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SCONOMICS AND SUSTAINABILITY:
A CRITIQUE OF THE ESD WORKING GROUP REPORTS

in August 1990 Prime Minister Hawke announced the setting up of Working Groups to

prepare reports on ecologically sustninable development, The Working Groups were isked "o

provide advice to Government on future policy direetions, and to develop practienl proposals

for implementing them, in the context of the Government's general budgetary constraints and

existing policies and programs which impinge on the subject areas” (R,J.L. Hawke, 1990).

The Prime Minister asked that the Working Groups be guided in particular "by four

funchamental goal to whieh the government is firmly committed, viz:

the improvement of individual and community well-being and welfare by following
a path of economic progress thit does not impair the welfare of future generations;
the provision of equity within and between generations;

recognition of the global dimension; and

the protection of biological diversity and the muntenance of ecological processes

and systems.”

The Prime Minister indicated some additional requirements/constraints which influeneed the

approach taken by the Working Groups and the form of thewr recommendations. These were:

*

a reporting date of 31 October 1991,

recognising certain prineiples in the Government's 1990 Discussion Paper on ESD.
Important pmong these were: improving the resilience of natural resouree systems;
dealing enutiously with risk and irreversibility; and integrating environmental and
socinl considerations into economic deeision=mnking.

recognising that the approach taken in the Treasury's 1990 paper, Economic and

Regulatory Measures for Evologically Sustainable Developent, was engyesed by



the Government, The Treasury emphasised the need to target the variable of
eoncern and supported the use of market measures for achieving environmental
objectives wherever possible,

»  consulting widely,

s+ seeking consensus in the recommendations made to the Gavernment by the
Waorking Groups. However, the Prime Minister also said "I do-not wish to have
recommendations that catey to the fowest common denominator of views of
waorking group members and that do littde to progress u move towards ecologically

sustaimable development”,

Nine Working Groups were established. Three chairpersons were appointed, with each
having responsibility for three Working Ciroups. The Working Groups on Agriculture,
Fisheries and Forest Use were chaired by Dr. Roy Green, Director of the Institute of Natural
Resources and Environment in CSIRO. Dr. Stuart Hirris, Professor of International Relations
at the Austradian National University, chaired the Working Groups on Energy Production,
Manufacturing and Mining. The Working Groups on Energy Use, Tourism and Transport

were charred by e David Throsby, a Professor of Economics at Macquarie University.

In addition to the nine sector reports, the Working Group Chiurs produced reports on
Intersectoral Issues and on Creenhouse. ‘The executive summiaries of the sector reports were

reproduced 1 a separate volume (Executive Summaries).

The task of assessing the eleven ESD reports, even in overview fashion, is a duunting
one. [ have found the job made more manageable by bearing in mind throughout eertain
propositions. These propositions help to maintain perspective in looking at the large body of
materinl in the ESD reports. After the discussion of the opening propositions, the paper
contains ... seetions, Fivst there is o consideration of the meaning of ESD in the Working
Group reports, Second, the treatment of some key pringiples in the reports is discussed. These

principles are: intergenerational equity; intragenerational equitys dealing eautionsly with risk;



and global issnes, Third, an-overview is provided of recommendations in the reports, Some

concluding observations are then offered.
SOME OPENING PROPOSITIONS

L. From a global view < or from the perspective of ¢ Martian - it is sustainability in
ROW that is important, Approximately 99.5 per cent of worle populution and u slightly smaller
share of GDP s located in or generated in ROW, Australin’s tiny share in world population
and owtput is likely to fall in coming deeades, 1vis not much of a simplitication 10 equate global

sustainability with sustainability outside Australia,

2. Australia cannot expeet ta exert more than o negligihle impuct an the sustainability of
eeanpmic-environmment systems in ROW, Australia’s smaliness in the world economy means
that it has httle or no influence on the pattern of relative prices in ROW. Without dismissing the
possibility of Australian inventions such as the Sarich engine being significant imerationully,
overall Australia will have Jitde impact on the the technologies used in ROW in future.
Similarly, because Australin aceounts for only 1-2 per cent of anthropomorphieally-eaused
greenhouse gases. its actions coneerning emissions of these will for praetical purposes liave
zero effect on the elimate »xperignved by ROW. Taking another tack, if A stralia were 1o 50
raisuse its soil and water resources that agriculture had to be abandoned, theve wonld be
impuets on ROW. "The price of wool would rise strongly and some ather commudities stightly
as ROW changed from a net importer 1o o net exporter of the items. However, sustainability of
eeononie-environment systems for the 99 per cent of wman<kind living in ROW would not be

threatened.

3. Developments in ROW have a big effect on the sustainability of economie-
environment systems in Australia. These effects impact on Australia through world prices for
tradleable commodities, changes in the openness of markets, changes in intemational factor
movements, advances in knowledge, and teehnological developments, Some overseas
developments relevant to BESD in Australin oceur ns growth and change cause shifts in ROW

demand or supply, as when vising incomes in Asia lify the demand for beel and fron ore, or



produetivity increases in ROW agricultare put downward pressure on workd food prices, Other
developments arise from policy changes in ROW, Some policy changes in ROW affect
Australin’s international terms of trade, orits uecess to ROW markets. Other policy changes
that impact on Austratia repnesent ROW efforts to uchieve environmental objectives; examiples
are mandatory improvements in fuel efficieney In motor vehicles and restrictions on pesticide
nse in agricultute, These and other developments in the giant ROW sector affect relative prices
and the distribunion of income and wealth in the dwart sector Australia, ‘They atso influence the
state of the environment in Australia, and the distribution of environmental goods and buds
across groups of Australiuns. The disteibutional effects in Australin of developments in ROW,
which my be regarded as ¢ither favourable or unfavourable, may themselves, be a determinant
of the state of ESD in Austrulia. What happens in ROW in the next ten or fifty years may well
be more important than developments originating in Australia in determining this countey's
progress towirds ESD in the period coneerned. Indeed, if ESD is not achieved in ROW, it may
be impossible to achieve it in Austealia. In the particular case of global elimate eliange a
stronger statement can be made. IF advances in knowledge show that it is important to reduce
emssions of greenhouse gases o avord or slow global warming, Australin will depend almost

totally on ROW for action to improve its ¢limate.

