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Ladies and Gentlemen,

I am pleased to be with you here to celebrate the fifth anniversary of the Croatian BCSD. The Croatian business community showed a lot of leadership and foresight when the BCSD was created in 1997 in the midst of a civil war raging in Zagreb. Let me also commend the efforts of Višnja Jelic-Mück who has turned the BCSD into an effective interface between national companies and the Croatian authorities. 

In my address, I will provide an overview of business and sustainable development and brief you on latest WBCSD preparations for the upcoming World Summit.

WBCSD

Before I continue, let me say a few words about the World Business Council for Sustainable Development. The WBCSD is a coalition of 160 companies from some 35 countries dedicated to sustainable development. We also benefit from a global network of national and regional business councils, of which the BCSD Croatia, and partner organizations located in 40 countries throughout the globe. 

Many international goals

On the global level, this past decade has witnessed a number of international agreements setting goals for the international community, like the Rio Declaration, the Kyoto Protocol and the Millennium Goals from 2000.  

These goals are normally political compromises, more or less supported by individual countries and also often challenged because of unclear analytical underpinning.
As we approach Johannesburg, the complexity of the SD issues leads to very differing agendas by governments. I believe that these conflicting agendas are responsible for the breakdown of the government negotiations at the World Summit PrepCom in Bali 6 weeks ago.

Sustainable development agendas for business

For business, there are two sustainable development agendas that need to be addressed.

· The first agenda is a Public Policy Agenda driven by forces outside of business. This agenda is dealing with the framework conditions and policies that are set by society for business. 
· The second agenda is focusing on the Business Case for Sustainable Development that you must be able to present to your line managers to make them interested in these matters. 

The public policy sustainable development agenda
Let me first turn to the public policy agenda and briefly comment on some of the key issues. 

Globalization, global governance and the “divides”

There are many question marks around globalization. Is it good or bad? What is the role of free markets? Are the divides between the “haves” and the “haves not” growing or shrinking? The global governance system is also challenged. Is it working? Will it be able to steer the world toward sustainability? In my view not in its current form.

The balance between the key elements of society has shifted in the ten years, from 1992 to 2002. We have moved from a bipolar world made up of Governments and NGOs to a tripartite world of Governments, Business and Civil Society working in partnership to find solutions to sustainable development issues. 

The growing interaction between governments, business and civil society is being strongly felt in global institutions and conferences. I experienced it a few weeks ago at the PrepCom IV for the Johannesburg Summit in Bali but the stakeholder dialogue was not very successful. But how do you take decisions via multistakeholder dialogues on issues that require difficult political tradeoffs? 

Energy and Climate Change

The debate about climate and energy has changed, from being climate-driven to being driven by the issues around the future energy infrastructure. 

There are many question marks surrounding energy and climate issues. What will the future energy infrastructure look like? Will the Kyoto Protocol be ratified? What will a post-Kyoto world look like?

Energy is a global area requiring global solutions, but countries have different priorities. Developed countries require energy efficiency and a shift to less polluting energy sources, while the developing world needs more energy for economic growth to eradicate poverty.

I have a very simplistic view on climate change. The increase of the carbon concentration in the atmosphere cannot go on forever and will eventually come to an end. This means that we have entered a new era, a carbon-constrained world. It also means that the emission of carbon into the atmosphere will no longer be free but will carry a cost. And this will happen irrespective of the Kyoto Protocol. We from business need to minimize this cost as we do with all other costs.  

The role of innovation and technology
The role of innovation and technology also raises many questions. The important part played by technology, both innovation and dissemination of new technology, is often not well understood by society. Technology is still seen by some people as the cause of environmental problems rather than as a main contribution to higher resource efficiency. 

Business cannot take for granted that it will have the freedom to use the technology it invents. The GMO (Genetically Modified Organisms) debate is an illustration of that. The debate about nuclear power has many similarities to the GMO debate. The problem is that society does not have good mechanisms in place for dealing with issues of future potential risks and especially the value of the risks versus the costs of preventing these risks. The debate often becomes emotional, especially for risks outside the control of the individual.

Business must be an active participant in this debate. We have had a tendency to argue our case too much in scientific and technical terms – and not explaining sufficiently the benefits to society. This has to change. “Exit men in white coats” as I have called it.

Transparency and reporting 

We live today in an information society where “everyone knows everything about you, all the time”. There is no place to hide, and in this global and transparent world, the management of a company’s reputation becomes a central element in managing a corporation. The risk of damaged reputation is also increasing as the visibility increases. 

There are many drivers for corporate transparency and reporting. Just to name a few, the OECD guidelines, the UN Global Compact, the Sullivan principles, the Global Reporting Initiative (GRI) or the Socially Responsible Investments (SRI). 

The increasing demands for information are creating dilemmas for corporations. We need to strike the right balance between what is “interesting to know”, the “right to know” and what can be put to meaningful use. The GRI, for instance, is asking for a great deal of information.

Health of the ecosystems

The health of our ecosystems and their resilience are crucial for sustainable development. The WBCSD is an active participant in the UN Millennium Ecosystems Assessment, a major 4-year USD 21 million study of the state of the world’s ecosystems. Our knowledge of the ecosystems is very limited. 

