
11111

I
Introduction



22222



33333

Sustainability, or more specifically, the adoption of sustainable strategies, has
now become a byword in doing business. For some, it implies the ability of a

company to survive in a world that has become competitive especially with the

emergence of free trade and the global market economies. For others, it implies
the need to nurture highly efficient and productive world-class industries that are totally

committed to pursuing business in an environmentally sustainable and efficient manner.

The Philippine Government has a huge stake in making local industry competitive

and sustainable. Poverty, unemployment, social inequities and their consequences, such

as peace and order problems, among others, are persistent issues which have to be
addressed. The important role of industry in helping resolve the country’s economic and

social problems should be acknowledged; and, thus, be strengthened with appropriate

support from all sectors of society. This Guidebook is a contribution to this effort. It promotes
a proactive environmental management tool that has been proved to likewise improve

business efficiency, cost savings and provide competitive advantage. It is basically about

Environmental Management System (EMS) based on ISO14001, an international standard
that can transform local industry  into world-class status while enabling it to address at the

facility level the poor quality of urban air that everyone has to breathe, and the other growing

environmental problems of the country.

1.1 THE PHILIPPINE ENVIRONMENTAL SITUATIONER

Various reports indicate that the environmental situation in the Philippines is,

generally, poor, especially in urban areas. The World Bank, for example, reported that in
Manila and other cities, certain pollutants like ozone and nitrogen oxides, are on the rise

while particulate matter levels still exceed standards. In its Philippine Environment Monitor

2002 report, the World Bank added financial cost estimates of air pollution in the country’s
four major cities of Metro Manila, Davao, Cebu and Baguio at more than US$400 million or

PhP21.6 Billion (US$1 = PhP54) per year, affecting more than one fourth of the urban

population in the country.

“ We need to believe that we do hold the future in our hands and that
we have the power within us to make the changes to put us on a
sustainable path.”

                                            — Philippine Business for the Environment
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A closer look at the country’s waterways reveals that about 15% of the water bodies

being monitored by the DENR are in a disturbing state of organic pollution - having failed the

national criteria on water quality, particularly on dissolved oxygen and biochemical oxygen
demand. As such, majority of the country’s water bodies cannot be used for household

purposes. This situation is continually being aggravated by various activities of all sectors

of the community - from small households up to big factories - that contribute to the
degradation of the quality of the country’s water resources.

In addition, the country’s natural resource stock, a major source of raw materials, is

being depleted at a fast rate with continued utilization, especially by industry. For instance,

the country’s dipterocarp forests, the source of the economically and ecologically important
Philippine mahogany group species like red lauan (Shorea negrosensis), white lauan (Shorea
contorta) and apitong (Dipterocarp grandifflorus) have already decreased by 6.84 million

hectares from 1977 at 9,380,055 hectares to 1997 at 3,536,017 hectares or an average
of 342,201 hectares a year. For industries, depletion of local resources essential as

production inputs will mean higher procurement costs or, in case of unavailability, delays on

or shutdown of operations.

Business activity is
one of the major sources

of significant impacts on

the environment – from the
extraction of raw materials to

the generation and disposal of

waste. In fact, industries are
the major sources of toxic

pollutants. For the year 2000,

about 188,000 tons of toxic and
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hazardous substances are generated by  industries registered at EMB.  For engineers, the

generation of high waste volume indicates inefficiencies in a production system.

Aside from fear of the inability of local business to compete globally, inadequate

attention to environmental protection and resources management has three other threats.

These are: 1) human health risks which increase the social costs to society in terms of
medical and health care; 2) decline in foreign capital investment in the country due to its

inadequate environmental management capacity and performance, and; 3) loss of

opportunities for industries to introduce innovative production technologies to increase their
productivity and environmental performance.

It is not surprising that, in recent years, concern over the business viability of
local industry has risen aside from public concern over industrial impact on people, the

national patrimony and sustainable development.  The first question is: Can we sustain our

national development and ensure the health and well-being of our population? The answer
is a big YES. But, only if we begin and continue to take care of our environment and resources.

The second question is: Can industry gain business competitive advantage while protecting

the environment and conserving resources? Again, the answer is a big YES. But, only
if companies understand and apply the available and appropriate tools that they can

use.... NOW.

And, there is no other time!
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1.2 APPROACHES TO ADDRESS ENVIRONMENTAL PROBLEMS

1.2.1 Government Regulations

Before pollution control regulations were implemented, most industries in the 1950s

and 1960s simply ignored the environment. Contaminated wastewater, polluted air and

solid waste (whether hazardous or not) were simply discharged into the environment. Later
on, the concept of “dilution is the solution to pollution” became the norm.