4. Australia can e, hance its eswvn progress towards 1SD Iy vemoving failures in ity
economicsenvironment 8y dems, Iean do this by introducing policies that improve the
working of ceonomic-environment systems. One wiy of deseribing this is to say that it means
improving policies in two areas: policies for the economy and policies tor the environment,
This approach has the major disadvantage of implying that the economy and the environment
are unconnected systems, Sueh an approach is inconsistent with a longstanding tradition in
econamies of viewing natural resourees - - often aggregated ander the heading “land” = as u
factor of produetion in economic activities, T put the problem another way, is @ policy of
txing or tegulating an economic aetivity to internalise an environmental exierality an economie
policy or un environmental policy? If there is a clenrcut answer to this question it is not

apparent to me. The need 1o answer the question, and 1 aistinguish between economic and



environmental policies, is removed if we think in temis of an économic-environment system
rither than the economy and the environment. Adopting this approach has the consequence that
the confusing distinetion between ecanomic efficiency and efficient use of environmental
resonrces found in many discussions of environmental issues ~- including the ESD Working
Ciroup reports == is avoided. Instead, the more conceptually appealing and more useful
approuch of thinking of the efficiency of resouree use in the single cconomy-environment
system can be followed. There is an alternative way aronid the problem of two systems and
two sotions of efficieney. That is o define the economy to include the environment, or viee
versa. While that approach has the advantage of facilitating shorthand expression, it involves
the problem of deciding which system - environment or geonomy «= s to be subsumed in the

other.

"The policies that can be used to inerease the efficiency of the ceonomic-environment
system in Australia inelude: price pohigies, regulatory palicies, and policies concering
researeh, availability of imformation, education and attitudinal changes, Like nevelopments in
ROW that impact on Australia, policies introduced in Australin for ESD will affect relntive
prices and the distribution of ingame. With income distribution being regarded as important,
and even as o eomponent of FSD, Austisiha has a choice of how to deal with income
distribution effects of its actions to improve efficiency of the economic-environment system. It
cun gllow distributional effects to influence the choive of sitwations in which it intervenes in the
economie-environment system to merease efficiensy, and the ¢hoice of policy measure.
Altermatively, it ean treat the resource efficiency and distibutional objectives as separate, This
approach would mean using the policy measure thut s best for deating with any particuluy
souree of econome-enyvironment inefficiency, and nddressing distributional ohjectives

separately. say by income tax cum soeial welfare policies,

‘The reader may find useful o few remarks on the thrast of the ESD reports in relation o
the four propositions outlined ubove, First the teems of reference of the Working Groups
necessitated that the focus of their reports is on moving towards BSD in Austrolis, not in ROW

which is eracial for globul sustainability. ‘The question mised by Wills (1992) and others about



whether sustainability is meaningful at a level other thin the global one i not considered,
There is, however, considerable aitention in the sector reports and International 1ssues =i
especiully in Greenhouse - 10 ation by Australia in the name of protegting the: global
commons. Tt is acknowledged though not emphasised in the reports that Australia has very
little influence on these global issues. Mueh, butnot all, of the substantial space devoted to
plobal warming is concerned with how Australin conld best participate in any intémational
agreement to reduce emissions of greenhouse gases, The reports are concered with assessing
what Australin ean do to enhanee BSD. The question of the relative cantribufions of Australinn
ininiatives and developments in ROW to the sustainability of economic-enviromment systems in
Australin is not addressed, though it is recognised in places thut prices snd teehnologies in
ROW will be major determinints of domestie ESD. A mujor theme of the reports is beiter
integration of economic amd environmental devision making. This can be imterpreted as
improving the working of economig-enviranment systems. Tlus thrust of the ESD reports is
consistent with ninstream eeonomics thinking that degision makers need to fage ull the costs of
their actions, including eavironmental costs, o achieve efficient resource use, The existence of
uncertainty about the workings of ecological systems and about their interaetions with economic
systems is seen as a nwajor difficulty i achieving the conditions for efficient funetioning of
econpmic environment systems. The Working Groups are congerned nbout ndverse effects on
already disadvantaged groups of action taken to proteet the environment, Some reports argue
thitt members of these groups shoukd be compensated, while others suggest that distributionnl
consequences are g constraint on Avstralin's capacity to pursue environmental improvement,
Equity effects arising m Australia beeause of aetion in ROW w enbunee ESD receive no
arention n the reports, though they may be more important than effeets resulting from policy

initiatives in Australia,
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TIE MEANING OF ECOLOGICALLY SUSTAINABLE DE!

VELOPMENT

The perspeetive on sustainability in the BSD reponts is an Australian one. The focus is
on what Australia can do 1o make its own economic-environment systems mere sustainable,
thaugh sorme aentios is pid to ways in which Australin can make t marginal contribution to
sustainability in ROW. From u global perspective sustainability in the huge ROW sector
swimps sustainability in Austratio as an issue. An importantquestion is to what exient can
sustainability of economic-gnvironment systems in Australin be considered independently of the
sustinability of sueh systems in the vast ROW sector to which the Avstralian economy is
closely enunected? "This question is not addressed head-on in the reports, though instunces are
noted where the potentiad for sustainable development in Australia depends on what happens

OYEISeis.

Intersectoral Issues, prepared by the three Working Croup Chinirs contained a brief
chseussion of detinitional matiers. Two "definitions” were mentioned there, One was the
widely erted defimition provided m the Brundtland Report: “... development that mieets the
needs of the present without compromising the ability of future generations to meet their own
needs” The second defimtion (sic), was saud to be "slightly more precise” and eame from
M. Thatehier "no generation has a freehold on the earth. All we have is a life tenangy « with
a fulh repairing lease™ (.. The Working Group Chairs ehose not to offer a definition of ESD

of thewr own. I support of that deeision they said:

“A morals campaigher, onee asked to defing pornography, said he could not do so, but
he would know it when he saw it ESD is o Hitle like that although in its case we
would be more likely to know it by its absence, thut 1s when we beciume aware of an

unsustainable siwation or when environmental damage beeame evident” (p.J).
Use was also made of inplogies with sume of the higher things in our society:

"In general, ESD can in many respects only provide a starting poing, from which rule-

of«thumb decision eriterin and what we have termed soeial guidelines ean be developed.



Moreover, in many cases, whitt constitutes sustainable development in a specifie
gontext ean often be determined only in that context, Althiough this sounds
adminisitively as well as intelleetually untidy, we should keep in mind that other vital
but ill-defined concepts such as demoeracy, hiuman rights and occupational safety
remain powerful poliey influences despite their untidiness” (p.2).

The members of the Working Groups were conscious of the fuct that all definitions of
BSD involve o high level of ahstragtion, and that their charer from Mr, Hawke required them to
proxduce practicul gidance for the Govermment, With the Targe amount of work o be done in
short tme, perhaps they thought it would not be eost effective to devote substantial resourees to

specilying precisely what ESD meant.

