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Foreword

I am pleased to submit my 1998 Report to the House of Commons. This Foreword is followed by “The
Commissioner’s Observations — 1998 and the Main Points from all of this year’s chapters. This volume also
contains eight chapters, bound separately:

1. Greening the Government of Canada - Strategies for Sustainable Development

Global Challenges

2. Working Globally — Canada’s International Environmental Commitments
3. Responding to Climate Change — Time to Rethink Canada’s Implementation Strategy
4. Canada’s Biodiversity Clock Is Ticking

Managing for Sustainable Development

5. Expanding Horizons — A Strategic Approach to Sustainable Development
6. Environmental Assessment — A Critical Tool for Sustainable Development
7. Counting the Environment In

8. Performance Measurement for Sustainable Development Strategies
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Greening the Government of Canada —
Strategies for Sustainable Development

Chapter 1 - Main Points

1.1 In 1995, legislation was enacted to help strengthen the federal government’s performance in protecting
the environment and promoting sustainable development. Through amendments to the Auditor General Act,
ministers were required to have sustainable development strategies prepared for their departments.

1.2 The sustainable development strategies were intended to help departments broaden their perspective on
what they do and how they do it — to more systematically take environmental, economic and social considerations
into account in their policies, programs and operations. The strategies were meant to help turn sustainable
development from words into action. The Commissioner of the Environment and Sustainable Development was
appointed to help parliamentarians assess them.

1.3 Preparation of a sustainable development strategy is a systematic process that:

® begins with an identification of what a department does and how it does it;
® assesses those activities in terms of their sustainable development impacts;
® seeks the views of clients, partners and other stakeholders on priorities;

® cstablishes goals, objectives and benchmarks for measuring progress;

® presents an action plan to translate those goals into concrete results; and

® concludes with an explanation of how the department will measure and report on its performance.

14 In our first review of the departmental sustainable development strategies, we found that most
departments prepared a strategy consistent with the majority of those basic requirements. For the first time,
therefore, we have a picture of how each government department currently views sustainable development and of
the actions each one intends to take to promote it. Moreover, strategy preparation has increased awareness of
sustainable development issues within those departments.

1.5 However, our review of the strategies revealed a number of weaknesses, two of them fundamental.



®  Almost all departments failed to establish the clear and measurable targets that are key to the
success or failure of the sustainable development strategy process. As a consequence, departments,
parliamentarians and the public lack the benchmarks they need to judge whether the strategies are
being successfully implemented, or to determine when corrective action may be required.

® Many strategies appear to represent less a commitment to change in order to promote sustainable
development than a restatement of the status quo. Those strategies tend to focus more on past
accomplishments than future directions. Less than one half identify specific policy, program,
legislative, regulatory or operational changes that would be made to implement the strategy.

1.6 The lack of benchmarks needs to be dealt with quickly. We believe that departments need to establish a
clear set of targets and present them to the House of Commons in the spring of 1999.

1.7 By 15 December 2000, departments are expected to present their second sustainable development
strategies. Building on the experience gained from the first round of strategy preparation, we will be looking for a
significant improvement in strategy quality in the second round. In particular, we expect departments to focus more
on what they will do differently to promote sustainable development.



Working Globally — Canada’s International
Environmental Commitments

Chapter 2 - Main Points

2.1 The quality of Canada’s environment is affected not only by what Canadians do at home but also by
activities outside Canada’s borders. Air pollution, the deterioration of the ozone layer, climate change, the depletion
of offshore fisheries resources and ocean pollution are all examples of environmental issues that cut across national
borders.

2.2 Countries have increasingly recognized this environmental interdependency and have responded by
developing a wide range of international environmental agreements. Canada has participated actively in negotiating
these agreements and needs to continue doing so in order to protect its national interests.

23 Canada has often played a key role in shaping the international environmental agenda, and is a party to a
significant number of international agreements dealing with environmental and sustainable development issues.
Canada devotes considerable time and effort to developing these agreements. For each agreement, there is a
timetable of international work and meetings, as well as a separate domestic process that Canada follows to prepare
its negotiating position.

24 In entering into these agreements, Canada has made commitments to the international community. Canada,
in turn, stands to benefit from the environmental commitments made by the international community.

2.5 A fundamental tenet of international law is that countries will act in good faith to carry out their
international obligations. In some cases, this means that they must translate these obligations into meaningful action
at home. In other cases, the commitments require countries to undertake co—operative efforts at an international level
with other parties to international agreements.

2.6 However, Canada does not systematically track the implementation of its international environmental
commitments. As a consequence, Canada does not have an overall picture of how good a job it is doing at meeting
the obligations it has undertaken: where it has been successful; what gaps remain; what lessons have been learned.
This lack of accessible information is a significant barrier to Parliament’s oversight of the implementation of
Canada’s current and future commitments in this area.

2.7 Having and using adequate information is key to effective management of our commitments. Working with
departments, this Office is constructing a publicly accessible data base of Canada’s international environmental
commitments in an effort to improve accountability by the government to Parliament for their implementation. We
will also continue in—depth analysis of the extent to which selected individual agreements are put into effect. We
expect, however, that Foreign Affairs and International Trade and Environment Canada will work with other
departments on a broader assessment of the extent to which Canada is living up to its obligations under these
agreements.



Responding to Climate Change — Time to
Rethink Canada’s Implementation Strategy

Chapter 3 - Main Points

3.1 Climate change is perhaps the most daunting of a new generation of environmental problems that are
testing governments around the world. Canada’s position is that some degree of climate change is inevitable. The
federal government has concluded that the threat of climate change is real and that the risks have to be managed. It
believes that the potential environmental, economic and human costs are simply too high not to take immediate,
precautionary action.

3.2 Responding to climate change falls into an area of shared jurisdiction and requires clear agreement on the
roles and responsibilities of all levels of government. It also requires that their efforts be integrated and involve
industry, non—governmental organizations and individual Canadians.

33 Since 1990, Canada has had a domestic policy commitment to stabilize its greenhouse gas emissions at
1990 levels by the year 2000. In 1995, the federal, provincial and territorial ministers of energy and the environment
approved the National Action Program on Climate Change (NAPCC) to provide strategic direction to achieve the
stabilization goal. However, by the federal government’s own assessment, instead of moving toward stabilization at
1990 levels, Canada’s greenhouse gas emissions are headed in the wrong direction.

34 In our opinion, the NAPCC has been inadequately implemented. Many of the key elements necessary to
manage the implementation of Canada’s response to climate change are missing or incomplete. For example, there is
no clear assignment of roles and responsibilities, no national communication program, no implementation plan,
limited provision for regular, results—based monitoring of progress and no consolidated summary—level reporting to
Parliament. Our audit identified several recommendations to address these concerns. These recommendations are
also relevant to meeting any new climate change commitments that Canada may set, and thus serve as lessons to be
learned for the future.

35 We believe that strong federal leadership is required in a number of areas to build upon the strategic
direction of the NAPCC. The federal government has a responsibility to lead the nation in developing a realistic,
broad—based and cost—effective response to climate change that minimizes any negative impact and maximizes any
positive impact on Canada’s economy. The implementation approach needs to be substantially rethought, with an
effective management structure put in place.



Canada’s Biodiversity Clock
Is Ticking

Chapter 4 - Main Points

4.1 Biodiversity is the variety of life on Earth. It includes all life forms and their associated biological systems.
The conservation and sustainable use of biodiversity is a highly complex issue. Attaining and promoting a better
understanding of biodiversity conservation requires a concerted and integrated effort on behalf of all jurisdictions,
sectors and interests in Canada.

4.2 Jurisdiction over environmental matters like biodiversity is shared between the federal and provincial
governments. Dialogue at relevant ministerial councils is necessary to ensure that biodiversity issues are addressed
across Canada. We were told that biodiversity needs to figure more prominently and frequently in the agendas of the
fisheries, forestry, agriculture, wildlife, parks and environment ministerial councils.

43 Canada was the first industrialized country to ratify the United Nations Convention on Biological Diversity.
Canada’s primary response to the Convention has been the development of the Canadian Biodiversity Strategy. The
Strategy is an important first step in providing a national framework for jurisdictional and sectoral planning and
reporting on biodiversity.

44 Canada has been slow to implement the Canadian Biodiversity Strategy and deadlines have been missed.
Federal implementation of the Strategy is still in its early stages as only two of eight federal biodiversity
implementation plans (modules) have been completed to date.

4.5 Completed modules do not contain time frames, resources to be allocated, expected results or performance
indicators. An overall federal implementation plan, incorporating these elements, is needed to achieve national goals
and to judge Canada’s performance on biodiversity against our international commitments.

4.6 Canada’s National Report to the Conference of the Parties to the Convention on Biological Diversity,
currently in draft form, recognizes many challenges associated with biodiversity and identifies activities that are
occurring in Canada. However, the Report is missing many elements, such as targets and time frames that are
needed to operationalize and fully implement the Canadian Biodiversity Strategy.

4.7 Future reporting at the international, federal and provincial levels needs to reflect progress against
predetermined measurable targets. This will allow for results—oriented reporting and a rigorous evaluation of
achievements to date.



Expanding Horizons —
A Strategic Approach to Sustainable
Development

Chapter 5 - Main Points

51 The pursuit of sustainable development can be understood as a journey. Guided by a need for better
decision making, this journey is an exploration of new ways of thinking and acting that emerge as we integrate
economic, environmental and social perspectives. This chapter presents a description of sustainable development
management, its stages and some key characteristics.

5.2 We studied a number of organizations noted for their progress toward sustainable development. In
responding to its challenges, these organizations illustrate a common approach to developing strategy.

53 In a number of ways, this approach differs from traditional strategy development. It requires a broader
perspective, which expands the time horizons, the field of contributors and the range of options considered in
decision making. It articulates a long—term vision of where the organization wants to go and clearly enunciates the
values and principles that will guide it on the way.

54 Effective sustainable development strategies also involve the application of sound management practices.
Education and communication build commitment and capability throughout the organization. Clear and measurable
objectives, goals and targets are identified to move the organization toward its vision. Processes and procedures are
monitored and reviewed to allow the organization to assess progress and make modifications where necessary.

55 In this chapter, we identify a number of tools common to the organizations we studied — tools that support
the organizations in their progress toward sustainable development. These tools include scenario building, the use of
collaborative and advisory structures, and a life cycle management approach to policies, products and operations.

5.6 The organizations we studied have realized many opportunities and benefits inherent in the pursuit of
sustainable development. Federal departments and agencies can learn from these and other examples as they develop
and implement their own sustainable development strategies.



Environmental Assessment - A Critical Tool for
Sustainable Development

Chapter 6 - Main Points

6.1 Environmental assessment is the examination of planned projects, programs, policies or activities to ensure
that potential impacts on the environment receive careful consideration before decisions are taken in connection with
them. It is a critically important planning tool, given the potential for serious and irreversible damage to the
environment from human activity.

6.2 Significant environmental consequences can be overlooked and environmental damage can occur as a result
of some of the deficiencies that we have noted in the conduct of screenings. Screenings account for more than 99
percent of the approximately 5,000 environmental assessments carried out each year under the Canadian
Environmental Assessment Act.

® Screenings may not consider all of the elements of a project or all of its potentially significant
environmental impacts.

® Monitoring of mitigation measures and follow—up of environmental results are insufficient.

6.3 There are significant deficiencies in the quality and usefulness of public information about federal
environmental assessment, particularly information on screenings. For example:

® Information in the federal environmental index is incomplete and difficult to use.

® A majority of the screening reports we examined did not provide sufficient information to determine if
all significant environmental effects had been considered.

6.4 Environmental assessment is an important tool for dealing with broad environmental and sustainable
development implications of policies and programs. Departments have been slow to implement environmental
assessment of programs and policies as required by a 1990 Cabinet directive.

6.5 The federal government is not gathering the information needed to let Canadians know whether or not
environmental assessment is achieving expected results.

6.6 Good practices identified during our audit provide a basis for improving the quality of environmental
assessment.



Counting the Environment In

Chapter 7 - Main Points

7.1 As government departments struggle with defining and implementing sustainable development, they need
reliable information on the potential environmental and social effects of their activities, the costs of environmental
management, and the potential benefits of alternative approaches.

7.2 Agriculture and Agri-Food Canada and other federal departments are taking proactive steps by
implementing Environmental Management Systems to reduce the potential environmental impacts of their
operations. Jointly with Agriculture and Agri—-Food Canada, we examined how combining financial and non—
financial data about their operations could improve environmental decisions and could be used for reporting
performance. Similar measures could be applied consistently across government by other custodial departments.

7.3 Agriculture and Agri—Food Canada has identified significant opportunities for cost reductions and
environmental benefits through implementation of pollution prevention and resource conservation programs,
particularly through energy savings. However, managers may be constrained from taking full advantage of these
opportunities by limited resources, perceived disincentives and lack of awareness of possible investments. These
constraints are shared by other departments.

7.4 A review of emerging practices in other organizations provides lessons about how to measure, report on
and improve environmental performance. Overall, the public sector has yet to catch up with some advanced private
sector organizations in tracking and reporting the environmental aspects of their operations, partly because of
differences in mandate and incentives. The Government of Canada has an opportunity to demonstrate leadership in
developing and using analytical tools for these purposes.

7.5 The Commissioner of the Environment and Sustainable Development is committed to a five—year project to
assist government departments in developing decision support tools for integrating environmental, social and
economic information. The first phase (this chapter) addresses how environmental information can be brought into
decisions about the federal government’s extensive operations. Subsequent phases will focus on implementation and
on developing decision support tools for policies and programs.