When people started to realize that the environment could not simply absorb
pollutants without serious consequences, environmental laws were enacted. To comply

with these regulations, industries, among others,

have to set up their own anti-pollution control
devices or treatment facilities. And hazardous

waste had to find their way to secured land.

As of year 2002, EMB implements five

national environment laws, namely the

Pollution Control Law (PD 984), the Philippine
Environmental Impact Assessment System

(PD 1586), the Toxic Substances and Hazardous

and Nuclear Wastes Control Act (RA 6969), the
Clean Air Act (RA 8749) and the Ecological Solid

Waste Management Act (RA 9003).

Multimedia Transfer of Pollution as a Pollution Control Issue

In controlling pollution through end-of-pipe technologies, the risk of pollutants re-

entering an ecosystem persists. Then U.S. Environmental Protection Agency (USEPA)

Administrator William Reilly put this point succinctly in 1990 when he said, “We have learned
the inherent limitations of treating and burying waste. A problem solved in one part of the

environment may become another problem in another part. We must curtail pollution closer

to its point of origin so that it is not transferred from place to place.” This statement is best
demonstrated by the multimedia transfer of pollution of a hypothetical industrial facility

illustrated below:

A facility generates air emissions from its operation. Emissions are
contaminants that may be detrimental to human health and the environment.
To remove these contaminants, the facility installed a wet-type air pollution
control device, i.e., water was made to flow countercurrent to the air emissions
to scrub off the contaminants. Cleaner air then left the smoke stack of the
facility.
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However, the contaminants simply transferred to the water. The
contaminated water, then, had to be treated in a wastewater treatment plant
using chemicals to remove the contaminants from the wastewater. The facility
then had a cleaner wastewater that could be discharged to a nearby river.

But the contaminants were now in the form of sludge that would have
to be sent off to a secured landfill. With the coming in of rain, the contaminant
may leach out of the secured landfill. Note that rain, even though
uncontaminated with pollutants that may cause it to be acidic, is still acidic
(pH 5.6) because of carbon dioxide in the atmosphere. Note too, that an
acidic medium is a very good leaching agent, i.e., it can cause the transfer
of the contaminant from the sludge to groundwater. Thus, contamination of
groundwater is not a remote possibility. Groundwater is the usual source of
drinking water in the Philippines. The risk of contaminated drinking water
getting into the human body is high because of the situation described above.

This illustration shows the potential environmental and health risks of pollutants re-

entering the ecosystem even with end-of-pipe technologies. It also shows that investing in

pollution-control technologies can be costly.

Aside from the above situation, the air and waterways of the country continue to be

polluted. Worse, pollution incidents like those in Marcopper Mining in Marinduque and in the
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regulating emissions rather than their causes. Another disadvantage is “over-regulation
and under-enforcement” which may bring the law and the regulators into disrepute.

There has to be a way to complement pollution control. New laws such as the Clean
Air Act (Republic Act or RA 8749) and the Ecological Solid Waste Management Act

(RA 9003) have realized this need as they espoused new state policies that put more

emphasis on pollution prevention.

1.2.2 Use of Market Forces

1.2.2.1 Use of Market-Based Instruments

Market-based tools are designed to internalize environmental costs, to demonstrate

to producers and consumers the need to use natural resources responsibly, and to minimize

pollution and waste.

1.2.2.2 Environmental Users’ Fee and Other Market-Based Instruments
(MBIs)

The Philippine Clean Air Act provides for the use of Market-based Instruments (MBIs)

as tools to promote cooperation between government and industry. Commonly known MBIs
studied under the Industrial Environmental Management Project (IEMP) of the DENR include

the following: pollution charge, refund-deposit systems, risk and liability schemes, user fee
on raw materials, creating a market for waste and financial incentives/subsidies. These are
briefly discussed below.

The pollution charge, called the environmental users’ fee by the Laguna Lake

Development Authority (LLDA), refers to a fee per unit of pollutant discharged to air, water,

small-scale gold mining and processing areas

of Davao del Norte have to happen, as if to

highlight the fact that end-of-pipe control of
pollution is not the only insurance for protecting

the environment.

It should be underscored, however, that

pollution-control legislations have an important

role in pollution management. Among others,
they set the bar for acceptable environmental

quality. Their disadvantage is that they allow

little flexibility and mainly concentrate on
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and soil. With pollution charge, a firm under the jurisdiction of

LLDA is expected to reduce emissions up to the point

where the marginal cost of additional abatement is
just equal to the charge. An example is the peso

charge per ton of Biochemical Oxygen Demand

(BOD) discharged or sulfur dioxide or carbon
dioxide emitted.