Not surprisingly, perhaps, the Working Group Chairs were morg expansive on the
meantng of the "development” component of ESD then they were on the imterpretition of

“eenlogieatly sustmnable™,

“We know that ESD myalves both economie tincluding social) development and
evological sustamability - Defining econvie development provides less ambiguity in
priciple than ecological sustainability. .. Development ineludes material well-being
but atso non-material well bemg. satisfacuon and guatity-of-life elements. Intrinsic to
these considerations s the quality of the environment, the evidenee being that in
Austrahin gs in mest countries, environmental conditions gre an increasingly important
contributor to quality of life. The soxial aspeets of eeonomic development encompass
ceonomic sthibity and security (ineluding freedomn from want) and sovial equity
(ingtucing equality of opportunity). These go well beyond whit we tormally mean by
econemic growih, although without economic growth, other economie and social

objectives will be difficult to achieve” (p.2).

in the nine sector reparts, also, little effort was made o ¢larify the meaning of ESD,
Perhaps the Working Groups ehadred by Roy Green tried hardest. Each of their reports

eontained the following senfences:



“In general terms ecologieally sustainable developiment is seen a8 the way we use,
conserve and enhanee the community resources so that our total quality of Hife botl
now and in the fiture, is seeured, I practial terms this means developing an economy
that constantly seeks to improve its efficiency and productivity.” (Agrieidmre p.s,
Fistwries p.o, Forest tse p4).

The sty poorly expressed, sentence provides little help to those trying to understand he
meaning of BSD. The second sentence coneems the conditlons for achieving ESD, rather than

the definition of it

The Working Groups made little effort 1o explore lternative intespretations of ESD,
Tisdell 11991, p. 210, for example, notes five possible sustainability u[ﬁmiw‘:s: sustaining
intergenerational economie welfare of humans; ensuring survival of the human species for a
long s possible; seeking resilience in production and economic systems and/or stationarity of
their attributes, ensuring sustainability of community; and sustaining biodiversity The
Warking Groups seeepted as a setof general prineiples or objectives for ESD certain desideratg

specified by Mr. Hawke in establishing them:

+improving material amd non-material well-being:
o intergenerational equity;
+ragenerationad equity,
+ aintming bindiversity and ecologival systems:
¢ dealing cautiously with risk and uncertainty; and

»recognising the global dimension.

While the Giroups suid in a mumber of places that it was desiiable whenever possible 1o make
changes which advaneed progress on one or more objective without redueing it on others, they
had Thde 1o suy about how to make tradeoffs in the common shuation where these are
unavoidable, "The Working Ciroups would ngree with Veenan (1989) that sustainable

shevelopment has o growth component, o distributionnl component nnd an environmental
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eomponent, But when having wore of onie component s i cost In terms of fess of another,
they have Httle to say for the guldance of polieymakers,

PRINCIPLES OF ESD
Intergenervational equity

The Working Group Chalrs neeepted in Intersectoral Issues that o soclety should pass
on ta future generations no less than It inherited, They pofated out that judgements are
necessary in assessing whether previous generations did this, as they ate in deciding what rules
the present generation needs to Tollow in order to beguenth ns mueh to the next gencration as it

recerved from the previous one,

The Working Group Chairs viewed two questions as fundamental in thinking abouy
intergenerational equity in o pracical way: the relationship between humansprodused and

natural capital, and the discount rite applied ter future benelits and costs.

The diseussion of itergenerational equity in ftersectaral Issues does not indicate the
perspective within which either interpenerational equity or maintaining the stock of natural
eapital is 1o be considered, Ty intergencrational equity o be interpreted at the global level, the
Australinn level or something clse? ‘The same question applies to the coneept of 1 non-

decreasing natural eapital.

In some of the seetor reports it is recognised that Australin can exert only o negligible
influence on intergenerationa) equity in ROW aind that the main focus shoukd be on the
distribution of income hetween generations of Australians, However, secepting that the focus
is to be on Australin, the seetor reports also contiin some dublous urguments coneermning
intergenerational issues, It is said that “the mining sector has special ehuracteristies in its
relationship to ESD, beeause of the nature of non-renewable resourees” (Mining, p.xvith. This

statement was not eluborated upon, Tlse general tenor of the argument in Mining is one of
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optimism nbout the responses of explotion. + stitution und reeyeling to searcity-Inducedd
price rises, The perspective In these nawessmena 15 gleprly on international ones it s
predominantly oversens developments whis* will determine movements in relative prices and
responses to those priee movements, At the Austrulinn level, Mining repotsed “views differ,
however, on how reliant Australin should e on the exploitation of natural resources, some
[Working Ciroup] members seeing these - a bridge to the future” (p78), 1t was recognised
that the eapturing by governments of reseuree rents from exploiting minerals, and the use of
these rents in ways thiit benefit future gencrations, can contribute to intergencrational equity and
BSD. If Australin chooses to slow the exploiwtion of its minera) resoutces for the benefit of
future generations, current Austrtinns are made worse off und there is n 1isk that future
Australinns will lose also, hoth beenuse of the lower enrrent investment induced by  lower
level of incomes and beeause of the possibility that murket developments will render conserved

resources less valuable, This consideration Is not discussed in Mining,

The mining seetor is nssigned speeific requirements for achieving intergenerational
equity. “To meet interpenerationnl equity objectives, an eeologieally sustainable mining seetor
wattld ensure that approprite consideration was given to balancing the discovery of new
depoxits, depletion rutes for potentially searce resources and the intrend ietion of teehnologies
for reeyeling und substitution, with the needs of the future us well as the present generution”
(Mining, p79), The context here - globul or Austealinn? - is ngain not explieit, 1t is surely
not rensonible to expect the Australian mining seetor to balunee domestic explobtation with
international developraents in reeycling and substitution, or to balanee the needs of present and

future generations of Australinns.

Although there is some vagueness about the wording, Transport seems 1o argue (p.53)
that Australin’s eurrent use of fossi fuels may be inconsistent with intergenerationn] equity ond
henee S beeause it diminishes the fuel options availuble In the future, This argument rests
on the view that Australin’s future consumption possibilities for pavtieutur items sueh as fossil
fuels depend on fts own resouree endowments of the items rather than on trading opp- vtunities,

Surely the reatity is that, regardless of the eurrent rse of use of ol in Austealin, future
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Australinns will be able to obtain any amount of oil they wish, provided they pay the world
price and whatever taxes are imposed by Australinn governments, Moreover, given the
smallness of Australian consumption in a global context, its eurrent fuel use will for practical
purposes have no effect on the world price ut which future Austialions can buy fossi fuels, It
iy be true that o higher use of domestic ofl by Australinns now reduces the mount of
domestic oil available for future Australians, but it is not elenr that that should be o matter of
concern on intergenerational equity grounds, If oil is produced in the ROW in future,
Australians will be able to buy it at the going world price, If oil is not being produced in the
ROW it will be beenuse technological and other market developments have rendered s use
unattractive. In that case, Australin's ofl will not be worth extrneting from the ground eithep =
unless, perhaps, Australia has ceased to be integrated closely with the ROW economy, and

optedt for a policy of self-sufficiency.

Transport sees Austealian tuel use causing intergenerational inequity through another
sauree, o changed global climate. However, with Australin being effectively a global elimate
taker - that is, unuble to influence world ¢limate through its output of greenhouse gases -
Australia’s own production of greenhouse gases is not relevant to equity between different
generations of Australians (or to intergenerational equity in ROW). ‘This is not 1o deny that
there may be sound reasons for Australia to participate in intermational agreements to reduee
emissions of greenhouse gases and, less clearly, to take such action unilaterally, But these
reasons are related to factors sueh as international goodwill rather than advancing

intergenerational equity.