Performance Measurement for Sustainable
Development Strategies

Chapter 8 - Main Points

8.1 Through amendments to the Auditor General Act (1995), the federal government launched a new process
for building environmental and sustainable development considerations into the mandates of departments.
Establishing and using performance indicators — indicators of how well departments are doing in meeting their
objectives and implementing their action plans — is critical for the success of this government—wide effort.

8.2 The sustainable development strategies are intended to establish the sustainable development objectives
and action plans for each federal department subject to the Act. They are expected to be comprehensive, results—
oriented and developed in consultation with the department’s clients, partners and other stakeholders. Departments
have committed to reporting annually on their progress toward sustainable development in Part III of the Estimates.

8.3 This chapter summarizes our work on performance measurement for sustainable development strategies.
The purpose of this study is to advance the application of performance measurement to the management of
environmental and sustainable development issues in federal government departments by summarizing key concepts
and success factors and by describing the characteristics of good performance information. The study is also
intended to help parliamentarians set their expectations for the strategies tabled by departments last year, and for the
sustainable development aspects of departmental performance reports that will be issued annually. Parliamentarians
are the main clients for the strategies and performance reports. Their visible interest in and use of this information
will provide an important incentive for departments to make continual improvements to its quality.

84 Sustainable development involves the integration of social, economic and environmental considerations
into how an organization defines its objectives and conducts its business. Government organizations have typically
focussed on only one of these three dimensions — the one related to the public policy role for which each
organization was established. Sustainable development also implies extending the planning horizon, consistent with
considering the needs of both current and future generations. Federal government departments are now being
challenged to broaden their perspective on the implications of what they do in order to protect and promote the well—
being of both people and the environment that supports them.

8.5 There is no “master list” of generally applicable performance indicators for sustainable development.
Rather, the starting points for departments are an assessment of their sustainable development impacts in the context
of their existing public policy roles, and the goals they set to accentuate the positive aspects and mitigate the
negative aspects. However, it is important that government departments work together to develop and use common
indicators in areas where they are pursuing common objectives.

8.6 While the principles of sustainable development are relatively new, the principles of performance
measurement and managing for results are well established and apply equally to sustainable development objectives.
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The Commissioner’s Observations

Main Points

1. In June 1997, Canada joined more than 165 countries in a special session of the United Nations General
Assembly called to assess progress toward sustainable development since the 1992 Rio Earth Summit. Member
states concluded that overall trends are worse today than they were five years ago. Along with our global
neighbours, Canada committed to achieving greater measurable progress toward sustainable development during the
next five years.

2. For Canada, the stakes are high. Canada is intimately linked — both economically and ecologically — to
the rest of the world. The quality of our environment is affected not only by what Canadians do at home but also,
increasingly, by activities outside our borders.

3. Canada has made many commitments to the international community. We, in turn, benefit from the
commitments made by other nations. A fundamental tenet of international law is that countries will act in good faith
to translate their international obligations into meaningful action at home. In a number of areas Canada’s actions fall
short. For example:

*  Climate change is perhaps the most daunting of a new generation of environmental problems testing
governments around the world. It involves questions that go to the heart of how we live and how we
make our living. Like many countries, Canada has acknowledged that it will not meet its long—standing
promise to stabilize greenhouse gas emissions at 1990 levels by the year 2000.

* Canada was one of the first countries to ratify the 1992 Convention on Biological Diversity, but has
been slow off the mark in implementation. Five years later, an overall implementation plan — an
essential tool for co—ordinating efforts across federal, provincial and territorial governments — has not
been developed.

4. In these and other areas, the federal government is failing to meet its policy commitments because it is
paying too little attention to the management side of the sustainable development equation.

S. Innovative steps are being taken to deal with this government-wide problem. Amendments to the Auditor
General Act require departments to prepare strategies to turn the concept of sustainable development into concrete
action — in their policies, programs and day—to—day operations.

6. In our first review of these strategies, we found that most departments had done the majority of the things
they had been asked to do. For the first time, we have a picture of how each department views sustainable
development and the actions each intends to take to promote it.

7. However, most departments failed to set the clear targets that could be used internally, by Parliament and
by the public, to judge whether or not the strategy is being successfully implemented. And many strategies restate

the status quo rather than making new concrete commitments that will better protect our environment and promote
sustainable development.

8. The first environmental reports from major corporations, prepared less than a decade ago, had similar
weaknesses. But those same companies learned and improved. Our challenge in government is to do the



same. Just as “greening” business has proved to be good business, “greening” government will prove to be
good government.



Introduction

9. Canadians have been at the forefront of thinking on the interdependence of people and the natural
environment. We have achieved a high level of human development and have made progress toward a healthier
environment in a number of areas. But important challenges remain — a key challenge being how to turn thoughts
and words into concrete action.

10. In this, my second report to the House of Commons, I highlight the need for the federal government to pay
more attention to the management side of the sustainable development equation. My staff and I believe that
significant improvements can be made in protecting the environment and promoting sustainable development
through the application of sound management practices to these issues.

A Renewed Global Commitment to Sustainable Development

11. In 1992, Rio de Janeiro was the site of the United Nations Conference on Environment and Development,
more commonly known as the Earth Summit. The Summit’s goal was to develop a plan for dealing with
environment and development issues today and into the 21st century. More than 30,000 people attended, including
representatives from 179 nations. They had high hopes and high expectations.

12. The conference ended with 105 heads of state gathering together to demonstrate their commitment to
sustainable development — development in harmony with nature and the needs of both present and future
generations. The Earth Summit was the largest meeting of national leaders in history. Those leaders signed the
United Nations Framework Convention on Climate Change and the Convention on Biological Diversity, endorsed
the Rio Declaration and a set of Forest Principles, and adopted Agenda 21, a 300—page plan for achieving
sustainable development (see Exhibit 1).

Exhibit 1

The 1992 Rio Earth Summit: What Was Agreed?

Rio Declaration on Environment and Development. The Declaration states that nations have the right to exploit their own resources
pursuant to their own environmental and developmental policies, and the responsibility to ensure that activities within their jurisdiction
or control do not cause damage to the environment of other nations. Through 27 principles, the Declaration calls for, among other things,
equity between generations, co—operation among nations, public participation, use of the precautionary principle in decision making and
adoption of the “polluter pays” principle.

Agenda 21. Agenda 21 provides a blueprint for making development socially, economically and environmentally sustainable for the 21st
century. The 300—page document covers the social and economic dimensions of sustainable development, conservation and management
of resources, strengthening the role of major groups and means of implementation.

United Nations Framework Convention on Climate Change. The Convention establishes a framework and a process for agreeing to
specific actions to combat climate change. It sets an ultimate objective of stabilization of greenhouse gas concentrations in the
atmosphere at a level that would prevent dangerous human—induced interference with the climate system. That level should be achieved
within a time frame sufficient to allow ecosystems to adapt naturally to climate change, to ensure that food production is not threatened
and to enable economic development to proceed in a sustainable manner. Organization for Economic Co—operation and Development
countries as well as 12 “economies in transition” (Central and Eastern Europe and the former Soviet Union) would aim to return by the
year 2000 to the greenhouse gas emission levels they had in 1990.

The Convention on Biological Diversity. The purposes of the Convention are to conserve biological species, genetic resources, habitats
and ecosystems; to ensure the sustainable use of biological materials; and to provide for the fair and equitable sharing of benefits derived
from genetic resources. The Convention includes a requirement that countries adopt regulations to conserve their biological resources,




and provide funding, training and the transfer of technology to developing countries to help them implement the Convention.

Statement of Principles on Forests. The statement sets out non—binding principles for the management, conservation and sustainable
development of all types of forests. It indicates that forestry resources should be managed to meet the social, economic, ecological,
cultural and spiritual needs of present and future generations, those needs being not only for forest products but also for wildlife habitat,
recreation and so on.

Source: Based on information from the United Nations Department of Economic and Social Affairs

13. Five years later, in June 1997, Canada joined more than 165 countries in a special session of the United
Nations General Assembly called to assess progress since the Earth Summit, and to set future priorities.

14. In preparing for the session, United Nations staff examined progress across a broad range of sustainable
development issues (see Exhibit 1). At the conference, member countries acknowledged that some progress has been
made over the last five years. For example:

» growth in world population is slowing;
« food production is rising;
« the majority of people are living longer and healthier lives; and

+ environmental quality in some regions is improving.

Exhibit 2

Five Years After Rio: Where Do We Stand?

Global Sustainable Development Issues

Poverty: Gaps between rich and poor continue to grow, both within and between countries, attributed by some to the effects of
globalization. The poorest countries have become even more marginalized. Over 1.1 billion people - 20 percent of the world’s population
- live in absolute poverty, on the equivalent of less than one dollar a day.

Consumption/Production: Twenty percent of the world’s people continue to consume eighty percent of its resources. Some large
developing countries are moving rapidly toward higher—consumption lifestyles.

Population: Fertility rates are declining more rapidly than expected in most regions. Latest projections show many developing countries
will stabilize their population within the next generation or two. Some countries still face high population growth rates that strain natural
resources.

Forests: In spite of a recent downward trend, forest loss continues at an unacceptable rate. A total of 13.7 million hectares of forest -
roughly the size of Nepal - are cut or burned each year.

Fresh Water: One third of the world’s population lives in countries facing moderate to severe water stress; by 2025 that figure may
reach two thirds unless action is taken. One fifth of humanity lack access to safe water and half lack adequate sanitation.

Oceans: Marine pollution - about 80 percent of which is caused by land—based activities - threatens the health and livelihoods of the two
thirds of humanity living in coastal areas. Some 60 percent of global fish stocks are overfished or fully fished, requiring urgent action to
avoid depletion.

Climate: Global emissions of carbon dioxide and other greenhouse gases continue to rise. A 1995 report by a UN panel of scientists
stated that the balance of evidence suggests a “discernible human influence on the global climate”.

Energy: Fossil fuel use in industrialized countries is slowly stabilizing, but many polluting emissions are on the increase. Rapid growth
in fossil fuel use in many developing countries is leading to severe pollution. Global energy consumption is projected to more than
double by 2050. Over 2 billion people, mostly in rural areas in developing countries, do not have access to commercial energy services.




Land: World food production continues to rise, but over 800 million people still suffer from hunger and malnutrition. Use of pesticides
and poor farming methods have taken a heavy toll: 300 million hectares of farmland worldwide are now severely degraded and farming
has been abandoned. Another 1.2 billion hectares show moderate fertility loss. Desertification (degradation of drylands) affects one
quarter of the Earth’s land area - 3.6 billion hectares.

Toxics: Toxic chemicals and radioactive wastes continue to pose significant threats to human health and ecosystems. An estimated 3
million tons of toxic and hazardous waste crosses national borders each year.

Biodiversity: The current rate of species extinction and habitat loss is unprecedented. At a moderate estimate, 50,000 plant and animal
species are likely to be lost each year over the next decades.

Financing: Despite developed country pledges at the Earth Summit to increase aid for sustainable development, official development
assistance declined from an average 0.34 percent of donor country gross national product (GNP) in 1992 to 0.27 percent in 1995. The
UN target affirmed at Rio is 0.7 percent of GNP.

Technology Transfer: Developing countries urgently need greater access to environment—friendly technologies in order to develop
sustainably. Most green technologies are held by the private sector and access is market—driven.

International Institutions: Better co—ordination and collaboration are needed among the ever—growing number of policy—setting bodies
in the area of sustainable development. The ongoing financial crisis affecting many UN agencies and programs has left many hard
pressed to carry out both their original mandates and those stemming from Rio.

Participation: The Earth Summit identified nine “major groups” whose active involvement was needed to achieve sustainable
development: women; children and youth; indigenous people; non—governmental organizations; local officials such as mayors; workers
and trade unions; business and industry; scientists; and farmers.

Source: United Nations Department of Public Information - DPI/SD/1910 - June 1997

15. Nevertheless, countries expressed deep concern that the overall trends are worse today than they were in
1992. Some of the key indicators of unsustainable development they cited were:

« rising levels of greenhouse gas emissions, toxic pollution and solid waste;
- overuse of renewable resources, notably fresh water, forests, topsoil and fisheries; and

» the growing number of people living in poverty, and increasing gaps between rich and poor, both within and
among countries.

16. Member States committed themselves to ensure that the next comprehensive review in the year 2002 — ten
years after Rio — will demonstrate greater measurable progress in achieving sustainable development (see Exhibit
3). Canada was one of those States.

Exhibit 3

Resolution Adopted by the United Nations General Assembly: Programme for the Further Implementation of
Agenda 21

Statement of Commitment - 19 September 1997

1. At the nineteenth special session of the United Nations General Assembly, we - heads of State or Government and other heads of
delegations, together with our partners from international institutions and non—governmental organizations - have gathered to review
progress achieved over the five years that have passed since the United Nations Conference on Environment and Development and
to re—energize our commitment to further action on goals and objectives set out by the Earth Summit.

2. The United Nations Conference on Environment and Development was a landmark event. At that Conference, we launched a new




global partnership for sustainable development - a partnership that respects the indivisibility of environmental protection and the
development process. It is founded on a global consensus and political commitment at the highest level. Agenda 21, adopted at Rio
de Janeiro, addresses the pressing environment and development problems of today and also aims at preparing the world for the
challenges of the next century in order to attain the long—term goals of sustainable development.

