Business and Environment
“We all share in the fate of the planet; the way we conduct business may significantly affect our quality of life—whether through increasing pollution or altering the climate…” --Kevin Gibson
Reasons given to be concerned about Environment and Resource use:

1. Sustainability: Not using more resources than we can replace (consider future generations)



Ex of problem: at current rates of consumption, no more oil in 25 yrs.

Critics of sustainability say that it is too conservative and even if we deplete some of our known resources, our resourcefulness will allow us to pursue other means of fueling our needs.

2. Ecosystem/Animal life: Our practices impact animals and plants



a. This has impact on us (global warming via rainforest depletion, extinction)



b. Animals suffer, and suffering pain is bad. (Do animals suffer?)



c. Stewardship argument (This can be theistically based.)

“we must preserve Nature”

But What is Natural?:


a. not artificial or manmade


b. Includes human: since humans are natural, our makings are natural, just like beaver dams
Valuations:

1. Intrinsic: Having value in itself, or  inherent value.  We value it for its own sake.

2. Instrumental: Having value because of what it can do
Negative Externality: Cost imposed on a third party, usually without their knowledge or consent

Examples:

1. Oil Drilling-spillage which is not cleaned up.  Cleaning it would add 



to the cost of oil, and gasoline.  
2. Countries not having pollution control measures which add to cost of 




Energy or automobile manufacturing.

3.  Companies which produce a product that causes health harm through pollution or otherwise that causes more health problems which insurance or public health coverage have to ultimately pay for (cigarettes, coal burning plants, Obesity through cheap fast food, etc)

 Theses externalities seem a. unfair and unjust  b. done as exploitation of powerless or ignorant





c. hidden and so hard to locate or notice

Free Market View—let market dictate

Criticisms of FMV:

1. Externality of pollution often not accounted for
2. Lack of markets for such goods as endangered species and scenic vistas

3. Lack of tradable property rights for clean water, oceans, atmosphere

4. Inability of future generations to represent their own interest in contemporary markets

Scarcity or Abundance?  (Julian L Simon) p.532
“Almost every trend that affects human welfare points in a positive direction, as long as we consider a reasonably long period of time and hence grasp the overall trend.”

1. Length of Life “it gook thousands of years for life expectancy at birth to increase fro mjust over twenty years to the high 20s.” (Jumped from 30-75 in last two centuries)
2. Agricultural Labor force is shrinking  “This has enaqbled us to increase our consumption per person by a factor of 20 or 40…”

3.  Raw Materials are becoming more available, at cheaper prices

4.  Food: long run price of wheat relative to wages is down, hunger in Africa stems from civil wars

5. Human Life and Labor: “wages have been going up all over the world”
6.  Cleanliness of the environment “The irrefutable facts are that the air in the US is safer to breathe now than in decades past”

7. No vanishing farmland crisis
Other General Points:

1. Human beings create more than they use, on average

2. England’s whale oil shortages led to coal technology, coal shortages led to oil technology, etc etc   “the entire process of impending shortage and new solution left us better off than I f the shortage problem had never arisen”

3. “The world’s problem is not too many people, but lack of political and economic freedom”  (east/west germany, north/south Korea)

4. “We must take into account not just the immediate and obvious impacts, but also the slow-responding adjustments which diffuse far from the point of initial contact and which often have the opposite result from the short-tun localized effects”

5. Not many extinctions have actually occurred
Cost-Benefit Analysis: An Ethical Critique (Steven Kelman) p. 542
Cost benefit analysis is a flawed method of analysis.  

CB assumes three things:
1. An act should not be undertaken unless its benefits outweighs its costs

2. It is desirable to attempt to express all benefits and costs in a common scale or denominator so that they can be compared.

3. CB technique is the best method of decision making so it warrants the expense and efforts needed to promote and use it over other possible methods.  

Critical Responses:

1. Certain decisions might be right even though its benefits to not outweigh its costs.

2. There are good reasons to oppose efforts to put dollar values on nonmarketed benefits and costs

3. Since there are many situations where one would not wish to use CB, and given that many non-market values should not be commodified and given a market value, it is best not to use CB analysis. 

Pricing something decreases its perceived value:

a. non-market exchange is non-market because it is not supposed to be able to be bought.  It is thought to have a priceless value  -- not for sale.

b. When we try to price non-market ‘goods’ such as clean air, peace and quiet, or views, we run into two key problems:

a. People usually want more to give up what they have than they are willing to pay for what they don’t

b. Lots of factors go into price fluctuations, and to artificially single out one factor is misleading:

“To use the property value discount of homes near airports as a measure of people’s willingness to pay for quiet means to accept as a proxy for the rest of us the behavior of those least sensitive to noise, of airport employees or of others who are susceptible to an agents assurances that “it’s not so bad.”

--Would we really try to value importance of intimacy based on average price of prostitutes in various venues?  
Mark Sagoff Questions:

1. Is it wrong to cause the extinction of a species which has no economic benefit?  (A bird in Chile?  A type of dog? A type of mosquito?)