In discussing - briefly - the argument ndvanced by Pearce et ol (1989) and others that

the natural eapital stock should be at least maintained, the Working Group Chairs wrote:

“... most economists would argue that there is some substitutability between
human-produeed eapital and nutaral capital in satisfying human wants, Nevertheless,
the problems associated with the measurement of both human=produced and natura)

capital are Jarge, as are the potentinl visks and uncertuinties relating to natura) capitl,
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These considerations suggest that an objective of conserving existing stocks of natural
eapital would seem to be as good a practical gulde as any other and better than most,
"This is particularly relevant to questions concerning the ozone layer and global elimate
chinge. In these cnses the very long time-frames involved, and the need to compare
uncertain costs in the relatively near future against mueh more uncertain benefits over
generations, mean that discounted rates of vetarm tre not very useful eriterin for decision
making. Nor do they provide aeeurate ways of evaluating questions of irreversibility,
in which the balimee has to be established between the benefits to this generation against

the eosts which are incurred by all future generations” (p.14),

"The existence of fundamental problems in defining und measuring natural capital wag
acknowledged by the Working Group Chairs. The problems are indeed formidable. How is
the quantity of 1 multi-attribute resource sugh as soil to be measured? How are resources of
sol, water, forests, fisheries, energy and other mineral resourees to by combined to give an
overall nieasure of stock of natural eapitl? How are projected resouree discoveries to be
treated” What allowance is to be made for technologienl change which inereases the efficiency
with which natural resourees are converted to goods and serviees? These and other very
ditficutt problems exist m conceptualising and applying the non-deereasing nateal eapital rule

atany level — warld, national or regional.

The Chirs did not diseuss the particular problems of giving meaning to the constaney
of natural capitl rale in seeking unilaterally to formulite requirements for #8D in Australio.
Did they envisage the rufe being applied at the Australian level? Or was their arraction to itat o

higher level? The answer is unelear,

It has already been suggested that the case for Australia to conserve an exhaastible
tradeable resource such ns oil - beyond the level of conservation resulting from prieing levels
that reflect world values of oil and external ensts involved in its use - - is weak. The
implication is that o constiunt natural eapital rale for resources sueh as ofl is not sensble for

Australia,
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Does the non-decreasing natural capital role make more sense for Austealin in the case
of renewnble teadeable resonrees such as forest products and fish? Or resourees usually treated
a8 nonstracdeable, such as soil and ground water? Perhips it does, but the ease is ot made in
the Working Groups reports,

The Working CGroup on Agriculture said that "intergenerational equity requires that the
present generation passes on (o the next generation & stoek of human-mude and natural ¢apital
no less than that inherted by our generation” (Agricultire, p.58, emphasis added). This seems
to represent support for non-decreasing total capital for succesive generntions, and implicit
rejection of the maintenance of natural capital approach favoured by the Working Gronp Chairs
in Intersectaral Issnes. Elsewhere m Agricudnre it was aecepted that "the idea of stable natural

apitad requises further revinement before itean be used s a guide for sustainable agricultur

developmemt™ (p.o1).

The rate at which future costs and benefits are diseounted can have an important
ifluence on the way futire gitizens are atfected by eurrent decisions. Future effeets through
suehy potential msties as holes in the nzone liyer, as well as through the overall rte of
myestment, are both wfluenced by the disconnt mite ased m the enrrent evalnation of projeets

and poligies.

The Working Group Chirrs advanced two lines of thinking on using the discount rate
as an instrument to advance intergenerational equity. On the one Jand they ... agcept thitas o
jgeneral rule alterations to discount rates are not by themselves appropriate ways to serve the
interests of future generations. ... there are practical difficulties in governments adopting
discount rates for projeet appraisal that are markedly Tower than market rates, In simple ey
these diffieultios relate to the costs to government of investing funds yielding returns that are
apparently lower than could be carned elsewhere, or that are lower than the costs of rising
those funds" (p.16), Here the Chairs side with mainstream cconomies rather than the

conservationists who support the use of low or zero discount rates,

14



The Chairs proceeded, however, to advance an argument which carries the opposite
policy implication to the argument outlined above, Seemingly influenced by a paper prepared
for an ESD Workshop by John Quiggin (Quiggin 1991), the Chairs argued that the costs of
using discount rites markedly Inwer than market rates would huve to be bornge by society "... if
the prineiple of intergenerational equity is to be served ,.." (pd6), This argument was reflected

fn the following recommendation:

"in public decision making, including in the appraisal of large investment projects,
greater weight be given to intergenerational issues, including the use of discount rates

maore reflective of the soeial rate of time preference” (p 16).

The other reeommendition coneerning intergengrational equity was that apprisals of targe
public and private projects, includimg environmental impact assessments, should include a

statement of tergenerational implications.
Intragenerational equity

The Working Ciroup Chars recognised that intrageneraitional eguity had o national and
an iternetional dimension. Thew foeus, understandably in view of their chiter and of
Australia’s small country status, was predomingntly on the former. No attempt was made to
define equity  The Chairs appeared, however, to see the following contributing to preater
equity: reductions i the dispersion of measured incomes; inereased availability of social goods
tespecialty health, education, housing and transport for the disadvantaged); and u fair sharing of
the costs of environmental degradation and of the costs of protecting the environment. Markets
which functivned well were seen by the Chairs as effeetive creators of wealth, but very poor
distributors of wealth. The approuch widely supported in mainstream economies of treating
equity separately frony resouree allocation - - through the use of a progressive tax systems, for
example - - was seen as inadeguate beeause it has not prevented a widening gap between rich

and poor in Australia,



Fer intragenerationul equity to play its role fully as o fundamental principle of ESD, the
Warking Group Chairs saw two important requirements of economic poliey.

"The first is that the lessening of economic inequality will hive to be seen as a primary
gonl of economic poliey rather thun us o secondary or separate process, In other words,
redistributive measures will need to become morg closely integrited with policies aimed
at improvement in-economic efficiency and struetural reform” (15,20),

There was no diseussion of how this might be sehieved, or of the extent of the income
recistribution considered appropriate for ESD. "The second requirement is that in evaluiting

policies mmed at other aspeets of ESD, explicit aecount be paid to equity.

The argument advimesd in Intersectoral Issues on intrageneranonal equity is found also

i mast of the sector reponts. Thus, Manfucturing says:

"Distributional ehanges will result from the application of the full social value diseipline
to environmental resources. One incﬁmblc outeome will be thiat some who have
enjoyed free use of the resources will be required to pay for them. Those alrendy
disadvantaged within the existing social ad economie system may be
disproportionately affected. Just what means shoukd be used to offset nny udverse
mpacts on sogial equity, whilst important, is not an issue that we have addressed in
detil. Nevertheless, there is o strong ease for some offsetting acuon to avoid
sustainable development worsening the existing distribution of material and non-

mitterial income,” tManufactiing, p.3).