Our focus at this special session has been to accelerate the implementation of Agenda 21 in a comprehensive manner and not to
renegotiate its provisions or to be selective in its implementation. We reaffirm that Agenda 21 remains the fundamental programme
of action for achieving sustainable development. We reaffirm all the principles contained in the Rio Declaration on Environment and
Development and the Forest Principles. We are convinced that the achievement of sustainable development requires the integration
of its economic, environmental and social components. We recommit to working together - in the spirit of global partnership - to
reinforce our joint efforts to meet equitably the needs of present and future generations.

We acknowledge that a number of positive results have been achieved, but we are deeply concerned that the overall trends with
respect to sustainable development are worse today than they were in 1992. We emphasize that the implementation of Agenda 21 in
a comprehensive manner remains vitally important and is more urgent now than ever.

Time is of the essence in meeting the challenges of sustainable development as set out in the Rio Declaration and Agenda 21. To this
end, we recommit ourselves to the global partnership established at the United Nations Conference on Environment and
Development and to the continuous dialogue and action inspired by the need to achieve a more efficient and equitable world
economy, as a means to provide a supportive international climate for achieving environment and development goals. We therefore
pledge to continue to work together, in good faith and in the spirit of partnership, to accelerate the implementation of Agenda 21. We
invite everyone throughout the world to join us in our common cause.

‘We commit ourselves to ensuring that the next comprehensive review of Agenda 21 in the year 2002 demonstrates greater
measurable progress in achieving sustainable development. The present Programme for the Further Implementation of Agenda 21 is
our vehicle for achieving that goal. We commit ourselves to fully implementing this Programme.

Source: United Nations Department of Economic and Social Affairs

Working Globally and at Home

17.

We have a great deal at stake. Canada is intimately linked — both economically and ecologically — to the

rest of the world. The quality of our environment is affected not only by what Canadians do at home but also,
increasingly, by activities outside our borders.

18.

Air and ocean currents carrying pollutants from other countries directly affect the health and well-being of

Canadians. Air pollution, the deterioration of the ozone layer, climate change and the depletion of offshore fisheries
are all examples of issues that cut across national borders.

19.

The Arctic provides a clear example of Canada’s vulnerability to the actions of our neighbours. For many

Canadians, the Arctic represents a pristine environment. Those who live there are finding that this is not the case.
Pollution travels thousands of kilometres from sources in Europe, Asia and North America. Environment Canada’s
State of Canada’s Environment report concludes that this long—range transport of contaminants is viewed
increasingly as the most significant threat to the environmental quality of the Arctic.

20.

Countries have recognized this growing global interdependency and have responded by developing a wide

range of international environmental agreements. In order to protect our national interests, Canada has been a key
force in shaping the international agenda.

21.

By entering into these agreements, Canada has made commitments to the international community. We, in

turn, benefit from the commitments made by other nations. A fundamental tenet of international law is that countries
will act in good faith to translate their international obligations into meaningful action at home.

22,

How well are we doing?




The Climate Change Challenge

23. While the Earth’s climate has fluctuated dramatically over the history of the planet, since the last ice age
10,000 years ago it has remained quite stable. Greenhouse gases that form naturally in our atmosphere — mainly
water vapour, carbon dioxide and methane — have kept the earth about 33 degrees warmer than it would otherwise
have been, and thus able to sustain life on Earth.

24. But many scientists have concluded that over the last two centuries — since the beginning of the Industrial
Revolution — human actions such as deforestation and burning coal, oil and natural gas have increased the amount
of greenhouse gases in the atmosphere and made the climate warmer. This has the potential to change our climate —
to cause more heat waves, rainstorms and floods and longer dry spells.

25. Climate change is perhaps the most daunting of a new generation of sustainable development problems that
are testing governments around the world. It involves questions of how energy is produced and consumed that go to
the heart of how Canadians live and make their living. This economic dimension, coupled with the complexities and
uncertainties relating to the science of climate change, provide ample room for vigorous debate about how Canada
should respond to this threat.

26. Since 1990, Canada has had a domestic commitment to stabilize greenhouse gas emissions at 1990 levels
by the year 2000. The 1995 National Action Program on Climate Change is the key program through which federal,
provincial and territorial energy and environment ministers have agreed to work together to achieve Canada’s
stabilization goal. However, by the federal government’s own assessment, instead of moving toward stabilization
Canada’s greenhouse gas emissions are headed in the wrong direction.

27. In my view, implementation of the National Action Program has not been well managed. There is no clear
assignment of roles and responsibilities, no national public awareness and education program and no implementation
plan.

28. Canada is not alone in falling short of its objectives. Although 166 countries ratified the United Nations
Framework Convention on Climate Change signed in Rio, only a few are expected to meet the current voluntary
target of reducing greenhouse gas emissions to 1990 levels by 2000. The goal of the December 1997 Kyoto
Conference was to accelerate the pace of international action under the Convention (see Exhibit 4). For Canada, the
Parties set a reduction target of six percent below 1990 levels by 2008-2012. Management failures associated with
the current National Action Program must be rectified if we are to meet our Kyoto targets.

Exhibit 4

The Kyoto Conference on Climate Change

At Kyoto, countries reached agreement on a legally binding Protocol under which industrialized countries will reduce their collective
emissions of greenhouse gases by 5.2% by 2008-12, calculated as an average over those five years. The United Nations estimates that,
compared with the emissions levels that would be expected by 2010 without additional action, the Protocol target represents a 30% cut.

The 5.2% reduction includes different targets for different countries.

e  Switzerland and many Central and East European states will reduce their emissions by 8%. The European Union will achieve the
same 8% target by distributing differing reduction rates to its member states.

e  The United States will reduce emissions by 7%.

e  Canada, Hungary, Japan, and Poland set a 6% target.

. Russia, New Zealand, and Ukraine are to stabilize their emissions.

e Norway may increase emissions by up to 1%, Australia by up to 8%, and Iceland by 10%.

e  The agreement grants countries a certain degree of flexibility in how they make and measure their emissions reductions. In




particular:

e  a‘“clean development mechanism” will enable industrialized countries to finance emissions—reduction projects in developing
countries and receive credit for doing so;

e  an international “emissions trading” regime will be established allowing industrialized countries to buy and sell excess emissions
credits among themselves; and

° in addition to reductions from various industrial and economic sectors, carbon dioxide emissions from deforestation and carbon
dioxide reductions resulting from newly planted trees (which act as carbon “sinks” by absorbing carbon dioxide from the
atmosphere) will also be factored into the equation.

The operational details for these schemes must still be elaborated.

The Protocol will be opened for signature for one year from 16 March 1998. It will enter into force after it has been ratified by at least 55
countries representing 55% of the total 1990 emissions from developed countries.

Source: Based on information from the United Nations Information Centre

Our Biodiversity Clock Is Ticking

29. Biological diversity — or biodiversity — refers to the enormous variety of plant and animal life present in
the natural environment. The loss of biological diversity endangers the balance of nature that supports life, and
deprives humanity of substances needed to produce new medicines, crop varieties and other products.

30. The Canadian Biodiversity Strategy was developed to meet Canada’s commitments under the 1992
Convention on Biological Diversity. Canada was one of the first countries to ratify the Convention, but has been
slow off the mark in its implementation. Five years later, an overall implementation plan — an essential tool for co—
ordinating efforts across federal, provincial and territorial governments — has not been developed.

From Hazardous Waste to the Atlantic and Pacific Fisheries

31. In my 1997 Report to the House of Commons, based on a decade of work by the Auditor General, I
identified three key weaknesses in the federal government’s management of environmental and sustainable
development issues:

+ the gap between commitments and concrete action;

+ alack of co—ordination among departments and across jurisdictions; and

+ inadequate review of performance and provision of information to Parliament.
32. In addition to the work presented in this Report, over the last year the Auditor General has examined a
range of other environmental and sustainable development issues (see Appendix A). Those reports reinforce the

theme that the federal government needs to pay more attention to the management side of the sustainable
development equation.

33. Part of the problem is that important information for decision making is absent or incomplete. For example:

+  We do not know the extent to which Canada is living up to its international obligations to prevent illegal traffic
of hazardous waste at the border.




+  We do not know the contribution that the set of energy efficiency initiatives now in place is making, or could
make, to achieving Canada’s goal for stabilization of greenhouse gas emissions.

+  We do not know the full extent of environmental liabilities of the Government of Canada, and the government
has not recognized those liabilities in its financial statements because of uncertainties in defining and estimating
them.

+  We do not know the impact of habitat loss on the Pacific Coast salmon resource.

34. Sometimes clear direction is not established. For example, the Business Plan for the Prairie Farm
Rehabilitation Administration does not define clear strategic direction for current and emerging land and water
issues that impede rehabilitation of the agricultural Prairie landscape. It does not identify what is to be achieved in
which locations, and over what period of time.

35. And sometimes direction may be clear, but implementation falls victim to competing objectives. For
example, after spending over $3 billion of new and reallocated funds to support the groundfish industry, including
$1.9 billion under The Atlantic Groundfish Strategy, the problems in the industry remain. Another means of
addressing the social and cultural issues of coastal communities has to be found.

36. But those challenges can be overcome. We can do better. For example, Canada has met and in some cases
exceeded its obligations under the Montreal Protocol on Substances That Deplete the Ozone Layer. Canadian
achievements also compare favourably with those of other countries, in both influencing and implementing the
international agenda.

A New Tool for Greening the Government of Canada —
Strategies for Sustainable Development

37. Concern about the federal government’s performance in managing issues like these led to the creation in
1995 of a new set of tools to help it move along the sustainable development path. Through amendments to the
Auditor General Act, departments were required to prepare strategies and action plans to promote sustainable
development.

38. I have high expectations for these strategies. The federal government has a tremendous influence on
Canada’s environmental and sustainable development prospects. It is the largest single enterprise in Canada, it
shares responsibility for establishing the legal framework that affects the way we use the environment, and it
provides a range of services and programs that contribute to the social, economic and environmental well-being of
Canadians.

39. Twenty—eight departments and agencies have now prepared sustainable development strategies and tabled
them in the House of Commons — 24 departments that were required by legislation to prepare them, and four other
federal organizations that prepared them voluntarily. As Commissioner of the Environment and Sustainable
Development, an important part of my job is to assess those strategies, and report my findings to the House of
Commons.

40. Through their sustainable development strategies, all departments are being challenged to take
environmental, economic and social considerations into account more systematically across the board — in their
policies, their programs and their day—to—day operations. Exhibit 5 summarizes current departmental objectives, and
the themes of six key sustainable development strategies.



Exhibit 5

Six Key Sustainable Development Strategies

Department

Departmental Objective

Sustainable Development Strategy
Themes

Environment Canada

To make sustainable development a reality
in Canada by helping present and future
generations of Canadians live and prosper
in an environment that needs to be
respected, protected and conserved.

¢ To strengthen Environment Canada’s
ability to meet sustainable development
goals.

¢ To be a more effective advocate of
sustainable development.

¢ To give Canadians the tools they need to
make sound decisions in a changing
environment.

e To set a good example in the greening of
government operations.

Department of Finance

Appropriate policies and sound advice with
respect to economic, social and financial
conditions and to the government’s agenda;
responsible administration of international
financial obligations and subscriptions;
economical financing of domestic coinage
costs; responsible financing of special
projects; effective and efficient corporate
administration.

e Integrating the economy and the
environment.

¢ Building the future.

e Participating in the global economy.

¢ Greening operations.

Foreign Affairs and International
Trade

To act for all Canadians to enhance
prosperity, employment and security and
work toward a peaceful world by the
promotion of Canadian culture and values.

e Economic growth and prosperity.
¢ Building peace and security.

o Canadian values and culture.

¢ Greening operations.

Industry Canada

To promote international competitiveness
and excellence in industry, science and
technology in all parts of Canada, to
promote regional economic development in
Ontario, to assist Aboriginal people to
realize their economic potential, to promote
fair and efficient operation of the
marketplace in Canada, and to establish the
rules of the marketplace and ensure that
they are effectively implemented and
enforced.

¢ Foster a marketplace climate in Canada
that promotes sustainable development.

¢ Enhance the ability of Canadian firms to
develop and use innovative technologies
and tools that contribute to sustainable
development.

e Encourage trade and investment flows
that contribute to sustainable
development in Canada and abroad.

¢ Continue to improve the capacity of
Industry Canada to manage and deliver
departmental policies, programs and
operations that contribute to sustainable
development.

Natural Resources
Canada

To advance the development of Canada’s
economy by providing expert scientific and
economic knowledge to Canadians, and by
promoting the sustainable development and
use of Canada’s natural resources and the
competitiveness of the energy, forest,
minerals and metals and geomatics
industries.

e Making better decisions.

¢ Enhancing long—term social and
economic benefits.

¢ Maintaining a healthy and safe
environment.

¢ Putting our own house in order.




Department

Departmental Objective

Sustainable Development Strategy
Themes

Public Works and Government Services
Canada

To provide the best value for taxpayers’
dollars in common and central services

To apply sound environmental principles
to Public Works and Government

Services’ common service business lines
and internal operations.

To support sustainable development
through continuous improvement in:

- procurement;

- fleet management;

- waste management;

- water conservation;

- energy efficiency; and

- land use management.

delivered to departments, agencies and
other clients with due regard for the
important government values of prudence,
probity and transparency.

Source: Departmental objectives are taken from the 1998-99 Estimates;
Sustainable Development Strategy themes are taken from departmental strategies.

41. In our first review of departmental strategies, we asked a simple question: “Did departments do what they
were asked to do?” We found that most departments had done most of what they had been asked to do. They
described their current mandates and activities, consulted stakeholders and established goals and objectives.

42, For the first time, we have a picture of how each department views sustainable development and the actions
each department plans to take to promote it. Preparing their strategies has also raised awareness of sustainable
development issues within departments.