Developing countries

Developing countries are crucial to sustainable development but how should we fund development? Over the past decade, Foreign Direct Investment (FDI) has increased four-fold and now totals about US$200 billion a year while Official Development Assistance (ODA) has declined from about US$60 billion to $50 billion.

If you are a landlocked, poor and small country with no natural resources, the potential of receiving FDI in any big scale is most unlikely. My belief is that only ODA can bring the poorest countries out of poverty. 

Water

Access to water is a key issue for the Johannesburg Summit. There are few issues that become so emotional internationally as water. Is water a right and social good, or is it an economic commodity? Should privatization of water services be encouraged? I believe that ownership should stay with the public sector but water services need the efficiency of the private sector.

New business assets

The ownership of physical assets, like manufacturing facilities, are only part of the market capitalization of a corporation today. The value of a corporation is highly influenced by intangible assets, like reputation, brand, ability to interact with stakeholders, political decision makers and the local communities in which it operates. These intangibles assets relate to the Public Policy Agenda and company’s ability to address this.

The business case for sustainable development

Let me now turn to the second sustainable development agenda, the Business Agenda for Sustainable Development. Corporations cannot be managed based on philanthropy/do-good arguments. You must be able to demonstrate that sustainable development makes good business sense. 

One part of the business case for sustainable development is that normal business actions will automatically create a more resource-efficient society.

I see four particular business drivers for resource efficiency.

The first is the new knowledge into old products. The consequence of this is increased resource efficiency as the new products use less raw materials, energy and require less physical space. 

Another trend is the increasing importance of the service content for product manufacturers. 

A third element is the growth of networks and virtual organizations which increases the effective use of physical assets. 

A fourth element is recycling. This includes extended product responsibility, demanufacturing and zero waste plants.

I believe that a company’s ability to handle these drivers -- the fast application of new knowledge into traditional products, increasing the service content, doing this in networked virtual organizations, and recycling products -- will create key future business assets that will also be a major contribution to a more resource efficient economy. 

Too big to handle on your own 

Companies have found that the sustainability challenges are too big for one single company to handle on its own. We therefore see a strong interest from our members to look at the sustainability performance and challenges for the whole value chain of an industry sector.

Today, we have six sectoral projects on forestry, mining and minerals, cement, mobility, electric utilities and the financial sector.

A unique feature of these projects is the process they undergo. This includes a sponsor group from a wide set of stakeholders, analytical research commissioned to an outside independent research body, an assurance group composed of respected 

non-business individuals who ensure the project’s integrity and quality, and extensive dialogues with stakeholders.

From Rio to Johannesburg: the WBCSD contribution 

Preparing a cohesive business voice

Overall, I think the upcoming World Summit is facing some challenges following Bali. We have joined forces with the International Chamber of Commerce to create the Business Action for Sustainable Development (BASD) to rally the business community toward the Johannesburg Summit.

As part of our BASD plans, we will hold a special Business Day in Johannesburg. We are also organizing a screen-based ‘Virtual Exhibition’. Last but not least, we are promoting what we call ‘legacy projects’, in the form of development initiatives on energy and water, intended to benefit South Africa in the long term. 

Within the WBCSD, we have a special task force to co-ordinate our activities toward and at the World Summit. We have a number of events planned for Johannesburg.

We have planned three specific publications for Johannesburg, two of which have already been released. 

· First, last fall, we launched a vision document, The business case for sustainable development, that outlines 10 building blocks for a future sustainable society. The BCSD Croatia has already translated it in Croatian. 

· At the third preparatory committee to the World Summit in April, we launched our second report in the WSSD process, Tomorrow’s Markets, in cooperation with the World Resources Institute and UNEP. Tomorrow’s Markets is primarily designed for business people. It outlines 19 global trends that will shape the future markets. 

· The third publication is a book entitled Walking the talk. We are confident enough that our members have done a lot since Rio and Changing Course to implement sustainable development so that we dare to publish a book with this title. 
New partnerships and roles

As we approach Johannesburg, it is clear that realizing a sustainable society is a shared responsibility between governments, business and civil society. It requires new partnerships between the key actors. But it also requires that we define the role of each actor: 

· Business should innovate and market products and services that improve quality of life. We must also adopt high ethical standards in our operations.

· Financial markets play a key role in the pursuit of sustainable development. They are starting to recognize that companies focusing on sustainable development produce a better financial performance. And indexes such as the Dow Jones and the FTSE-4 series is a testimony to this.

· Governments need to establish market framework conditions that promote sustainability. But they have not lived up to this expectation very well lately.

· NGOs and citizen initiatives should promote shifts in demand to support a sustainable development.

· As consumers and citizens, we all are responsible for using the information available in the market to make choices that support sustainability.

To conclude

Overall I see a paradigm shift in the way business does business today compared with 10 years ago in Rio.

Business is nowadays clearly seen as part of the solution toward sustainable development. But we need to continue to act if we want to maintain the increased credibility that we have achieved in the last 10 years.

To quote Henry Ford: “You cannot build your reputation on what you are going to do”. 

Let me end where I started, and again commend the efforts of the Croatian BCSD for helping to move the country and its industry toward sustainable development. Our motto in the WBCSD is ‘Dedicated to making a difference’, and I am certain that the BCSD-Croatia is making a difference in Croatia.

- END-