A similar statement appears in Energy Praduction, while Azrivultnre sees o need for social
gguity measures “to ensure the equitable distribution of the eosts and benefits of moving
towards ESD” (p.9).

The failure to sy mwote ahout the seope and mature of desirable policies for equity in

moving owards ESE is a significant limitation of the Working Group reports, By implication,
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the minimum income schemes which forni the eentral part of Australin’s social security system
are inadequate for providing the r:qﬁizyju‘d‘gaﬁ‘ necessiry by the Groups, s itenvisaged that
these sehiemes be modified? Or is a process of compensating deserving Josers from indivicual
ESD measures preferred? In view of well known difficulties with cach of these approsches, it
is unfortunate that the Working Groups did noy offer more guidance on how fo achleve equity
in moving towards BSD.

There is unother fundarental question to be tised concerning the treatment of equity in
the Working Group reports, ‘This is the absence of any consideration of what Australian
governments should do about undesired effeets on-equity arising in Australia as a result of
ESD-enhieing developments in ROW. One example is an inerease in the price of tradeable
food commodities in Australia because major ROW countries place restrigtions on the use of
cost-reduemg chemieal pesticides, or on the use of fragile Jand for ceopping.  Another example
s inereases in prices of motor vehieles due to mandated design changes on environmental
grounds. Should the Asstralian government compensite those Austealians - especially if they

ave already disadvantaged - who fose from these developments in ROW?

The question 1s really broader than indicated above, Sinee any developent in ROW -
meluding chatges in produetivity and the pattesn of demund - that impaets on ingomes in
Australia is relevant 1o Australia's ESI performinee, does intragencrational equity in Australin

resguire the conpensation of losers , or certain groups of losers - {ront any oversens canse?

b seeking w answer this question, “in-principle” considermtions and praetical
considerations are both relevant, There are different arguments of pringiple that ¢an be

advanced and their policy mplications are not ali the sume.

One argument is that since Australian consumers are hirmed as much by a given
inerease in price of food or cars due to ROW policies as one due fo Australian policies, there
should be no distingtion between the two in eligibility for conpensation. "This argument could
be bolstered in various ways, I the case of Australin’s export commodities, Australip would

gatn overall from ROW policies that pushed world prices ups in principle, therefore, the

17



capacity to compensate losers exists, A‘nmh&r:mns‘idﬁmﬁou Is that since world sustainability
depends on what happens in ROW rathet than on what happens I Australi, Austealians whose
priority is the health of the economic-environment system globally injght see n case for
compensating some domestic losers from sustainability-enhancing policies in ROW,
Admittedly, there ave limits to what small Anstratin could do in ihis respect, especially if gt
ROW was striding rapidly towards sustainability vis policies that raised the prices of tradeable
items. Perhaps some Austealians would see this constraint on Australin being ensed it it Were 1o
x those Australinn finms - food producers and ear manufaeturers in the thove examples -
that gained from the moves to sustainabifity in ROW,

A different in-principle mrgumient is tha Australin does not have responsibility for ROW
policies, and should not gommit iwsel to compensating Austealivn losers from those policies, It
maty be noted, however, that minimum income schemes which gre adjusted by movements in
consumer prices o increase assistanee 1o secipients in response to price inereases originating in

ROW as well as increases penerated witlnn Anstealin,

As fur s practieal considerations are concerned, there are two main points. First, it is
difficutt to devise and operate a system of compensating losers from efficiency-enhancing
developments in particular markets o which there ure not major objegtions. This consideration
may not be any weightier in the case of compensating for developments in ROW than it is for
compensating for policy changes in Australia. Second, it is hard 1o exclude price movenents
due fo nverseas developments when using consumer price indexes (o adjust minimum incomes

provided through the social welfare system.

While Agriculiure, Manufucting and Enorgy Production supported compensation for
disudvantaged eurrent Tosers from policies that enhanced ESD, Eneriy Use nppeared to see

adverse equity effeets us o consiraing in adopting priving policies that improved the efficiency of

¢eanomic-enyironment systems.

“While in general terms .. ... the beneficiaries of energy use should paty the full eosts of

the eonsequences of that use, it will ulways be necessiry to consider limits to the
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operation of this prineiple bused on ability to pay forthe energy required to sustain an
gceeptable minimum standard of living and by the capacity and opporiunities of various
groups to ehange their consumption behaviour” (Energy Use, pp42-3),

This report suys tht inereasing the price of energy will be regressive while ... policies
designed to increase the efficiency of energy-using applisnces and pass on the lower operating
¢osts to consumers are likely to lave sociul equity benelis as well as environmental
advaninges” (Energy Use, pad), The nuture of the sacrifice in efficiency of Australin‘s
ceonomicenvitonment system necessitaied by avoiding policies with repressive effects was not
considered. The Warking Group Chairs fecommended that in undertaking studies of energy
pricing and economic instraments, as proposed by the Energy Use and Transport Groups,

attention be directed to equity effects and ways of dealing with them.
Dealing cautiously with risk

Linder this heading the Working Group Chiairs diseuss uneenainty, irreversibilities and
non-substitutability. These phenomena feature prominently in concerns about the environment.
“... deghsig with uncertainty about limits s the fundamental issue® [in the sustainability debate]

(Costanza 1989, p.5).
Uneertainty ocenrs on both the supply and demand side.

“Technological and seientific uncenamtios miy resultin the prenuture use of
technologies damaging to the natwnl environment or public heatths and demngd
uncertirinties affect our assessment of the future values of environmental resourees, ...
a particalar area of conger is the uncertainty that arises from the limited seientifie
understanding of bow natural environments and ecological systems function, ipgluding
the wiry in which they support econamie systems. Given this, we face considerable
uncertainty abous what would be the consequenees of sunning down nitural eapital™
(p.38).
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In each of the nine wector reports improvements in knowledge were seen us erucial for
developing Rore sustain.ble appronches to resouree munagement, Considet the three :mpm'x;
on seetors based on renewable natural sesources, In Agriciliire it was saids “Agricultural
systems are complicated and not well understood and we need to find ont more about them so
that they ean be maniged in accordance with ecologically sustainable development principles’
(Agriculnoe, pxvili), ESE for fisheries was seen as requiring ecosysten manigement, ",
with fishing activity becoming & subset in ovessill management of the aquatic resoutce, .. these
systerns are complex and our understanding of theny is relatively radimentary’ (Fisheries,
p.xvii). Farest systems are complex also, .. and both the available information base and our

understandmg of it are far from complew" tFarest Use, p.xvib),

Adyvanees iy knowledge which reduce uncertainty and enhanee the sustainability of
Austrahiat's economic-envirsnment systems may oceur domestically or in ROW. In some cases
Austeadiy may be able to rely otally on ROW for researeh and technology which result in more
environment-friendly producton systems. This is so for much researeh and teehnological
development in manufactunng: if the environmental priorvities are reduging the pollntion of wir

and water, progress overseas 1s diseetly apphivable in Ausiralia,

"The poar understanding of agricoltural, fisheries and forest systems acknowledged by
the Working Groups relates largely w specifically Australion ecosystems and their interaction
with the production systems. Improvements in snderstanding in this avea, which are seen as
vital for progress towards BESD, will depend mainly on Australin’s own researeh endeavours,
The idea that Austratia is more dependent on its own researeh for sustainability of its renewable
matural rosource based industries tan it s for sustainability in other areas sueh as transport,
manufacturing wnd perlips mining and energy production does not emerge from the Working

Ciroup reports.