43. However, our review also revealed weaknesses in the strategies, two of them fundamental:

+ Almost all departments failed to set clear targets that they, parliamentarians and the public could use to judge
whether or not the strategy is being successfully implemented.

+ Many of the strategies appear to be more a restatement of the status quo than a commitment to change to better
protect our environment and promote sustainable development.

44. I believe that the first weakness needs to be dealt with expeditiously. The Auditor General has often
remarked that good information is critical for accountability, whether parliamentarians are voting on annual
spending, reviewing future years’ priorities and plans or scrutinizing past performance. As voters, individual
Canadians also need good information to hold government to account. Departments need good information to judge
whether their strategies are working and when corrective action may be required. And I need good information in
order to meet my responsibilities to Parliament to assess and report on departmental progress.

4s. The second weakness — that departmental strategies tended to focus more on past accomplishments and
the status quo rather than on change and future directions — will need to be dealt with over time. The strategies will
be updated by December 2000 — I will be expecting departments to place more emphasis on what they will do
differently to promote sustainable development. And I am confident that there will be a significant improvement in
the quality of the next round of strategies.

Learning from Others, and from Each Other

46. Sustainable development has often been described as a learning process. The federal government’s A Guide
to Green Government notes:




Sustainable development will not be achieved through a one—time effort. A step—by—step approach based on
continuous, incremental improvement is required to make measurable progress.

47. I agree. Public sector organizations are not the only ones struggling with how best to build environmental
and sustainable development considerations into the way they do business. In the private sector, there has been a
significant change over time in thinking about the relationship between a business’s shareholder value and the
environment. The federal government can learn from the experience of leading private sector organizations.

48. In his 1997 article in the Harvard Business Review — “Beyond Greening: Strategies for a Sustainable
World” — Professor Stuart Hart put it this way:

Whereas yesterday’s businesses were often oblivious to their negative impact on the environment and today’s
businesses strive for zero impact, tomorrow’s businesses must learn to make a positive impact.

Governments face the same challenge

49. In response to pressure from regulators, customers, suppliers, environmental groups, and the public at large,
corporate managers are putting in place the tools to help them reduce their environmental impact and resource
consumption. Trends in corporate environmental reporting and the establishment of environmental management
systems are important indicators of the changes under way in the private sector.

50. Exhibit 5 illustrates the evolution of corporate environmental and sustainable development reporting. The
quantity and quality of the underlying analysis and information provided tends to improve as organizations move
along the continuum from “green glossies” to sustainable development reports.

Exhibit 5 is not available, see the Report

51. Like some of the first sustainable development strategies, initial corporate reports tended to focus narrowly
on the positive aspects of the organization’s environmental performance. But as organizations gained experience and
worked with a management system that supported their strategies, the reports provided broader and deeper coverage
of the issues facing the organizations and the way they were dealing with those issues.

52. International surveys of corporate environmental reporting done for the United Nations Environment
Programme by SustainAbility Ltd. show major improvements in the quality of reporting over time. According to
SustainAbility Ltd., today the best corporate reports:

+ cover all three dimensions of sustainable development — economic, social and environmental;
+ highlight the key issues directly linked to the company’s core business, and priorities in dealing with them; and
« present performance indicators with targets that are specific, measurable, attainable and verified.

53. Those are the same characteristics we hope to find in a sustainable development strategy prepared by a
federal government department. Today, most fall short of those high standards. By 2000, I expect departments to
have narrowed that gap considerably.



54. Closing the gap will require departments to work together and to learn from each other. There is a steep
learning curve associated with preparing and implementing sustainable development strategies, and departments are
at different stages along it. They can benefit from sharing experiences, and by co—operating to solve common

problems.

5S. Throughout the sustainable development strategy process, Environment Canada has taken the lead in
establishing a range of mechanisms to promote the sharing of information and experiences among departments. The
28 sustainable development strategies illustrate the range of common interests and common challenges.

Next Steps: Our Work Plan

56. My staff and I have an important contribution to make to this process of “learning and improving”. In my
first report, I identified four objectives to guide our work over the coming years:

+ To provide objective, independent analysis and recommendations to members of Parliament to help them
examine the government’s environmental and sustainable development activities and hold it to account.

+ To work with federal departments and agencies to help strengthen their capacity to manage environmental and
sustainable development issues by promoting the adoption of best management practices.

+ To address both environmental protection and sustainable development, by emphasizing better decision
making within the federal government. In the shorter term, particular attention will be paid to the federal
government’s efforts to protect the environment.

» To continue to focus on key weaknesses in the federal government’s management of sustainable development
issues identified in previous work by the Office of the Auditor General, and on the success or failure of departments
in dealing with them. These weaknesses include the implementation gap; a lack of co—ordination and integration
among departments and across jurisdictions; and inadequate performance review and information to Parliament.

57. Those objectives remain valid. However, while the initial focus of our work has been on the federal
government’s efforts to protect the environment, it is time to broaden our perspective to include both the economic
and the social dimensions of sustainable development.

58. Exhibit 7 summarizes the main elements of our work plan for the next two years.

Exhibit 7

Environment and Sustainable Development Issues: Our Work Plan

Task

In 1998-1999

In 1999-2000

Departmental sustainable development
strategies

Conduct audits of:
¢ Sustainable Development Strategy
Consultations Process

e First-Year Strategy Implementation

Conduct studies of:

e The Social, Economic and
Environmental Dimensions of
Sustainable Development

Issue a report on the Commissioner’s
expectations for strategy updates
Conduct audits of:

e Second-Year Strategy Implementation
e Interdepartmental Co—ordination

Integrating the fourth “E” across the Office
of the Auditor General
(Has money been spent with due regard to

Conduct audits of:
e Management of Toxic Substances
o Effectiveness of Bilateral Environmental

Conduct audits of:
e Management of Hazardous Waste at
National Defence




Task

In 1998-1999

In 1999-2000

economy, efficiency, effectiveness and
environmental effects of those
expenditures?)

Agreements

e International Commitments and the
Arctic

e Managing Atlantic Shellfish in a
Sustainable Manner

e Progress on the Science and Technology
Strategy

¢ National Energy Board

Follow up previous audits of:

e Environmental Stewardship

¢ Contaminated Sites: Costs and Liabilities

Implement sustainable development

strategy for the Office of the Auditor

General

o Pacific Salmon - Sustainability of the
Fisheries

o Level Playing Field in Energy Sources

¢ Environmental Industries Strategy

Follow up previous audits of:

¢ Transboundary Movement of Hazardous
Waste

e Ozone Layer Protection

¢ Federal Radioactive Waste Management

Special studies

Conduct studies of:

e Managing for Sustainable Development

¢ Phase 2 of Accounting for Sustainable
Development

1999-2000 studies program to be
determined

Petitions

Monitor on behalf of the Auditor General

Monitor on behalf of the Auditor General

Review of sustainable development strategies

59. As I have indicated, 28 federal government departments and agencies prepared their first sustainable

development strategies and tabled them in the House of Commons. Over the next two years, departments face three
main challenges:

1. Implementing their strategies. Departments have established their objectives and identified the actions they
need to take in order to meet them. We will report on the extent to which departments did what they said they
would do.

2. [Establishing clear and measurable targets. We have recommended that departments establish a clear set of
benchmarks to judge whether the strategies are being successfully implemented, and present them to the House
of Commons in the spring of 1999. I know this will be a challenge for departments. We will assist them in the
development of key indicators, and will monitor and report performance against them.

3. Preparing for the strategy update. Departments are required to update their strategies at least every three
years, with the first update due by December 2000. Before then, I will issue a special report setting out my
expectations for the strategy update. That report will present the criteria my staff and I will use to assess the
updated strategies.

60. Over the next year, we will also look at two important sustainable development strategy issues.

« The consultation process. As part of strategy preparations, departments were asked to obtain the perspectives
of clients, partners and stakeholders on departmental priorities for sustainable development and how to achieve
them. We will examine the processes departments used, and compare them with established practices, departmental
expectations and the expectations of clients.

+ The social, economic and environmental dimensions of sustainable development. The strategies provide a
picture of how each department currently views sustainable development and the actions each will take to promote



it. In our initial assessment of the strategies, we noted that they focussed more on economic and environmental
issues than on the social dimension. We will present a more complete assessment of this issue.

Integrating the fourth “E” into the work of the Office

61. The Auditor General’s own sustainable development strategy indicates how the Office will incorporate
environment and sustainable development into our audit work, into the management of our day—to—day operations
and into our human resources practices. The Office’s objective is to make sustainable development integral to what
we do and how we do it.

62. Consistent with that commitment, over the last year the Auditor General conducted a range of audits of
issues with an important environmental and sustainable development component (see Appendix A). Over the next
year, we will be looking at other issues, including:

+  Management of toxic substances. The audit will focus on the policy and regulatory management of toxic
substances by federal departments, including Environment Canada and Health Canada. Specifically, we will
examine how federal departments identify and prioritize substances of potential concern, whether federal programs
for managing toxic substances are leading to sustainable risk management decisions, and whether there is sufficient
capacity to make science—based decisions.

+ Effectiveness of bilateral environmental agreements. We will focus on the effectiveness of the bilateral
environmental agreements between the federal and provincial governments, such as those under the Canadian
Environmental Protection Act and the Fisheries Act.

+ International commitments and the Arctic. Last year we began an ongoing work program to assess how
Canada is doing at meeting its international environmental commitments (see Chapter 2, Working Globally —
Canada’s International Environmental Commitments). This year, we will examine the transboundary issues and
regime of international agreements affecting Canada’s north.

+ Managing Atlantic shellfish in a sustainable manner. This audit will examine the Department of Fisheries
and Oceans management practices in the Atlantic shellfish industry. We will examine whether those practices
contribute to a biologically sustainable resource and the sustainable use of the resource. We will also examine how
the Department shares responsibility with industry and manages activities designed to fulfil the Department’s
strategy of making fisheries economically viable over time.

+ Progress on the Science and Technology Strategy. As part of the continuing review of the federal Science
and Technology Strategy, we will examine whether the management of climate change science reflects the principal
commitments of the strategy.

+ National Energy Board. The National Energy Board is responsible for ensuring environmental protection
during the planning, construction, operation, maintenance and abandonment of interprovincial and international
pipelines and power lines. Our audit will include observations on some aspects of the National Energy Board’s
responsibility as it relates to environmental matters.

63. We will also be following up on previous work on environmental stewardship and contaminated sites to
determine how departments have responded to our recommendations.



Studies of special interest to Parliament

64. Through special studies, we are able to step outside an audit framework and work directly with departments
to help them strengthen their capacity to manage environmental and sustainable development issues. Over the next
year, we will be conducting studies in two areas.

+ Managing for sustainable development. Chapter 5, Expanding Horizons - A Strategic Approach to
Sustainable Development, examines the management approaches of organizations recognized for their progress
toward sustainable development. We found that effective strategies involve the application of sound management
practices, but that non—traditional techniques were also being applied. Over the next year, we will continue to
identify opportunities for strengthening strategy development and implementation capacity within the federal
government.

+ Accounting for sustainable development. Chapter 7, Counting the Environment In, describes the evolving
accounting and reporting needs of organizations. Next year, we will investigate emerging practices for integrating
environmental and social considerations into program and policy decisions. We will also work with departments on
the development of measures of the Government of Canada’s environmental performance in the following areas:
green procurement; waste management; water usage; energy use in federal buildings; the operation of motor vehicle
fleets; and land use management.

Involving Canadians: The Petition Process

The petition process

65. The 1995 amendments to the Auditor General Act also created a petition process. The process provides
Canadians with a vehicle to register their concerns about specific environmental and sustainable development issues
that fall within the responsibility of the federal government, and to obtain a response to those concerns.

66. Under the process, a Canadian resident can send a written petition to the Auditor General. The petition is
then sent to the appropriate federal minister for response. The minister has 120 days to respond to the petitioner.

Status of petitions received

67. As of 31 March 1998, 10 petitions had been received and sent to ministers for response. The petitions
covered a number of issues, including environmental assessment, ozone depletion, the Multilateral Agreement on
Investment and the Canada—wide Accord on Environmental Harmonization. Both individuals and organizations
submitted petitions. Appendix C provides information on the nature and status of petitions received.

68. All but one of the petitions were responded to within the required time period. The response to the petition
concerning the Canada Infrastructure Works Program was three months late. Two other petitions, received toward
the end of the fiscal year, are pending.

Next steps

69. I intend to ensure that the petition process is both accessible to Canadians and responsive to their needs.
Over the next year, I plan to survey both petitioners and departments concerning their satisfaction with the process
and their suggestions for improving it.



70. Everyone has a role to play in helping to move Canada along the sustainable development path. The
petition process is one way Canadians can make their views known to the federal government. I encourage
Canadians to make use of it.

Conclusion

71. Organizations in both the private and public sectors are under increased pressure to improve their
environmental performance and to contribute to sustainable development. That pressure has come from a wide range
of sources — employees, investors, customers, communities, environmental groups, governments — and from the
public at large.

72. In the private sector, as organizations have responded to the pressure to improve their environmental
performance, they have begun to re—examine their operational processes and the products and services they provide.
Many have discovered that a well-formulated environmental or sustainable development strategy can lead to a
number of advantages for the organization — better quality, reduced costs, improved image and relations with
stakeholders. For those companies, environmental protection has shifted from a cost of doing business to a strategic
opportunity.