The refund-deposit system is a

surcharge on recyclable or reusable products.
It promotes changes in consumer behavior. An

example is when refund of deposit is made for

turning over a container like bottles to a store
or an approved recycling center.

Risk and liability schemes refer to an insurance

mechanism to cover the cost of environmental remediation or
economic and health damages resulting from a company’s

activities. It shifts the burden from society to the firm for potential

damage to the environment. An example is insurance mechanism
to cover the cost of habitat rehabilitation.

User fee on raw material is a fee or levy

affecting input costs. It promotes recycling or
enhanced resource efficiency in a process. An

example is a tax on water to encourage firms to

reduce water use and/or recycle water.

Creating a market for waste simply means providing for the purchase, sale, and

transfer of waste products. It promotes waste separation and use of waste products as a

raw material. An example is industrial waste exchange where organic waste is used for
fertilizer.

Financial incentives/subsidies refer to investment programs such as grants,

subsidized loans, loan guarantees, or tax incentives. It promotes investment in qualifying
pollution management equipment and/or services. An example is accelerated depreciation

of the cost of pollution control equipment.

Generally, MBIs provoke a range of responses from targeted firms and industries.
Because each firm operates within a unique set of parameters, different firms may select

different types of investments to achieve the same overall objective.
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1.2.2.3 Environmental Management System (EMS), Pollution Prevention/
Cleaner Production (P2/CP) and Environmental Cost Accounting
(ECA)

With the Geneva-based International Organization for Standardization (ISO) playing

a catalytic role in the development and promotion of ISO14000,  EMS adoption by business
is basically an initiative of the private sector to promote international trade. In this context,

and in view of such internal drivers as cost savings, improved production efficiency and, in

general,  business competitive advantage, voluntary implementation of  EMS and P2/CP by
industry is essentially a market influence. It is assumed that, in general, the market will

reward organizations implementing an EMS with greater market share and, as a

consequence, market pressure will encourage
others to adopt the same. For example, suppliers of

automotive parts with EMS will have competitive

advantage in supplying automotive manufacturers
demanding a certified EMS from its suppliers. This

is also known as Greening the Supply Chain, a

practice now common in Western Europe and other
advanced nations. Moreover, EMS implementation

in a process of continual improvement will prepare

organizations to meet present and future stringent
regulatory requirements and avoid potential costly

environmental litigations, fines and penalties. The

overall outcome should be that more organizations
will become more proactive in environmental

management, improving their environmental

performance and gaining business competitive
advantage.

With an EMS, an organization’s primary focus will be given to prevention and
conservation strategies with provision for a comprehensive pollution and resource

management program rather than mere compliance with waste disposal or government-

set environmental quality standards and requirements.

Cognizant of the usefulness of EMS and P2/CP in improving industry’s environmental

management and performance, P2/CP is now made a state policy in the Philippine Clean
Air Act and the Ecological Solid Waste Management Act. The Clean Air Act puts emphasis

on pollution prevention rather than pollution control. Its Implementing Rules and Regulations

(IRR) provide certain regulatory privileges, such as phased compliance and discount in
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fines or reduction in penalties to an establishment which will establish and maintain an

EMS, subject to certain conditions, including the submission of acceptable proofs of

implementation.

In brief, an effective EMS with P2/CP Program will help reduce waste at source,

improve environmental performance, enable an organization to comply with present and
future stringent environmental regulations, enhance overall productivity and, thus, save money

and increase profits. In this context, an ENVIRONMENTAL MANAGEMENT SYSTEM with

P2/CP can make GOOD BUSINESS SENSE.

From the perspective of industry, good business
sense is better understood in money figures. To convince

decision-makers that an environmental investment like  an

EMS with a P2/CP Program is not a mere cost center,
there is a need to incorporate environmental costs and

benefits in an organization’s cash flow estimation.

Environmental cost accounting is an innovative accounting
practice that seeks to help business identify and estimate

environmental cost information for a host of business

reporting and management decision-making functions.

This guidebook aims to provide the reader
a guide on how to install, implement and maintain

an EMS with P2/CP and ECA. Its principal targets

are the Small and Medium Enterprises (SMEs).
SMEs can make a big difference in the

environment because they comprise over 90% of

the total business establishments in the country.
Local Government Units (LGUs), academic

institutions and hospitals, among others, may also

find this guidebook a useful reference.