Conservationists ity nof weleome some of what the Chines have to say on

irreversibilities. *"Ihere are degrees of such irreversibilities. An ozone layer may repair itself

over perhapy, Tilty to ane hundred yeurs; tropieal forests may, again over the very long term,
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be capuble of regenerating: and degraded land enn ultimately, even with great difficulty, be
restored” Untersectoral Issuos, p.38) Tn Austealing the ssue of lreversibility is sald to be most
noteworiliy in the context of habltat proteetion und species preservation,

Spewivs preservation shures with the prevention of elimate change the churagteristie of
beinyg an international public good. The existence of o speeies unique to Australin genertes
existence and option vadues in ROW as well us i Austealin, Wit almost all of globul
population and ineonie accountest for by ROW, it is plausible that the valie to ROW of suving
an Australian species swamps its value to Austealians. "This considerntion raises some
impartant sues which were notexplored in the Workimg Group reports, One issue concerns
the intermational cooperation needed to aehieve an efficient global allocation of resourees 1o
proteeting species. For example, are substintinl payments from large economies Lo countiies
with farge areas of tropical rainforest 1 which mostof the world®s plint and animal species
gre tabe found — mdicated? Another issue is perhaps even more fundamental, The faet that
species preservation involves internationitl pubhie gouds is one reason for questioning whether

it s meaminghul to eonsider ESD from the point of view of o single country.

The Clirs secepted thae uneertainty shout the future value of natural resourees caused
ambiguity 1n the concep ol substitutability of natural capital. But they could see no valid
human-miade sabstitte for o lost species or for the ozone fayer, the global elimate or non-
degraded tand. If dus means that ro inereise in strogtures, equipment and know-how could
compensute for o margiml deterioration in land quality or a margmal change in global climute, it
is not a tenable proposition. Why should unlimited saerifices be made to prevent a smul)
undesired change in the condition of Lind or in elimate when no society, however rieh, feeepts
the “no tradepfts™ noten as a guide in allogating resourees to save human lives? 1t should be
emphastsed that future generations, as well as the present one, will have less human-made

cupltal if no trading off of natueal capital for humun-made eapital is seeepted now.

I the presence of uneertainty, irreversibilities and nonsubstitutability the Chairs suw

twa generul abjectives us helpful in achieving beneficial economic development. "The fist wis




seeepting the need todeal cantiousty with risk, The second was to bulld this caution int the
decision-making process. To keep In meeting the second objective the Chairs proposed seiting
up on Offiee of Eeologically Sustainable Development, The funetions of this Office would
inelude coordinuting work on develoning decision-muaking und reporting processes for dealing
coutiously with risk, Tt would Include also commissioning work ™,..to develop the Information
and analytieal methods for dealing more effectively with visk and uncertainty in declsion
making at all levels of govermment”™ Untersectoral Lssies, pdd),

The Chnirs stressed that:

" improved deciston=nmking generally, ineluding that which will follow from
microeconomie reform, will itself contribute to o more efficient integration of economie
et environmental fssues in policy management. ‘Thus, approprinte pricing of
Australia’s natural resources would bn itself reduce pressires on Austeadi's
environmental resoyrees and improve their management in o way that would minimise
fong-teym risk and reduce uncertaingy about their long-term sustainability” Untersectoral

Iysties, pAad),
Glabisl issues

Itis ageepted by the Working Ciroups that internntional trade, by inereasing the
efficieney with which resources wre used, contributes o the pehievement of BSD, For this ®1o
be completely true, however, social costs, ineluding those arising from the use of
environmental resourees, need to be fully incorporated into the market prices of traded poods”
(Intersectoral Dses, p.54), "The internalisation of environmental costs is needed
tternetionadly if the potential gains from trade between countries are to be realised. The
Working Ciroup Chairs therelore recommended that Australia continue to wpe in international
foruma the removal of subsidies and impediments 1o free competiion in foreign markets which
are inconsistent with ESD pringiples, T imaking this recommendation the Chalrs emplhinsised
the impartance of international iracle o ESI globally, and the gresiter copacity of Australin to

dichieve ESD i its expont sector s strong,
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The remuining commaents in this seetion ire directed to some arguments in the Working
Group reports about the relutionship between ceologienl sustainability and internntionnl
competitiveness and about globul wirming,

In several reports it is stated that, notwithstanding the importance of international
competitiveness, this should not be nehieved nt the expense of the environment, Thus
Manfocturing says: “ultimately, however, that [iniernational} competitiveness hus 1o be
sustainable and eannot be based upon an environmental subsidy’ (p7), The need for
developing national snd international appronehes to prevent departures from free trade being
imposed in the name of environmental proteetion was emphasised in Manfucturing snd in
Internatienal Issues. ‘The squeaky clean user pays approagh to the environment noted abiove
was not in evidence throughout the Working Group reports, While Transpart necepted that
taxes and charges were generally efficient means of ensuring thie the full cost of using
resourees were met, it advaneed an intrlguing qualifiention to this view: “when such charges
are impaosed on the input side, then may be o loss of competitiveness of Austealinn industry,
unless similar taxes are imposed by other countries” (Transport, p.122). Thinking sbout the
implication of this statement for Australin may be faeilitaed by reealling that theeg Is Jess
pressure an industry to act to proteet the snviconment in Australin than there is oversens
(Manufacturing, p1 In the context of redueing the risk of global warming Energy Production
suggested that ... should the Commonwenlth Government see the need to praceed with more
substantial insurance acvon, it may wish to consider exempting trade competing seetors from
that aetion pending development of an upproprinte international response straegy ..." (p.147),
The Working Group does note thut this approneh would sepresent o subsidy - as well as being

hard to administer.

in November 1990 Prime Minister Hawke added to the task of the ESD Working
Groups by asking them to report on options for achieving the Government’s interim planning
target of redueing greenhouse emissions 20 per cent below their 1988 level by 2005,

Consequently, globul warming considerations receive significant atiention in ench of the seetor
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repotts and in Zntersectoral Lssues, Tn Energy Production and Energy Use reducing Australin’s
emissions of greenhouse guses is o major coneern, The Greenhowse Report draws together the
options recognised in the seetor reports for reducing greenhouse emissions und assesses some

of their effects.