2. Do we have a responsibility to maintain certain pristine environmental sites, such as the Grand Canyon or the ocean?  

Traditionally when people talk about why to be environmentally conscientious, they talk about ‘moral values’ or judgments.  “I just think this is wrong, so we shouldn’t do it”  But some have tried to translate these judgments into an economic formula, specifically, the preferences people have for which they are willing to pay.  (‘I would pay $1 per day to avoid the traffic delays on West Dodge, and so would probably 8,000 other people who use that route daily, so its worth it to build an overpass/bypass for $64 million’) When stated simply as values, we have no way to calculate or determine a course of action.  When considered in terms of how much someone is willing to pay to, for example, preserve Gettysburg, then we can figure out more specifically what people want, by seeing how much they will pay.  But some (Mark Sagoff,  “Beliefs and Benefits—Gettysburg and Dollywood”) find this economic analysis flawed when it comes to environmental issues in particular.
Ways to calculate value:

Absolute Valuation: Value is not dependent on any benefit, economic or otherwise.  Its value is based on something unchanging—the honor of those who died for our country, or the intrinsic value of not eliminating species—it’s a basic obligation, not something done for the sake of something else.

Existence Values: the value of something’s existing (i.e., the Gettysburg Warfield, the endangered beetle, the Mona Lisa, etc.)

Willingness to Pay (WTP) the value of the environment depends on what people now and in the future are willing to pay for it.

(Sagoff Continued)

Private firms can only extract the publics WTP in fees or consumer items.

Government can extract public WTP through taxes or mandatory fees.

Contingent Valuation, (CV) method economists use to determine how much individuals are willing to pay for policies consistent with their disinterested moral beliefs.  

“empirical research shows that responses to CV questionnaires reflect moral commitments rather than concerns about personal welfare.”

Sagoffs point is that “Beliefs are not economic benefits.  If economists believe that society should allocate resources to maximize welfare, they do not necessarily think this because they will be better off as a result.  They are not simply trying to increase demand for their services. . . . people who believe that society should protect endangered species, old-growth forests, and other places with intrinsic value do not necessarily think that this will improve their well-being.”

Bottom line: Doing cost-benefit utilitarian calculus based on financial considerations alone is superficial and does not capture all the relevant facts or reasons involved in our decisions.

Interface Carpets—from product sales to whole-product-life servicing.  Interface is attempting to revolutionize the industry by taking responsibility for the production-to-end-of-use loop in its entirety.  See video clip at: http://www.interfacesustainability.com/
Seven Steps of Interface Carpets:

1. Eliminate Waste

2. Benign Emissions

3. Renewable Energy

4. Closing the Loop

5. Resource Efficient Transportation: produce close to use.
6. Sensitivity Hookup: help people become aware
7. Redesign Commerce: transform the industry
Baxter: Penguins or People: Case for Optimal Pollution

Four goals that ‘frame solutions to problems of human organization.’  

1. Everyone should be able to do as he or she pleases as long as it does not interfere with the interests of other human beings. (The “spheres of freedom”)

2. Waste is a bad thing, and inefficient.  Therefore we should optimize resources to maximize human satisfaction.

3. Every human being should be regarded as an end rather than a means to bettering another.

4. Everyone should have the incentive and opportunity to improve his or her share of satisfactions.  This would speak to #2 (no waste) and may involve some minimal redistribution of resources to prevent someone being in “a level of privation from which the opportunity to improve his situation becomes illusory.”

Responses to the claim that using an anthropocentric view is wrong:
1. It is irrational for us NOT to consider our own interests as human beings!
2. People will preserve animals and plants for our own sake
3. What benefits us often does help animals 
4. What else would we plan to do?  

5. IF we plan to count bears and penguins as part of our social organization, then how much do they count, how do they get to vote, etc?

6. Questions of OUGHT are questions only humans ask.  Penguins and Bears don’t ask such questions, so they should be left out of the discussion.
John Elkington: What is the Triple Bottom Line 
Triple Bottom Line: Business concerns cannot be divorced from the environment and social concerns.  Rather than be concerned only with profit, business should be concerned with a ‘triple bottom line’: a. Economic   b. Social bottom line  c. Environmental 

A. Economic Bottom Line
Traditionally the economic bottom line is measured in terms of 

i. Physical capital (e.g., plant, machinery, real estate)

ii. Financial capital (e.g., investments, cash in hand)

Elkington thinks that as we move to a knowledge economy we need to include 

iii. Human capital (skills and knowledge-based assets)

iv. Intellectual capital (Brainpower of workers, value of relationships developed by workers and agents)

Typical economic  issues for business people are:


(Are we competitive?


(Is the demand for our products sustainable?


(Is our rate of innovation competitive for the future?


(How can we retain our human capital?