73. Our challenge is to help government agencies make the same transition — both in their thinking and in
their actions. This is not a challenge of policy alone or of management alone. It is a challenge of both — good policy
supported by effective management. But it does mean paying more attention to the management side of the
sustainable development equation. Just as “greening” business is proving to be good business, I believe “greening”
government will prove to be good government.



Appendix A

Environmental and Sustainable Development Work
by the Office of the Auditor General, 1997

Reference

Key Conclusions

Control of the Transboundary
Movement of Hazardous Waste
April 1997, Chapter 4

As a result of the significant gaps in the areas of prevention, detection and enforcement and the
limited facilities to physically control exports of hazardous waste at the border, Canada is not in a
position to know the extent to which it is living up to its international obligations with regard to
preventing illegal traffic at the border. (para. 4.107)

Natural Resources Canada - Energy
Efficiency
April 1997, Chapter 10

Improving energy efficiency is a key element in enabling the federal government to achieve its
commitment to stabilize greenhouse gas emissions at 1990 levels by the year 2000. Information is
not available on the contribution that is being made, or that could be made, to Canada’s
stabilization goal by the set of energy efficiency initiatives. (para. 10.96, 97)

Observations by the Auditor General on
the Financial Statements of the
Government of Canada

Accounting for Environmental
Liabilities and Contingencies

October 2, 1997

Public Accounts of Canada, 1997
Volume 1

Environmental liabilities of the government are likely quite significant. However, the government
has not recognized such liabilities in its financial statements because of uncertainties in defining
and estimating them. I continue to hold the view that steps can and should be taken now to
provide a more complete picture of environmental liabilities and costs in the financial statements.
Since 1994-95, the government has reported potential environmental liabilities of $2.8 billion (an
incomplete estimate) in the note to the financial statements. (page 1.28)

Atlantic Groundfish Fisheries
October 1997, Chapters 14, 15 and 16

After spending over $3 billion of new and reallocated funds to support the industry, including
$1.9 billion under The Atlantic Groundfish Strategy, the problems in the groundfish industry
remain. The fisheries management practices need to be improved to ensure the sustainability of
the resource base; dependency continues on the fishery to provide access to federal income
support programs; and few employment alternatives exist for people in coastal communities. The
problem is compounded by the fact that the majority of the people in these communities have
education levels that limit alternative choices of employment. (para. 14.95)

Agriculture: Prairie Farm
Rehabilitation Administration
December 1997, Chapter 24

We found that the 1997-98 PFRA Business Plan is deficient in many key areas. It does not define
clear strategic direction for current and emerging land and water issues that impede rehabilitation
of the agricultural Prairie landscape. It does not identify what is to be achieved in which locations,
and over what period of time. Nor does the Plan indicate how funds and resources will be
allocated to achieve the strategic objectives in view of increasing and divergent demands. (para.
24.18)

Environment Canada: Ozone Depletion
December 1997, Chapter 27

Canada, through the leadership of Environment Canada and in collaboration with other federal
departments, provincial governments, industry and other stakeholders, has met and in some cases
exceeded its obligations under the Montreal Protocol. Canadian achievements compare
favourably with those of other countries, in both influencing and implementing the international
agenda. Canada has also made substantial progress on its domestic policy commitments. (para.
27.131)

Fisheries and Oceans: Pacific Salmon
Management: The Sustainability of the
Resource Base

December 1997, Chapter 28

Canada’s ability to sustain the Pacific salmon resource at the present level and diversity is
questionable given the various factors influencing salmon survival, many of which are beyond its
control. While Fisheries and Oceans has built up major salmon stocks, others are declining and
many are considered threatened. There is evidence that habitat loss is contributing to these
declines. However, no overall status report on salmon habitat is available to assess the impact of
habitat loss on the resource. (para. 28.1)




Appendix A (cont’d)

Reference

Key Conclusions

Follow—up to Earlier Audits
December 1997, Chapter 35:

Emergency Preparedness in the Federal
Government - Accidents Involving Oil
and Chemicals - 1992, Chapter 24

Environment Canada - Managing the
Legacy of Hazardous Wastes - 1995,
Chapter 2

Federal Radioactive Waste
Management - 1995, Chapter 3

Five years after we noted our concerns, much remains to be done to ensure that Canada is
prepared for major oil and chemical spills emergencies. (para. 35.2)

Parliament continues to need adequate information on the risks and clean—up costs of federal
contaminated sites. While some progress has been made, environmental liabilities are likely quite
substantial and could materially affect the government’s reported financial condition. (para. 35.2)

Natural Resources Canada has taken steps in the right direction, such as the development of a
policy framework for radioactive waste. However, much remains to be done to find long—term
solutions for Canada’s nuclear fuel waste, low—level radioactive wastes and uranium mine and
mill tailings. (para. 35.1)

Office of the Auditor General:
Sustainable Development Strategy
December 1997, Chapter 37

The main influence that our sustainable development strategy will have on the Office will be that
we will approach our audit work in a more integrated and comprehensive manner. (para. 37.68)




Appendix B

How to Access Departmental Sustainable Development Strategies

Electronically, through the Internet

Most departments have placed their sustainable development strategies on the Internet. Through the Auditor General
of Canada’s Internet site, we have established links to the departmental strategies.

To obtain access to them:
Go to: http://www.oag-bvg.gc.ca
Click on: The Commissioner of the Environment and Sustainable Development
Click on: Sustainable Development Strategies

Click on: the department of your choice

In printed form, through the departments

Printed versions of the sustainable development strategies are available from each department’s communications
group.

To obtain a copy:

Call Reference Canada at 1-800-667-3355 and ask for the telephone number for the communications group
of the department of your choice.

Call that number and ask for a copy of the department’s sustainable development strategy.



Appendix C

Summary of Petitions Received

construction of a hydro line
from Golden to Field, British
Columbia was carried out in
violation of federal regulations
and policies.

Subject of Petition Petitioner Federal Date of Petition | Date Response Response
Department Received

1. Environmental Assessment. The Ecoforestry | Atlantic Canada | October 2, 1996 | February 7, 1997 | The Minister indicated that the
The petitioner raises several School in the | Opportunities Agency followed up on ensuring
concerns about the findings and | Maritimes Agency that the project proponent
proposed mitigation measures in understood the need to take
the environmental assessment mitigation measures, and
g:sr;f:;n}fifgiog(j?rgoﬁrséhe withheld funds to ensure that
under the Canada/Nova Scotia environme ntal undertakings

were carried out.
Infrastructure Works Program.

2. Transportation Policy. The Rail Ways to Transport March 6, 1997 | July 3, 1997 The Minister responded that the
petitioner requests the the Future Canada federal government is moving
government to devise a master | Committee toward economic deregulation
plan for transportation to ensure and commercialization of
the sustainability of Canada’s facilities such as ports, airports
transportation system. and air navigation services. A

master plan would be
inconsistent with this approach.

3. Canada Infrastructure Works | Transport 2000 | Treasury Board | March 9, 1997 | October 24, The Minister indicated that the
Program. The petitioner raised | Ontario Inc. Secretariat 1997 roads and highways component
concerns regarding the of the program represented
environmental impacts of the 28.1% of Phase 1 funding and
road construction and upgrading that the vast majority of the
component of the Canada work involved repair of existing
Infrastructure Works Program. . : .

roadways, often in conjunction
with water and sewer
rehabilitation projects. Part of
Phase 2 funding went to public
transit projects. Infrastructure
projects under the program are
subject to environmental reviews
under the Canadian
Environmental Assessment Act
to ensure that principles of
sustainable development are
respected.

4. Environmental Assessment. Mr. Graeme Canadian March 3, 1997 | June 25, 1997 The Minister stated that the
The petitioner alleged that the | Pole Heritage environmental screening was

carried out in accordance with
all requirements under the
Canadian Environmental
Assessment Act and concluded
that impacts were insignificant
or mitigable with known
technology. The Department
found the hydro line to be a
more environmentally
acceptable and cost—efficient
method of providing power to
Field than other alternatives
investigated.




Appendix C (cont’d)

interests fails to take into
account the necessity for
Fisheries and Oceans to fulfil its
conservation role in the Atlantic
Provinces and fails to recognize
that certain river—specific
genetic stocks continue to be
threatened or endangered by
pollution and other factors. The
petitioner also requests that the
government formulate a national
policy for both East and West
Coast fish hatchery programs in
Canada.

Subject of Petition Petitioner Federal Date of Petition | Date Response Response
Department Received
5.0il and Gas Leaks and Reverend W.A. | Natural April 9, 1997 May 8, 1997 The Minister responded that the
Emissions. The petitioner Ludwig Resources alleged violations were not
alleges that the government is Canada within federal jurisdiction but
not dealing with regulatory rather within the jurisdiction of
violations in Alberta with the Alberta Energy Board and
respect to sour gas leaks and provincial authorities.
emissions.
6. Canadian Mining Regulations. | Canadian Indian Affairs | April 16, 1997 | Sept 2, 1997 The Minister replied that there is
The petitioner alleges that the Arctic and Northern a multitude of existing
current open access system Resources Development legislation that regulates the
regarding mineral rights in the | Committee Canada mining industry in the
Northwest Territories is Northwest Territories in a
inconsistent with the notion of sustainable manner. The licence
sustainable development. staking regime supported by the
overall regulatory framework is
consistent with the principles of
sustainable development. The
Minister further indicated that
the current regime in the
Northwest Territories is
changing with the settlement of
comprehensive land claims and
the establishment of new
institutions for land
administration and resource
management. Any
comprehensive review of
existing resource management
legislation including the Canada
Mining Regulations would be
more appropriate after land
claims are settled.
7.Resource Management. The Queen’s Fisheries and June 25, 1997 October 1, 1997 | The Minister responded that
petitioner alleges that the County Fish Oceans Canada severe departmental budget cuts
program to divest the Atlantic | and Game have led the Department to
salmon hatcheries to private Association decide to divest the Maritime

provinces hatcheries, given the
closure of most commercial
salmon fisheries and the
Minister’s opinion that “in—
river” conservation measures
render additional stocking
activities unnecessary.




Appendix C (cont’d)

Investment on social equity,
environmental protection, public
health protection and sustainable
development; and asks for
clarification of the terms of
reference and objectives of the
agreement with respect to these
issues.

Subject of Petition Petitioner Federal Date of Petition | Date Response Response
Department Received
8. Effects of ozone depletion. The | Friends of the | Fisheries and Sept 8, 1997 Jan 19, 1998 The Minister of Fisheries and

petitioner has requested Earth Oceans Canada, Oceans indicated that the

information on the actions Environment Department has commissioned a

government departments will Canada, Health study to provide baseline

take over the next five years to Canada, information on UV-B radiation

p.rote.ct the health an(.l Natural and its effects on commercially

livelihoods of Canadians fTom Resources important crustaceans and

the ?ffeCts of ozone depletion. In Canada, fishes. Fisheries and Oceans also

particular, the petitioner requests .

specific budgeted commitments Agr}culture and collaborates under a .

with targets and time frames for Agri-Food Memoraqdum of Understanding

conduct of research on the Canada with Environment Canada,

health and environmental Natural Resources Canada and

impacts of increased UV Agriculture and Agri-Food

radiation and on the nature of Canada for co—ordination in the

protective measures to be taken. use of science and technology

The petitioner also seeks for sustainable development.

information on Canada’s

continued commitrrTent to the Mar. 23, 1998 Agriculture and Agri-Food

development of policy and . . .

implementation measures under Canada proYlded information on

the Montreal Protocol in researcl} on impacts on C,rOP

developing countries. In pro@uctlon of UV—B radiation

addition, the petitioner requests carried out until the end of

information on enforcement of Green Plan funding in 1997. The

laws prohibiting the import and Department is actively

export of onnefdepleting investigating alternatives to

substances. methyl bromide, the ozone—
depleting substance used in a
significant way by the
agricultural community. These
activities will continue until
2005, when methyl bromide is
targeted for 100% phase—out of
use by developed countries.

9. Multilateral Agreement on Canadian Environment Jan 14, 1998 Pending

Investment. The petitioner Association of | Canada Foreign

expresses concerns about the Physicians for | Affairs and

uncertain effects of the the International

Multilateral Agreement on Environment Trade




Appendix C (cont’d)

Subject of Petition Petitioner Federal Date of Petition | Date Response Response
Department Received
10. Harmonization Accord. The | Canadian Environment Jan 22, 1998 Pending
petitioner requested the Environmental | Canada
Minister of the Environment Law
not to sign the Canada—wide Association

Accord on Environmental
Harmonization. The petitioner
alleges the accord would lead
to the devolution of federal
roles and responsibilities for
the environment to the
provinces and hence be
inconsistent with sustainable
development.
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David Barron
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Randy C. Billing
President
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Yves Gauthier

Partner (Environmental Services)
KPMG, Montreal

Chris Henderson
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The Delphi Group, Ottawa

Tony Hodge
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Susan Holtz
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Claude—André Lachance
Director, Government Affairs
Dow Chemical Canada Inc., Ottawa

Ken Ogilvie
Executive Director
Pollution Probe, Toronto

Beatrice Olivastri
Chief Executive Officer
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Robert Page
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Richard Paton
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Peter Victor
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To the Honourable the Speaker of the House of Commons:

On behalf of the Auditor General of Canada, | have the honour to transmit herewith my Report to
the House of Commons for the year 1998, to be laid before the House in accordance with the provisions
of section 23(3) of the Auditor General Act.