There are acknowledpements in the reports thut developments in global elimate e
though subject to much unceriainty - will be influenced very little by Australin's aetions,
Howewer, this reality is not highlighted. Some statements concerning Ausiralia’s global
significance involve mueh understatement, Forexample: “in our own region, the global
significance of any Austealian greenhouse reduction policies may well be overshadowed by

forecast energy and industrinl developments in Asiun countries” (Energy Use, p 108),

Itis recognised that Tor Australin “the most immediate socio-economic impact of the
enhaneed greenhouse effeet is Tikely to come from response measures rather than the elimate
change itself (Greenhouse Report, pxvii). Inmother instance of understatement the
Greenhouse Report says “the impaets of the actions of other countries nre potentinlly at least as

significant as those resulting from domestie policies™ Greenhonuse Report, pavil).

Consistently with Australia’s small country status, the Working Groups recommended
that priority be given *no regrets’ netions that reduced greenhouse emissions und were
worthwhile - or «t least not disadvantageous - on other grounds. These mensures include
removing subsidised energy prices, providing information, and undertaking research, The risk
that the no regrets approach could bins the efforts of policy advisors and researchers away from
worthwhile aetivities which confer no reductions in greenhouse entissions - or which inerease
them - - is not mentioned. No regrets measures would not be sulficient to allow Australia to

meet its emissions reduetion target.

Some of the Working Groups aceepted that the risks associnted with greenhouse
warrianted limited fnsurance aetion in addition to the no regrets measures, Lnergy Production
suggested that the ease for insurance was based more on risks for Austenlin arising from other

countries’ responses to the greenhouse threat - which could Impnet on Australin's trade,
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especinlly in coal —- than on the risks posed by climate change itself, *In the end,
recommended insurance mensures were largely limited to further research and analysis, to
recuce uncertainty about climate change itself and the impaets of response measures in Australia
and other countries, and researeh, development, demonstration and commercinlisation of the

technologies necessary for emissions abatement” (Greenhouse Report, p.xxiif),

The Working Groups aceepied that engrgy prices needed to rise to achieve ESD «- and
Australia's emission reduetion targets, However, because higher energy prices would have net
adverse economic effeets - violuting the Government's conditions for unilateral reductions in
gmissions - the Groups recommended against unilateral introduction of a carbon tax or other
price-inereasing measures. Represemtatives of the Australian Conservation Foundation on the

Energy Production Waorking Group dissented from this recommendation,
AN OVERVIEW OF RECOMMENDATIONS

The mne sector reports contain 408 recommendations, or more than 500 if sub-
recommendations are included. There are additional recorimendations in Interseetoral Issues,

some of which have already been mentioned.

The great bulk of the recommendations can be viewed ns atiempts to improve the
working of the economic-environment system. Most of them are intended to address problems
arising from information deficiencies, exteralities, myopia in decision-making, and
government-induced distortions. In terms of the namre of the recommencded policy
instruments, agan there 1s Jittle that cannot be categorised under such waditional beadings as
researcli, information and education, price-vased measures, regulation, and administrative
reform, “There s, however, some emphasis on meuleating u sustainability ethos in decision-

makers in the household and production sectors,

The avhnowledgement of doubts about the ecological sustainability of present
approaches o resouree use in Agriculture, Fisheries and Forest Use was noted earlier, tis not

surprising, therefore, thay many of the recommendations in these three reports on renewable



natural resource are diveeted to improving understanding of blopbysical relationships and of
social valuntions of the various outputs of the resouee systems, A pucknge of measures
Intended to enhunce long-term productivity by improving information aecounted for more than
half of the costs off recommendations mude in Agriculmre, "The package emphosised group
approaches (such as the Tand care program) to agricultueal resource and business munugement
and integrated whole-farm and eatehment-based planning. Resenrch into agricuitural chemicals
ancl pest management were viewed a8 priovity areas for research, The reports on Fisheriey und
Farest Use were not se speeifie abott research needs as Apricultire, bat both supported greater
emphasis on research providing the knowledge needed for sustainable resource management in
those seetars. In usddition, many recommendations concerning planning and management
processes i the three reports were intended to ensure that betier information was produced and

e avartable to deerston makers.

Arresung the recent fall m energy research. especially renewitble enerpy research, wis

SEEN us @ prionty i Enevey Pradiebon.

Better muegration of econonue and environmental considerations in decision making
wiis it theme runmng through all the repors. This meant ensuring that environmental costs

were systemativally considered m decisions,

Consistemily with the approach of the Treasury (1990) - aceepted by the Govermment
- most of the reports espressed in-prineiple preference for market approaches to using
environmental resources better, rather than regulatory ones. This preference was expressed
most strongly i Agrcdnre:™ L owhile regulation has its place, it is considered *n be, in

7y

generul, o Tast resant™ (Executive Summaries, p.2y. More economic pricing of water 1o
farmers and tull tansferability of water entitlements — including transferability between
wrigation and ather (recreation and urbiny asers and between states - were significant market
measures recommended in Agriculture. A majority of the Agriculire Working Group
supported setting targets for reducing the use of eenain elisses of ehiemienls, but there wis

disagreement on whether the targets should be indicative or mundatory; Tienee using the market
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approach of taxing chemical use to uehieve the reduction « s in some other countries - was hot
recommended, Forest Use recommiended o competitive open marketbased system of
transferable wood haovesting rights and application of the 'user-pays’ pringiple o all

gommereial and nonseommercial users of Torests wherever feasible,

Acceptance of the virtues of the market approach was not so-evident in Fisheries. There
mueh seope was assigned to management authorities < influenced by and answerable to
advisory committees on which all significant groups using the resouree were represented. The
manitgement authorities would prepare steategic management plans and “..establish the
appropriate mus of input and output control mechanisims to meet the sustainability indicators
contamed in the management plan” (Executve Simmaries, p.97). Tvway said, however, thit
the mechanisms estitblished should let market signals ifluence users of the resource. 1t was
abso recommended thas fisheres management anthorites be empowered o bring vivil litigation

apannst interests that damage the fishery habitat or breach the management plan.

I both Euergy Proche i . and Mamfae g (.. ) owas sind: “To the extent
that enviranmental vilues can be ieorporated into the price system, a dynamie lexible
incentive meehanism is avindable w influence decision making....". It was accepted, however,
that regulitory measures will sometimes need o be used. The argument why this iy so,
advaneed in both Eaergy Production and Manufacturing, is puzzling. "..in many instances we
do not have the data 1o refleet adequately the environmental costs .. °. But the absence of the
data needed to set an appropriate price on an environmental resouree will often pose the same
problems for achieving efficiency vi regulation as m aclieving 1t through marhet-based
approaches. What 1s meant, presurnably, is tat the resource price needed to aehieve o pre-
determined environmental effeet using the market approach s unknown, while the effect

however efficient or inefficient it is - can Ix secured via regulation.

