real win in this strategy is that the Government is preparing to put its money
where its mouth is. Forum has long been demanding greater delivery of sustainable
solutions through government procurement:

“The government should ensure that public expenditure are all levels is made
through a transparent and enforceable sustainable procurement system rather than
just guidance. This should include clear targets that have to be reported against”

(from Forum for the Future’s response
to the Taking It On consultation)

The aim to be a leader in sustainable procurement across the EU member states is
clearly stated. There are a flurry of activities around this — building an evidence
base, identifying priorities, developing targets and KPIs. The mandatory products
list, that meets minimum environmental standards, will be extended and key public
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sector suppliers (to OGC and NHS PASA) should anticipate a greater focus on
sustainability. A business-led Sustainable Procurement Task Force will be set up to
develop an action plan for sustainable procurement in the public sector.

We welcome the attention to training of purchasing professionals. Hopefully we
can move away from the situation where both procurers and suppliers are equally in
the dark about what their commitment to sustainable development should look
like. It is imperative that this training and development is rigorous in its
interpretation of sustainable solutions.

Encouragingly there will also be more energy behind sourcing new environmental
technologies with the potential to drive these markets — guidance will be provided
on this.

Consistent with earlier publications, government continues to see CSR as the
business response to sustainable development - stretching well beyond community
and environmental initiatives into mainstream operations.

Specifically, the strategy throws down the gauntlet to FTSE companies to report on
their sustainability performance in a transparent and meaningful way. The Global
Reporting Initiative (GRI) is endorsed and sustainability elements of the OFR are
highlighted. Many of our partners are a long way down this track, but those who
are not should take heed. Integration and mainstreaming are also a core challenge.
There is some discussion of SIGMA and the forthcoming standard on sustainability
management that is emerging. Forum for the Future continues to play an active
role in this process, feeding into the international discussions on ISO.

The new strategy recognises the need to address high impact sectors and will be
seeking a range of interventions from skills development, to fiscal instruments to
product standards and labelling in their sustainable sector challenges.

Retailers — supply chain pressure is identified, alongside energy, water and waste
impacts. Actions suggested included WRAP support for greater recycling,
environmental impacts assessment of products and support in applying REACH.
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Tourism — needs to be approached from a sustainable consumption and production
perspective. The government is seeking a more co-ordinated and strategic
approach to reflecting social and environmental impacts of this sector.

Construction and construction materials — the much talked about voluntary
standard for resource efficiency, the Code for Sustainable Buildings, is set to
emerge. There will be changes in building regulations (see below) and more
integration into public sector procurement. Individual sector strategies focusing on
specific materials will also be sought in the next few years. Our work on the
Sustainable Cement Taskforce will support this approach.

Transport — lots of activity around the sectors impact on climate change, including
existing measures on labelling and best practice.

Food - if you take environmental impacts across the lifecycle of food you get 22%
of the UK greenhouse gas emissions from this sector. This Government is looking
for industry improvements in social, environment and economic performance and
longer term sustainability objectives.

Environmental industries - finally a commitment to commercialisation of
environmental industries.

Sustainable waste management - review of the waste strategy by end of 2005 to
inform policy developments. Revision of the definition of waste into resource.

Climate change is a clear and necessary priority, building on the existing frameworks
such as the energy white paper and commitments to drive the International agenda.
The gravity of this threat can not be under-estimated and business has a clear role in
both mitigation activities and responding to the challenges that a changing climate
will present.

Climate change is a top priority for both the UK’s G8 and EU presidencies in 2005 and
there will be discussion at an international level on further engagement of all
parties to the United Nations Framework Convention on Climate Change (UNFCCC)
on future action to reduce greenhouse gas emissions, and adaptation strategies.
Nationally, delivery against the UK’s commitments to energy efficiency remains
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critical,’ including doubling the Energy Efficiency Commitment activity from 2005 to
2011 and additional economic incentives for energy efficiency.

Businesses should take note of:

A drive towards greater communication of the climate change challenge, through
the Climate Change Communications Initiative, to be launched this year. If this is

successful business can anticipate more interest from employees and consumers on
contributions to climate change.

Look out for the revised UK Climate Change Programme in Summer 2005. Forum
for the Future has asked for a more transparent green electricity market and clearer
fiscal incentives for controlling carbon emissions.

In 2005 we will see a new renewables obligation, strategies for CHP and micro-
generation — hopefully this will provide support for businesses that want to invest in
renewable generation on their sites.

The implementation of the Energy Performance of Buildings Directive by 2006,
which requires Member States to set minimum requirements on the energy
performance of new buildings and of large buildings undergoing major renovation,
and the certification of all residential dwellings at the point of sale and rental,
within the European Community.

A new revision of Building Regulations will be released in early 2005 delivering a
25% increase in energy efficiency in new buildings, and greatly extending the
impact on energy efficiency of existing buildings.

Between 2010 and 2020, the Government aims to update the Building Regulations
every five years or so with each stage signalling what the next stage is likely to be.
This should lead to incremental increases in the energy standards of new and
existing buildings.

Government’s Carbon Off-setting Pilot Programme to be launched in 2005. Whilst
there is a clear focus on energy efficiency this programme will look for ways to
reduce climate change through carbon off-setting techniques.

There is also an acknowledgement that climate change will change the face of
society and that business will need to respond to this. The climate change
adaptation policy framework will be published in mid-2005 will integrate findings
from all UKCIP studies to provide a national picture of the impacts of climate change

' 2004 Energy Efficiency: The Government’s Plan for Action
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and emerging adaptation options as currently known - this will highlight climate
change impacts and enable business risks to be assessed.

The strategy sets out a clear commitment to government action on sustainable
development — greater than we have ever seen before. There are some clear direct
incentives and provisions for business in this strategy, but perhaps more important
will be the translation of government action into market transformation. Businesses
need to seriously consider this as they develop their onward sustainability strategies
as this will present clear opportunities to businesses that are committed to being
part of a more sustainable future.