Brian Emmett
Commissioner of the Environment
and Sustainable Development

OTTAWA, 26 May 1998
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Greening the Government of Canada —
Strategies for Sustainable Development

Main Points

1.1 In 1995, legislation was enacted to help strengthen the federal government’s performance in protecting the
environment and promoting sustainable development. Through amendments to the Auditor General Act, ministers
were required to have sustainable development strategies prepared for their departments.

1.2 The sustainable development strategies were intended to help departments broaden their perspective on
what they do and how they do it — to more systematically take environmental, economic and social considerations
into account in their policies, programs and operations. The strategies were meant to help turn sustainable
development from words into action. The Commissioner of the Environment and Sustainable Development was
appointed to help parliamentarians assess them.

1.3 Preparation of a sustainable development strategy is a systematic process that:
*  begins with an identification of what a department does and how it does it;
* assesses those activities in terms of their sustainable development impacts;
*  seeks the views of clients, partners and other stakeholders on priorities;
» establishes goals, objectives and benchmarks for measuring progress;
e presents an action plan to translate those goals into concrete results; and
*  concludes with an explanation of how the department will measure and report on its performance.

14 In our first review of the departmental sustainable development strategies, we found that most departments
prepared a strategy consistent with the majority of those basic requirements. For the first time, therefore, we have a
picture of how each government department currently views sustainable development and of the actions each one
intends to take to promote it. Moreover, strategy preparation has increased awareness of sustainable development
issues within those departments.

1.5 However, our review of the strategies revealed a number of weaknesses, two of them fundamental.

e Almost all departments failed to establish the clear and measurable targets that are key to the success
or failure of the sustainable development strategy process. As a consequence, departments,
parliamentarians and the public lack the benchmarks they need to judge whether the strategies are
being successfully implemented, or to determine when corrective action may be required.

*  Many strategies appear to represent less a commitment to change in order to promote sustainable
development than a restatement of the status quo. Those strategies tend to focus more on past



accomplishments than future directions. Less than one half identify specific policy, program,
legislative, regulatory or operational changes that would be made to implement the strategy.

1.6 The lack of benchmarks needs to be dealt with quickly. We believe that departments need to establish a
clear set of targets and present them to the House of Commons in the spring of 1999.

1.7 By 15 December 2000, departments are expected to present their second sustainable development
strategies. Building on the experience gained from the first round of strategy preparation, we will be looking for a
significant improvement in strategy quality in the second round. In particular, we expect departments to focus more
on what they will do differently to promote sustainable development.



Introduction

1.8 In 1995, the Government of Canada introduced new tools to strengthen its performance in protecting the
environment and promoting sustainable development. Amendments to the Auditor General Act required ministers to
have sustainable development strategies prepared for their departments. The Commissioner of the Environment and
Sustainable Development was appointed by the Auditor General to help parliamentarians assess the strategies.

1.9 By the end of 1997, 28 strategies were tabled in the House of Commons. This was our first review of those
strategies. Our objective was to help parliamentarians understand what departments did to meet the legislative
requirement, and thus exercise oversight of the sustainable development strategy process.

Focus of the audit

1.10 In conducting the audit, we asked, “Did departments do what they were asked to do?” To answer this
question, we looked at the consistency between the legislative and policy direction that departments were provided

and the strategies they produced.

+  We reviewed 28 strategies: 24 from departments and agencies (hereinafter referred to as departments) required
by the legislation to prepare them, and 4 that were prepared voluntarily by other federal organizations (see Exhibit

1.1).

+ Of the 28 strategies, 6 were chosen for a more in—depth review. The departments selected represent a cross—
section of policy, program and operational mandates and include the following: Environment Canada, the
Department of Finance, Foreign Affairs and International Trade Canada, Industry Canada, Natural Resources
Canada, and Public Works and Government Services Canada.

Departments Required by Legislation to Table a Sustainable Development Strategy

Agriculture and Agri-Food Canada

Atlantic Canada Opportunities Agency
Canadian Heritage

Canadian International Development Agency
Citizenship and Immigration Canada
Environment Canada

Federal Office of Regional Development (Québec)
Department of Finance

Fisheries and Oceans Canada

Foreign Affairs and International Trade Canada
Health Canada

Human Resources Development Canada

Departments That Voluntarily Tabled a Sustainable Development Strategy

Canadian Environmental Assessment Agency
Correctional Service Canada

Exhibit 1.1

Departments That Tabled Sustainable Development Strategies

1

Indian and Northern Affairs Canada
Industry Canada

Department of Justice

National Defence

Revenue Canada

Natural Resources Canada

Public Works and Government Services Canada
Solicitor General Canada

Transport Canada

Treasury Board Secretariat
Veterans Affairs Canada

Western Economic Diversification

2

Office of the Auditor General of Canada
Royal Canadian Mounted Police

1Source: Auditor General Act

2Source: Departmental Sustainable Development Strategies



1.11 Additional details can be found in the About the Audit section at the end of this chapter.

Observations and Recommendation

What Ministers and Their Departments Were Asked to Do

1.12 The amendments to the Auditor General Act that came into force 15 December 1995 directed ministers to
do three things:

« have their departments and agencies prepare a sustainable development strategy;
 table the strategy in the House of Commons within two years; and

« update the strategy at least every three years.

1.13 A strategy was defined in the Auditor General Act as the department’s objectives and plans of action to
further sustainable development. Exhibit 1.2 presents the definitions of a sustainable development strategy
contained in the legislation and in related policy documents. It also provides examples of how departments
themselves defined a sustainable development strategy in their own work.

Exhibit 1.2

Sustainable Development Strategies

What does sustainable development mean?

Sustainable development provides a framework for the integration of environmental policies and development strategies. It recognizes
that development is essential to satisfy human needs and improve the quality of human life. But development must be based on the
efficient and environmentally responsible use of all of society’s scarce resources — our natural, human, and economic resources.

The World Commission on Environment and Development (the Brundtland Commission) defined sustainable development as
“development that meets the needs of the present without compromising the ability of future generations to meet their own needs.” It is
this definition of sustainable development that has been integrated into federal legislation and into the amendments to the Auditor
General Act that establish the Commissioner of the Environment and Sustainable Development. This definition, therefore, provides an
important point of reference for departments when preparing their sustainable development strategies. Source: Government of Canada,
A Guide to Green Government, 1995

What is a sustainable development strategy?

“Departments’ sustainable development strategies will provide leadership in the shift to sustainable development in setting goals and
objectives, action plans, and benchmarks against which to measure progress. They will be developed in consultation with key
stakeholders.” Source: Government of Canada, Response to the First Report of the Standing Committee on the Environment and
Sustainable Development, October 1994

“sustainable development strategy ...means the department’s objectives and plans of action, to further sustainable development.” Source:
Auditor General Act

“[sustainable development strategies] will outline each department’s concrete goals and action plans for integrating sustainable
development into their policies, programs and operations.” Source: Government of Canada, A Guide to Green Government, 1995

How did departments interpret it?

According to some of the departments that have tabled strategies, a sustainable development strategy:




“...outlines how the department will turn the concept of sustainable development into concrete action.” Source: Revenue Canada’s
Sustainable Development Strategy

“...is a framework document designed to help focus the department’s thinking on the relationships and inter—linkages between what the
department does and sustainable development.” Source: Department of Finance’s Sustainable Development Strategy

“...describes how the Department will translate the concept of sustainable development into operational terms. The Strategy focuses on
the Department’s policies, programs and activities.” Source: Health Canada’s Sustainable Development Strategy

“A strategy helps a department turn sustainable development from words into action.” Source: Towards Sustainable Development
A Strategy for the Department of Indian Affairs and Northern Development

1.14 To help departments prepare their strategies, the government issued A Guide to Green Government in
1995. The Guide presented the main elements of a sustainable development strategy (listed in Exhibit 1.3) and
encouraged departments to tailor the preparation of their strategies to their specific mandates and ways of doing
business. The Guide also provides a useful benchmark for reviewing the strategies.

Exhibit 1.3

Preparing a Sustainable Development Strategy

i.  Departmental Profile

Identification of what the department does and how it does it.

ii. Issue Scan

Assessment of the department’s activities in terms of their impact on sustainable development.

iii. Consultations
Seeking the perspective of clients, partners and other stakeholders on departmental priorities for sustainable development and how
to achieve them.

iv. Goals, Objectives and Targets
Identification of the department’s goals and objectives for sustainable development, including benchmarks it will use for measuring
performance.

v. Action Plan
How the department will translate its sustainable development targets into measurable results, including specific policy, program,
legislative, regulatory and operational changes.

vi. Measurement, Analysis and Reporting of Performance

Mechanisms the department is establishing to monitor and improve performance.

Source: Government of Canada, A Guide to Green Government, 1995
1.15 Preparation of a sustainable development strategy was to be a systematic process that:
+ began with an identification of what a department does and how it does it (the departmental profile);
- assessed departmental activities in terms of their sustainable development impacts (the issue scan);

+ sought the views of clients, partners and other stakeholders on priorities (the consultation process);




+ established goals and benchmarks for measuring progress (the department’s sustainable development goals,
objectives and targets);

« presented an action plan to translate those goals into concrete results; and

+ concluded with an explanation of how the department would measure and report on its performance.
The departmental profile identifies what the department does and how it does it

1.16 A departmental profile indicates what the department does and how it does it. The profile is an important
element in the strategy because it establishes the broad context for the rest of the document, providing readers with
an understanding of the department’s mandate and key activities. The profile represents the starting point for an
assessment of how sustainable development should be integrated into the department’s mandate, policies, programs
and operations.

A Profile of the Canadian International Development Agency

The Canadian International Development Agency (CIDA) describes its mandate and activities in the following way in its sustainable
development strategy:

CIDA is the lead government organization responsible for Canadian international co—operation.

The Government’s Foreign Policy Statement, released in February 1995, sets out the following purpose, or mission, for the
Canadian international co—operation program: The purpose of Canada’s Official Development Assistance is to support sustainable
development in developing countries, in order to reduce poverty and to contribute to a more secure, equitable and prosperous
world.

In support of this mission, the Agency has developed a poverty reduction policy. It commits CIDA to making poverty reduction a
key element in each of its six program priorities, which are: basic human needs; women in development and gender equity;
infrastructure services; human rights, democracy and good governance; private sector development; and environment. The policy is
being implemented across all of CIDA’s programming channels and includes initiatives that address poverty through both direct
and indirect means.

CIDA’s business is global in scope, encompassing a very wide range of sectors. This involves the Agency in global, regional and
country—level initiatives undertaken with a number of partners: recipient—country governments, all levels of government in Canada,
non—governmental organizations (NGOs), educational institutions, business, co—operatives, and a variety of international
organizations and institutions located in Canada and abroad.

CIDA is also responsible for the delivery of programs to countries in Central and Eastern Europe. The assistance provided to these
countries reflects the following mission:

e to support democratic development and economic liberalization in Central and Eastern Europe by building mutually beneficial
partnerships.

In developing countries, as in Central and Eastern Europe, CIDA puts policy into practice in several ways, including:

e direct bilateral assistance through projects and programs agreed upon with developing country governments or institutions;

o funding activities through multilateral organizations, including development banks, multilateral agencies and international NGOs;
e supporting projects proposed by Canadian partners from the profit, not—for—profit and institutional sectors; and

e through policy influence and dialogue pursued with developing countries, with other donors, or in international fora, in close
collaboration with the Department of Foreign Affairs and International Trade, and with other government departments.

Excerpt from:
Our Commitment to Sustainable Development
The Strategy of the Canadian International Development Agency




The issue scan assesses departmental activities in terms of their impact on sustainable development

1.17 The issue scan involves a self—assessment of the departmental policies, programs and operations in terms
of their impact on sustainable development. Departments were asked to identify key sustainable development issues
from a departmental standpoint. The issue scan helps the departments understand the implications of their activities
for sustainable development.

1.18 The issue scan is a key aspect of the strategy because it links what the department does, as described in the
departmental profile, with the issues that the department must address if it is to be successful in moving toward
sustainable development. It also facilitates the development of goals, objectives and targets that will move the
department along the path toward sustainable development.

Consultations involve obtaining perspectives of clients, partners and other stakeholders

1.19 Consultations involve obtaining the perspectives of clients, partners and other stakeholders on
departmental priorities and how to achieve them. Sustainable development is a shared responsibility among
different levels of government, Aboriginal people and other stakeholders. Consultations are therefore the primary
mechanism for demonstrating the federal government’s commitment to open and transparent policy and program
development on sustainable development.

1.20 Consultations are important because, by involving a wide range of interested parties in the decision—
making process, they can lead to more informed decisions and greater public acceptance of them. They also help
departments determine whether they are doing the right things in the right ways.

Issues Facing Canadian Heritage

Canadian Heritage outlines its issues in its sustainable development strategy as follows:

This first Sustainable Development Strategy for Canadian Heritage focusses on the environmental aspects of sustainable
development... The Department, however, recognizes that much of the ongoing work of the Canadian Heritage Program also
supports the achievement of sustainable development in Canada. By strengthening Canada’s socio—cultural framework, the
programs and services of the Canadian Heritage Program help to bring about the level of participation and cultural awareness in
society that is necessary for sustainable development.

In developing its Sustainable Development Strategy, the Department has identified six major areas where it can make its greatest
contribution.

1) Much of Canada’s national heritage is still unrepresented in national systems....
2) Maintaining the ecological and commemorative integrity of national parks and national historic sites is essential....
3) The Department and the activities it funds have environmental impacts....
4) We need better information on the socio—cultural, economic and biophysical aspects of sustainable development....
5) Canadian Heritage can influence others, and learn from them....
6) Fiscal realities affect our choices....