(Are our profit margins sustainable?

b. Environmental bottom line.

Natural capital comes in two forms:

a. ‘Critical natural capital’ essential to the integrity of ecosystems 

b. ‘Substitutable natural capital’ which can be renewed or replaced.

Elkington thinks that businesses should ask 

(Which forms of natural capital will be affected by current operations and planned activities?

(Are these forms of natural capital given the likely pressures?

(Is the overall level of stress properly understood?

(Is the ‘balance of nature’ or ‘web of life’ likely to be affected?  

c. Social Bottom Line
Social capital is “the measure of the ability of people to work together for common purposes in groups and organizations.  A key element of social capital is a sense of mutual trust.” [From his glossary in Cannibals with Forks]

Social capital also includes the human capital in terms of public health, skills and education.  It is a measure of loyalty, honesty and dependability [i.e., the moral qualities

Thus businesses will need to ask

(What are the crucial forms of social capital to become a sustainable corporation?

(What are the underlying trends in terms of creation, maintenance or erosion of social capital?

(What is the role of business in sustaining human capital?

(To what extent are concepts such as environmental justice and intra- and inter-generational equity likely to change the ways in which we define and measure social capital?

What's Wrong With the “Triple Bottom Line”?
By Chris MacDonald and Wayne Norman
MacDonald and Norman say that Triple Bottom line accounting compares apples to oranges, because you can’t do the comparison or value-translation necessary for the accounting to take place.

Attempts to do the right thing in business go by many different names: “Sustainability,” “Business Ethics,” “Corporate Social Responsibility,” “Socially Responsible Business,” “Corporate Citizenship” and so on. Each of these means something slightly different, or has a different ‘spin,' but they're all aimed at the same rough idea, namely the idea that businesses can, and should, behave better. 

But to say that each of these names stands for roughly the same thing is not to say that each of them is equally good. Indeed, some of them may be downright misleading. We argue that that is the case with the so-called “Triple Bottom Line” (or “3BL”) approach: it is misleading, and should be done away with. 

The 3BL has quickly become one of the very most popular terms being applied to attempts by business to do the right thing. There are consulting firms offering 3BL accounting services; investment firms promising to screen with 3BL analysis; Fortune-500 companies bragging about their 3BL approach in their annual reports; and various non governmental organizations encouraging more companies to do so. Indeed, in the last three or four years the term has spread like wildfire. Back in March of 2003, the Internet search engine, Google, returned roughly 25,200 web pages that mention the term. Just over a year later (June, 2004) Google returns more than double that number: 61,200.

So what is the “Triple Bottom Line”? The basic idea is that corporations should (and can) manage not just the good old-fashioned bottom line (i.e., the financial bottom line), but also their social & environmental “bottom lines,” too. On the face of it, this is an attractive idea: it is easy to agree with the idea that corporations have obligations that go beyond financial success. Unfortunately, we find that without exception the 3BL rhetoric fails to live up to its promises. Adding up the financial plusses and minuses is just a lot easier, as it turns out, than totting up, say, the ethical achievements and shortcomings of a firm. Any attempt to arrive at a calculation of a net social or environmental performance is likely to run head-on into just what it is that separates the management of finances from the management of social and environmental impacts. In the financial realm, money provides a common unit of measure that permits expenses to be subtracted from revenues. So while it makes perfect sense to take the costs of labour and materials and subtract those from sales revenues, it makes little sense to talk about (for example) taking a social “minus” such as a sexual harassment lawsuit and subtracting that from a social “plus”, like having engaged in corporate philanthropy. How big a charitable donation do you think it takes to off-set the social “cost” of a sexual harassment suit? Of course there's no obviously uncontroversial way to make this sort of calculation. In other words, there's no real social “bottom line”. The kinds of issues that arise in social and environmental domains can be (and regularly are) managed , but they will never be reducible to the kind of common unit of measure that would allow for straightforward bookkeeping. 

In practice, a commitment to the 3BL approach means one of two things. Either it means that social and environmental concerns are going to be assigned dollar values – a controversial (though sometimes useful) practice that in effect means managing, again, just a single (though admittedly now richer) good-old-fashioned bottom line. Or, it means simply paying attention to – without attempting to derive anything like a real “bottom line” for – the social and environmental impacts of your business. In that case, the concept of a Triple Bottom Line in fact turns out to be a “Good old-fashioned Single Bottom Line plus Vague Commitments to Social and Environmental Concerns.” 

Why should advocates of responsible business be worried about perpetuating the 3BL rhetoric? Because it allows just about any business to claim to believe in the Triple Bottom Line, and even the best forensic accountant will not be able to prove that they are morally bankrupt. 

Chris MacDonald is Assistant Professor of Philosophy at Saint Mary 's University.
Wayne Norman is McConnell Professor of Business Ethics, Département de philosophie, Université de Montréal.
You can read more about their critique of the Triple Bottom Line at: www.businessethics.ca/3bl »
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