Removing inefficiercies in pricug eleetricity and natural gas is an imporant priority in
Energy Production. Many of these inelficiencies are conventional ones, unrelated 1o

considerations of pricing environmental impacts, However, the use of market measures 1o
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improve the use mude of environmental resources oceupies u prominent part in this report, as it
does in Mining wod Manyfactaring, "The latter reports pointed out thit althoupgh Austealin is o
signatory to the OECD recommendations on the "polluter pays” principle, its use is non well
developed in Anstealin, I Energy Produetion it was argued that the poiluter prys prineiple did
not go far snough, and that containing pollution within ecologicully sustainable limits required
that "the prices for goods und services should nlso refleet the soeial, environmental and health
costs of associnted pollution” (p.138), Despite difficulties in applying it - such as evalunting
the costs of long-1erm lov level paliution on health and on the environment - this extended

polluter pays approach was seen as the prederred guideline in pricing the environment.

The first recommendation in Mining was for an increase in research into "market-based
options to facilitate integrated decision making within the sector" (Exectitive Summarios,
p. 191 Security honds, wadable pollution rights, penalties and fines and ways of valuing non.
marketed environmental resources were listed as exomples. Similar recommendations fur
research into market measures for improving the working of economic-environment systems

were made in Energy Production snd Mam- turing.

In Energy se and Transport, pricing and regulatory measures are both seen ns
important m achieving progress towards sustinability, “"Pricing of fuel is fur the most direct
way of achieving behavioural chunge towards ESD objectives through vehicle use.,.”
(Transport, p.135). Road pricing is seen as impracticnl at present. A Commonwenlth study
into "how best to incorporate the full economic, socinl and environmental costs into energy
prices in Australian transport” (p.135) is recommended. o addition, raising sules tax on fuel-
inefficient vehicles and lowering it on fuel-efficient ones was supported to further affeet
incentives concerning type of vehicle to own. The first recommendation in Energy Use was
similarly direeted 1o reflecting all costs of enerity use in energy prices. Examination of finaneial
ingentives to owner-oceupied householders to upgrade their energy efficiency wis
recommended. Tt seems to be implied (p.80) that householders are at present pussing over
possibilities to muke long term savings in energy costs, ‘The case for using subsidies rather

than information programs to rectify any murket failure in this area was not made. Market
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measires were not so prominent in Tourism, However, roles were seen for park use fees,
damage-reluted penalties for non-compliance with environmental regulations, and performance
bonds us & condition of development where a risk of unaceeptable environmental damuge
existed. |

Antong the regulutory measures supported in Transport were lower vehicle emission
limits, Tabelling of vehigles to indicate fuel efficiengy and mandatory inclusion of this
infoemation in advertising, priority for transit traffic and high occupancy vehieles, and
consideration of compulsory car and vag pooling. Energy Use contained recommendations
concerming mandatory energy labelling of applisnees for the residential, commerelul and
industrial sectors and coordination of enerygy rating sehemes for residential and other bulldings.
Labelling of appliances to indicate their energy use was supported also in Mamifachoing, as
wis establishing standards of minimwm energy efficieney for a range of items frons white

gy to motor velieles.

Ciovernment-ereated distortions were identified s important causes of thrests to BSD in
seversd reports. Water pricing and tax concessions for land elearing (ho Tonger present) wre
expmple from Agneultre. Forest Use referred to mefficient approaches o pricing wood,

impediments to private forestry and unnecessary restrictions on the use of timber .

A number of government policies distorting resouree nse in o way harmful to ESD were
identified in Energy Use and Transpore. These included: tax measures (for example incentives
to firms 1o provide employees with motor vehicles): legal provisions (sueh as the impediments
to private motorists charping those whomy they transport); and planning and development
regulations. The absence of u copital gains wx on the family home was seen as one of the

factors encouraging o pattern of wrban fnnd use that s not ecologivally sustiinable,

All reports saw  negd for improvements in education atall levels on resource
management Tor eeologlieally sustainable development, In Forese Use and Agricidture the need
for teachers to show balance in dealing with production from the seetor's resources und with

conservition seas expressed. Teanchers were not helped in achieving this balance by the



disgmmﬁulcnvimxmwnml:.r‘csmmkiﬁtspmzmmdf by the Federal Environment Minister's
depariment In conjunction with Weorld Environment Day, and disixibumd; to all Australian
schools in mid-1992, before being officially withdrawn (Edwards und Usen 1992),

FINAL OBSERVATIONS

In this paper some questions have been raised which may help in putting the Working
Group reports in context mid i evaluting them, Among these guestions are: 1o what extent is
progress towards ESTY in Australi determined outside Australin? what constraints does o smull
trading couniry fave in purswing BESD? and what is the role of murket measures and of
regulatory policies” An initial awempt to exaaine the reports against the backdrop of these

fuestions has been presented.

Readers of the ESD Working Group reports find an opermional definition of togrism -
all travel maore than forty kilometres from the normal place of residence, exeept cammuting to
and from the usual place of work - but not of ESID. However, ESD is interpreted in the reponts
to be as maeh about economic growth and development as about proteeting the environment,
Those who see low or zero econamic growth as n requirement for ESD will find no support for
their position in the Working Group reports. Indeed, eeonomic growth, by expanding the
chotees open to Australtans, is seen as enhaneing the opportunities to achieve environmental -
aned other - objeetives more fully. Nevertheless, the potential for Australin to expand the
preferred options available to its eitizens will not be reafised untess values for the environment

are fully reflected in decision miking throughout soviety,

Despite the new and imprecise term "ecologically sustainuble development™, there is
littke in the broad approveh of the Working CGroup reports which sits sneomfortubly with
mainstream economic principles. After all, the need 1o incorporate external effeets in prices has
begn the conventional wisdom sinee Pigou (1932), 'To be sure, in Australia, a5 elsewhere,
policymakers hive often puid linde regard to environmental exteraalities. ‘This has been due in
lirger pait to uncertaintes about the size of such effeets and to community values thin to their

exclusion from the economic paradigm. Many of the recommendations of the Working Groups
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cull for research by economists pnd others which will facilitate sound decisions on the pricing
of natural resourees in o rnge of situsions,

Some writers (for example, Wills 1992) have eriticised the BSD process for not being
sufficiently systems oriented and for being too impreeise abont eriterin for evaluating
performance in achieving sustainability, In their defence, the Working Groups ean poing tod
limitations m knowledge: their terms of referesee, ineluding the requirement to provide practicnl
dvice to the Governmient; and their reporting deadling,

The costings of the recommendations made in Agriculture, Fishores wd Foresi Use -
less than $300 million over five years - while incomplete, would generally be regarded ns o
fow price for u guaratee of ecological sustainability. But lifi bs not like that! There are no
guriees of this ype. Uneertaimty is o major ehavacteristic confronting those whu seek 10
offer strategies for moving towards ESD. Advances in knowledge - which many
recomnendations in the Working CGroup repons are direeted to aehieving - will change
assessments of how consisient preseat and alterntive management regimes are with ecological

sustainability gnd with £812
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