Excerpt from:

Sustaining our Heritage
The Sustainable Development Strategy of the Department of Canadian Heritage




Consultations at Transport Canada

Transport Canada describes its consultation process and the views of its stakeholders as follows:
The National Advisory Group met several times during the preparation of the strategy and provided advice on both the issues and
the regional workshops. Six regional stakeholder workshops were held during November and December of 1996 to solicit early
stakeholder input to Transport Canada’s Sustainable Transportation Strategy. These workshops helped to refine the final eight

strategic challenges that are central to the strategy, and Transport Canada’s roles and actions in achieving them.

In total, over 80 participants attended the workshops, as well as Transport Canada representatives from headquarters and the
regional offices. The stakeholders indicated that Transport Canada should:

- take a proactive, leadership role in sustainable transportation;
- develop reasonable, measurable short—term and long—term goals;
- ensure that the strategy balances environmental objectives with social and economic objectives;
- work with others to ensure federal consistency in defining and delivering sustainable transportation initiatives;
- make integrated use of all tools to encourage behaviour change and use of preferred technologies; and
- continue and expand the consultative process.
Following the drafting of the strategy, over 50 meetings were held with representatives of provincial/territorial governments,
transportation carriers and shippers, and environmental groups. The meeting attendees in general agreed with the Department in the
challenges being pursued. Environmental groups want them pursued with vigor.
A number of provinces and territories raised the view that Canada is settled sparsely in many regions and that solutions for
sustainable transportation must take this population density into account, as well as the needs of rural dwellers. The provinces and
territories also recognized the need to work co—operatively on solutions for major urban areas and densely populated regions.
Carriers and shippers, while recognizing societal concerns about environmental impacts of transportation, articulated strongly the
need to take account of the economic impacts of any proposed policy changes and the need to ensure transportation is considered as
a vital function in support of the economy and international trade. Many stakeholders, however, expressed a willingness to work
with Transport Canada in partnership to address issues in the Department’s action plan.

Excerpt from:

Sustainable Development Strategy
Transport Canada

Strategies establish goals, objectives and benchmarks for measuring progress

1.21 Goals, objectives and targets are tools for managing a department’s sustainable development agenda, and
provide benchmarks for measuring progress. Goals establish the overall sense of direction and set the parameters for
action; objectives set the aims arising under each goal; and targets are the detailed performance requirements that
departments attempt to achieve.

1.22 Goals, objectives and targets are important because they provide the focal point for departmental efforts
toward sustainable development. The selection of targets is also an indication of departmental priorities. Although
difficult to establish, targets are a critical component in the preparation of a sustainable development strategy.

Goals, Objectives and Targets at National Defence
National Defence has a matrix that identifies goals, objectives and targets by issue. The following is an example:

Issue - Ecosystems




Goal - The health of our ecosystems is protected

Objectives - Military activities are planned such that adverse impacts on ecosystems are mitigated and biodiversity is
maintained

- Non-military activities on National Defence/Canadian Forces lands are conducted with minimal impacts on
ecosystems and maintenance of biodiversity

- Noise impacts are mitigated

Targets - Training area management plans that protect rare and endangered species, wetlands, and critical habitat
are initiated at selected training areas by 2000

- Natural resource management plans (e.g., forestry, hunting, cattle grazing, oil and gas extraction, recreation,
and non—military training) that protect rare and endangered species, wetlands, and critical habitat are initiated
at selected training areas by 2001

- Pesticide use is reduced by 50% from 1993 levels by 2003

- A planning tool for noise at airfields, helicopter landing areas, small-arms ranges, and artillery ranges is
produced by 1999

Excerpt from:
Environmentally Sustainable Defence Activities
A Sustainable Development Strategy for National Defence

Action by the Department of Indian Affairs and Northern Development

This is how the Department of Indian Affairs and Northern Development (DIAND) sets out the actions for one of its objectives:

Objective To increase the capacity of northern communities, particularly the Aboriginal ones, to benefit from economic
and resource development opportunities

Target Aboriginal community benefits from resource development opportunities
Actions

- Include DIAND’s sustainable development principles in funding criteria of the Resource Access Negotiation (RAN) program.
(Regions)

- Promote sustainable resource management practices through the Community Economic Development Program.
(HQ & Regions)

- Work with the GNWT, other federal departments, industry and Aboriginal organizations to co—ordinate economic development
programs which support Aboriginal communities (e.g. Community Mobilization Program, Resource Access Negotiations). (NWT
Region)

- Prepare paper to determine the Department’s role in economic development in the North. (HQ & Regions)

- Require oil and gas companies operating in the North to identify and provide training opportunities for Aboriginal people. (HQ)

- Require oil and gas companies operating in the North to support the development of regional businesses and to give first
consideration to hiring northerners. (HQ)

Excerpt from:
Towards Sustainable Development
A Strategy for the Department of Indian Affairs and Northern Development




Action plans translate goals into measurable results

1.23 Action plans indicate what the departments will do to translate their sustainable development goals into
measurable results. They define the specific policy, program, legislative, regulatory or operational changes needed
to move toward sustainable development. They should also describe how the department will work with others to
achieve their goals.

1.24 The action plans, and their implementation, will be the focal point for future review of departmental
strategies by the Commissioner of the Environment and Sustainable Development.

Performance information determines whether intended results are achieved or corrective action is required

1.25 Departments, parliamentarians and the public need performance information to determine whether the
departmental strategy is on track, whether the activities are achieving the intended results or whether corrective
action may be required. Continuous improvement is needed to make measurable progress on sustainable
development.

1.26 The Auditor General Act requires that sustainable development strategies be updated at least every three
years and tabled in the House of Commons. The government has also directed departments to report annually on
their performance.

What Departments Did

1.27 Did departments do what they were asked to do? To answer this question, we developed a checklist based
on the legislative direction provided in the Auditor General Act and on the policy direction in A Guide to Green
Government. Exhibit 1.4 presents this checklist.

Exhibit 1.4

Did Departments Do What They Were Asked To Do?

A Conformance Checklist

The following checklist was used to determine if sustainable development strategies (SDS) conformed with the requirements of the
Auditor General Act and A Guide to Green Government.

A. Departmental Systems and Procedures

1. Was the SDS tabled in Parliament by 15 December 19977

B. Departmental Profile

1. Does the SDS contain a departmental profile?
2. Are the department/agency’s mandate and key activities described?
3. Is the legislative and policy context in which the department/agency operates described?

4. Is there a description of how the mandate, priorities, objectives and challenges of the department have evolved and how they are
expected to change over the term of the SDS?

C. Issue Scan

1. Does the SDS contain an issue scan?

2. Has the SDS identified sustainable development issues from a departmental/agency policy making and programs standpoint in
the issue scan?




3. Has the SDS identified issues in managing the department/agency’s internal operations in the issue scan?

4. Does the SDS identify opportunities for, and constraints to, the advancement of sustainable development by the
department/agency?

D. Consultations

1. Does the SDS contain information on consultations?
2. Has the department/agency obtained the views of clients, partners and other stakeholders?

3. s there a brief discussion on the nature of the consultations and how these views were considered and incorporated into the final
product?

E. Goals, Objectives and Targets

1. Has the SDS identified goals?

2. Are these goals consistent with issues identified in the issue scan?

3. Are objectives set for each goal?

4. Do the objectives set the overall aim arising under each sustainable development goal?

5. Do targets set detailed performance requirements? For example, they should be clear, measurable and have specific deadlines.

F. Action Plan

1. Is the requirement for an action plan addressed?

2. Has the department/agency outlined how it will translate its sustainable development targets into measurable results by including
specific policy, program, legislative, regulatory or operational changes?

3. Does the action plan describe the partnerships that will help them achieve their targets, objectives and goals?

G. Measurement, Analysis and Reporting of Performance

1. Does the SDS address how the department/agency will measure, analyze and report performance?

Sources: Auditor General Act and Government of Canada, A Guide to Green Government, 1995

1.28 We expected that strategies would include most, if not all, of the components in the checklist. Each
component of the checklist is necessary if departments, parliamentarians and the public are to know where
departments are going, how they will get there, and how they will know if they are successful.

Most strategies were consistent with basic requirements but fundamental weaknesses exist

1.29 Overall, we found that most departments prepared a strategy consistent with the majority of the basic
requirements. For the first time, therefore, we have a picture of how each government department currently views
sustainable development and of the actions each one intends to take to promote it.

1.30 We noted, however, that some departments need to catch up with their peers. Our review revealed a
number of areas of weakness, two of them fundamental.

+ Almost all departments failed to establish clear and measurable targets. Those targets are fundamental to the
success or failure of the sustainable development strategy process. Without them, departments, parliamentarians and
the public lack the benchmarks to judge whether the strategies will be successfully implemented, or when corrective
action may be required.




+ Our review also raised questions about what departments would change as a result of their strategies. Less than

half identified specific policy, program, legislative, regulatory or operational changes that would result from
strategy implementation.

Measurement, Analysis and Reporting at Natural Resources Canada

Natural Resources Canada (NRCan) presented its performance management system in the following way:

Sustainable development is a broad concept. As such, it is important to define more precisely what we are trying to achieve, and
then put in place the means to measure and report on progress. NRCan’s work in promoting sustainable development can be
assessed at three different levels.

Commitments and actions. At the most basic level, we must monitor and report on the actions and commitments made in our
strategy — did we do what we said we would do? Managers within the Department will be responsible for implementing specific
components of the sustainable development strategy and will be accountable for progress in their areas of responsibility. In
assessing our performance, we will report on each commitment and action in the strategy.

Achievement of objectives. More difficult is the need to assess our performance against the strategy’s objectives. This goes
beyond merely reporting on whether a specific action was completed, to assessing whether those actions are actually helping us
reach the objectives identified in this strategy.

For each of the strategy’s objectives we will report on a few indicators to help assess our achievements. [A table in the strategy]
contains a draft of the performance indicators we have developed to measure progress against our objectives. These indicators will

continue to be further refined over the first few months of the strategy, in consultation with stakeholders.

National progress on sustainable development. At a much broader level is the need to gauge Canada’s overall progress in the

sustainable development of its natural resources. This goes beyond the contributions of NRCan. It must reflect the work and efforts

of all Canadians who have an interest in the sustainable development of our resources, including other federal departments,
provinces, industry, scientists, environmental groups, and Aboriginal and rural communities.

At present, a framework of sustainable development indicators has been developed to measure success in the sustainable
management of Canada’s forests. These indicators were developed by a multi—stakeholder group, under the leadership of the
Canadian Council of Forest Ministers. The framework includes six broad criteria and 86 indicators. Canada’s first report on these
indicators was published in 1997.

A key commitment in this strategy is NRCan’s commitment to work with stakeholders to create sustainable development indicators

for both the minerals and metals, and energy sectors.

Excerpt from:
Safeguarding our Assets, Securing our Future
Sustainable Development Strategy for Natural Resources Canada

Results by strategy component

1.31 Exhibit 1.5 presents the government—wide picture by strategy component. In reviewing the strategies, we
found the most significant areas of strength were:

+ describing departmental mandates and activities;
» consulting stakeholders; and

« establishing goals and objectives.




Exhibit 1.5 is not available, see the Report

1.32 The most significant areas of weakness were:
+ identifying policy, program and operational issues in issue scans;
+ indicating the views of stakeholders, and how they influenced the strategy;
+ setting clear, measurable and specific targets; and
» defining specific policy, program, legislative and operational changes in the action plan.

1.33 Departmental profiles. In most strategies, the departmental profiles included information on the
department’s mandates and activities. However, four departments (14 percent) did not describe their legislative or
policy context. About a third of departments did not indicate how their mandates have evolved and are expected to
change in the coming years.

1.34 Issue scan. Many departments had difficulty presenting an issue scan from a sustainable development
standpoint. Of the 28 strategies, a third did not describe sustainable development issues from a policy—making or
program perspective in their issue scan. Twelve departments (43 percent) did not describe sustainable development
issues relating to their internal operations in their issue scan; and three strategies (10 percent) did not contain an
issue scan.

1.35 Consultations. In general, departments were conscientious in their efforts to consult. Twenty—two
departments (80 percent) engaged in detailed consultations with clients, partners and other stakeholders. One
quarter of the strategies, however, included little information on the nature of the consultations, such as the process
followed or the views of stakeholders.

1.36 Goals, objectives and targets. All sustainable development strategies identified goals and objectives.
Twenty strategies (71 percent) linked their goals to the issues identified in their issue scan.

1.37 Most departments, however, had difficulty establishing targets consistent with the guidelines in A Guide to
Green Government. Only 4 of the 28 departments — Correctional Service Canada, National Defence, Natural
Resources Canada and Veterans Affairs Canada — included specific and measurable targets for most objectives.
While those departments recognize that further work is required, we consider them to have done the best job in this
difficult area in the first round of strategy preparation.

1.38 Departments tended to focus on process—related activities. Examples include statements like: “beginning in
1997, involve young Canadians in environmental programs”; or “work with the insurance sector so that it can make
informed decisions in light of climate change.” While these activities may be valid sustainable development
initiatives, they do not easily translate into measurable outcomes.

1.39 Action plans. All departments presented an action plan of some form in their sustainable development
strategy. Most of these action plans, however, did not describe adequately how the department’s sustainable
development targets would be translated into measurable results. Of the 28 action plans, less than one half described
specific policy, program, legislative and operational changes that must occur to achieve their targets. One in five
strategies did not describe the partnerships that will be needed to help the departments achieve their targets.



1.40  Measurement, analysis, reporting of performance. While 20 of the departmental strategies (71 percent)
addressed how the department will measure, analyze and report performance, as noted in paragraph 1.37, few
developed concrete targets as the basis for assessing performance. Some strategies identified the need to work with
other departments to achieve some of their sustainable development goals, but the mechanisms for reporting shared
performance are not in place.

Results by department
1.41 Exhibit 1.6 summarizes the results by department.

+  One department — National Defence — received checkmarks in all 21 areas that we examined. It did what it
was asked to do.

+ Eleven other departments received 19 or 20 checkmarks. The main weakness for them was in the target—
setting area.

+ At the other end of the scale, six departmental strategies had more deficiencies than their peers did. Their
specific shortfalls occurred primarily in the areas of issue identification, consultation, target—setting and action—
planning. As a result, it is hard to tell precisely where those departments are going, how they will get there and how
they will know if they are successful.

Exhibit 1.6 is not available, see the Report

A More In-Depth Look at Six Strategies

1.42 Whether or not a departmental strategy was prepared in a manner consistent with the legislative and policy
direction is only one indicator of the quality of the strategy. The second part of our review involved a more in—depth
analysis of the strategies of the following six departments: Environment Canada, the Department of Finance,
Foreign Affairs and International Trade Canada, Industry Canada, Natural Resources Canada and Public Works and
Government Services Canada.

143 These six departments were chosen for two reasons. First, they represent a cross section of the types of
policy, program and operational activities carried out by the federal government. And second, in our opinion, these
departments are critical to the success or failure of the sustainable development effort government—wide. Two of the
departments — Industry Canada and Natural Resources Canada — have sustainable development in their legislative
mandates.

1.44 The Appendix summarizes the six strategies and Exhibit 1.7 presents the criteria used for this more in—
depth review. Like the checklist results presented earlier, the criteria were based upon the policy direction provided
in A Guide to Green Government. However, we probed more deeply into strategy preparation and how strategy
implementation will be managed. Interviews were conducted with officials involved in strategy development, and
relevant files were reviewed.

Exhibit 1.7

Detailed Criteria Established to Review Sustainable Development Strategies

In 1995, ministers and their departments were provided guidance on the timing and content of their sustainable development strategy.
Did they do what they were asked to do?



General Criteria

e The sustainable development strategy (SDS) should be relatively brief and focussed while providing sufficient detail to provide
guidance for programs and operations within the department or agency.

e The SDS should be comprehensive, dealing both with departmental/agency policies and programs that influence the decisions of
others, and with how the department/agency manages its internal operations.

e The SDS should be results—oriented, identifying the main sustainable development results the department/agency expects to achieve,
and how it will measure performance toward them. It should be presented as a change document.

e The SDS should provide a frank and honest discussion of the sustainable development issues facing the department or agency.

e The SDS should be developed in consultation with the department/agency’s clients, partners and stakeholders.

Criteria for each component of sustainable development strategies

Departmental Systems and Procedures

e There should be commitment to sustainable development at all levels in the department, in particular at senior management levels.

e The necessary systems and practices for the implementation of the sustainable development strategy should be evident.
Departmental Profile

o The departmental profile should provide an understanding of what the department is responsible for, what it does and how it does it.
e The departmental profile should be relatively brief and focussed while providing sufficient detail to put the plan in context.

Issue Scan and Analysis

e The issue scan should provide a reasonable and comprehensive assessment of the department’s activities in terms of their impact on
sustainable development.

e The issue scan should identify the key sustainable development issues, both short— and long—term, that relate to the department.
Consultations

e The perspectives of clients, partners, employees and other stakeholders should be obtained and incorporated into the SDS as part of the
consultation process.

Goals, Objectives and Targets
e The goals, objectives and targets should establish an overall sense of direction and set the parameters for action in the department.

e The department should use these goals, objectives and targets to manage its sustainable development agenda and as benchmarks for
measuring progress.

Action Plan

e The action plan should explain how the department will translate its sustainable development targets into measurable results, including
specific policy, program, legislative, regulatory or operational changes.

Measurement, Analysis and Reporting of Performance

e The SDS should explain how the department plans to monitor its performance against its action plan and how it will incorporate
continuous improvement in updates of its strategy.

Source: based on Government of Canada, A Guide to Green Government, 1995

In—depth look confirmed fundamental weaknesses

1.45 The results of this more detailed review confirmed the findings presented in the previous section. For the
most part, the strategies did a good job of setting the context for the departments’ planned sustainable development
activities.

» The departmental mandates and key activities were explained well.




+  Most departments were able to identify some sustainable development issues that were critical to them, and
used a consultation process as part of this effort.

+ Departments established goals and objectives for themselves, and had an action plan of some form.

1.46 However, departments were not clear about how their respective strategies would change what they do and
how they do it. For some departments, the strategies represented less of a commitment to change in order to move
toward sustainable development than a restatement of the status quo.

« Strategies emphasized the positive impact of existing activities on sustainable development.

+  Of the six departments, Natural Resources Canada came closest to meeting the requirement to identify the
specific policy, program, legislative, regulatory or operational changes needed to implement its strategy.

+ Actions were often vaguely worded, using words like “continuing” and “maintaining”.

1.47 None of the six departments established a complete set of clear and measurable targets that would allow
them and Parliament to judge whether their strategies were moving the departments toward sustainable
development. Of the six departments, Natural Resources Canada came the closest to meeting this requirement. Its
strategy contained some specific targets, and it is developing a system for assessing its performance at three levels:
commitments, objectives and national progress (see Measurement, Analysis and Reporting at Natural Resources
Canada, see page 1-14).

Strategy themes illustrate differences in mandates and approaches

1.48 Exhibit 1.8 displays the main themes presented in each of the six sustainable development strategies. The
themes illustrate both the different mandates that departments have (their starting points) and the approaches they
have taken (their future directions). All six departments recognize the need to look internally at how they make
decisions and externally at how they influence the decisions of others. Public Works and Government Services
Canada’s strategy focusses on mitigating the direct environmental consequences of government operations; the
Department of Finance and Foreign Affairs and International Trade Canada take the broadest perspectives on
sustainable development.

Exhibit 1.8

Departmental Sustainable Development Strategies: Strategy Themes

Environment e To strengthen Environment Canada’s ability to meet sustainable development goals.
Canada
e To be a more effective advocate of sustainable development.
e To give Canadians the tools they need to make sound decisions in a changing environment.
e To set a good example in the greening of government operations.
Department of e Integrating the economy and the environment.
Finance

e Building the future.

e Participating in the global economy.

e Greening operations.




Foreign Affairs
and
International
Trade Canada

Industry
Canada

Natural
Resources
Canada

Public Works
and
Government
Services
Canada

e Economic growth and prosperity.
¢ Building peace and security.
e Canadian values and culture.

e Greening operations.

e Foster a marketplace climate in Canada that promotes sustainable development.

e Enhance the ability of Canadian firms to develop and use innovative technologies and tools that contribute to
sustainable development.

e Encourage trade and investment flows that contribute to sustainable development in Canada and abroad.

e Continue to improve the capacity of Industry Canada to manage and deliver departmental policies, programs and
operations that contribute to sustainable development.

e Making better decisions.
¢ Enhancing long—term social and economic benefits.
e Maintaining a healthy and safe environment.

e Putting our house in order.

¢ To apply sound environmental principles to the common service business lines and internal operations of Public
Works and Government Services Canada.

e To support sustainable development through continuous improvement in:
- procurement
- fleet management
- waste management
- water conservation
- energy efficiency

- land use management

Source: departmental sustainable development strategies

Management of strategies is beginning to become part of the way departments do business

149 In order to be successful, the development and implementation of the strategies must become part of the
way departments usually do business. We found that this process has begun.

« In most of the six cases, the preparation of the sustainable development strategies involved the efforts of a
small group of public servants operating on behalf of the entire department. All six departments placed
responsibility for the preparation of the sustainable development strategies at an appropriate management level
within the department.




» Five of the six departments linked their sustainable development plans to their business plans, while one
department organized its strategy in terms of its environmental stewardship components.

« Environmental management systems (EMS) are expected to enhance the integration of the strategies into
departmental programs and activities. Of the six departments, two — Environment Canada and Natural Resources
Canada — have an environmental management system currently in place. Public Works and Government Services
Canada has a system in place for its branch that has the most immediate effect on the environment and plans to
implement one in other branches. Three other departments had a timetable for EMS implementation.

« All six departmental strategies identified the need for sustainable development training activities, and four
departments expressed a commitment to establish some type of training/awareness plan tied to policy and decision—
making processes.

+ Five of the six departments had prepared communications plans to deal with both internal and external
clientele prior to, and following, the tabling of their strategies. In its strategy, the Department of Finance committed
itself to preparing a comprehensive communications plan for the greening of its operations.

+ Departments did not identify the resources required to implement their strategies.

Mandates and activities were well explained

1.50 Departments did a good job of explaining their mandates and key activities, but were less clear on the
legislative and policy context in which they operate. Only Environment Canada provided a complete list of the
legislation it is responsible for administering.

1.51 Departments provided little analysis of the policy context within which their program responsibilities are
carried out. Only Environment Canada and Industry Canada identified specific challenges they need to address in
pursuing sustainable development. According to their strategies, those challenges include: the development of
approaches that better integrate environmental, economic and social goals; developing knowledge in a timely
manner; and consensus—building.

There was a wide variation in departmental issue scans

1.52 The preparation and dissemination of the issue scans created awareness of sustainable development issues
in departments, which is an important benefit of the process. A more detailed examination of the issues, and then
assigning priorities to those issues would allow for more effective implementation of the government’s sustainable
development agenda.

+ There was a wide variation among the six departments in the level of detail and comprehensiveness of their
issue scans, and in how they were prepared.

+ Environment Canada used an internal survey to identify the sustainable development issues for the
Department, focussing on those issues affecting its ability to make progress toward sustainable development. The
Department did not establish a direct link between the conclusions of the issue scan and strategy objectives; nor did
it identify the impacts of its policies, programs or operations.

«  The Department of Finance solicited information from across the Department to identify issues and the impact
of its activities. The Department focussed on enhancing its capacity to address sustainable development issues and
setting priorities for policy analysis over the next three years.



+ Foreign Affairs and International Trade Canada also used an internal process to identify issues relating to its
mandate that have a sustainable development impact. The result was a set of general directions for actions, rather
than an assessment of impacts or concerns.

+ Industry Canada undertook an extensive analysis of issues through a two—stage process that involved
consultation and a baseline study. The baseline study helped the Department to understand the sustainable
development implications of its activities and how to position itself with respect to the issues. Only a brief summary
of this work was included in the strategy document.

+ Natural Resources Canada built on analysis and consultations conducted prior to the strategy exercise to
identify the issues related to its activities. The Department also drew on extensive work associated with the National
Forest Strategy, the Whitehorse Mining Initiative and the development of the Minerals and Metals Policy of the
Government of Canada. This work was combined with additional consultation as part of strategy development,
resulting in a balanced summary of the issues affecting the Department.

+ Public Works and Government Services Canada drew on A Guide to Green Government to identify its issues
rather than conducting its own issue scan.

+ Departments did not set priorities among issues. None appears to have used the issue scan as a form of gap
analysis — comparing present performance with a desired future state.

+  Most issue scans focussed on economic and environmental issues. The scans explored the impact on
sustainable development of items such as policies, programs, taxes, regulations, provision of information and
internal operations such as procurement and management of buildings, land and fleets. However, most scans did not
include an assessment of the social impacts. Three of the departments stated their intention to conduct future
analyses of these impacts.

+  Most strategies focussed on the positive impact of departmental activities on sustainable development, rather
than on presenting a more neutral analysis. In the few instances where negative impacts were reported, they were
usually balanced with an observation on an offsetting economic or environmental benefit.

The Need for Baseline Studies of Taxes, Grants and Subsidies

In November 1995, the House Standing Committee on Environment and Sustainable Development invited representatives from business,
government, the academic community and environmental interests to discuss the promotion of sustainable development. The
Committee’s report, entitled Keeping a Promise: Towards a Sustainable Budget, made recommendations on how to proceed with a
baseline study of federal taxes, grants and subsidies in order to identify possible barriers and disincentives to sound environmental
practices. For example, taxes and subsidies may have favoured some sources of energy or some modes of transportation over others.

The government made a commitment to do the studies in its July 1996 response to the Eighth Report of the Standing Committee on
Environment and Sustainable Development. It said that departments “ . . . will undertake baseline study work as an element of their
sustainable development strategies.” It also said, “Actions resulting from work in the baseline study will also be reported as part of
departmental sustainable development strategies, and annually in the budget where tax measures are concerned.” Natural Resources
Canada and the Department of Finance reported on some work in this area; Industry Canada cited a case study; and the other
departments did not report results.

Consultations resulted in better sustainable development strategies

1.53 Most departments found that consultations resulted in a better sustainable development strategy. However,
some of the departments that attempted to consult widely were disappointed by the limited response they received.




« Four of the six departments made a concerted effort to consult both externally and internally during the
process of preparing their sustainable development strategies. Many consultation techniques were used, including
focus groups, personal interviews, Internet web sites, internal newsletters and mail solicitations to selected groups.
While some departments conducted consultations in various locations across Canada, most consultations were
conducted in the Ottawa area.

+ Consultations of the Department of Finance occurred late in the strategy development process, making it
difficult to incorporate the results of the consultations into the final strategy document. Strategy development at
Public Works and Government Services Canada did not include a consultation process.

+  With some notable exceptions — such as Industry Canada — Natural Resources Canada consultations —
departments did not attempt to co—ordinate their consultation process with other departments with shared clientele
or program responsibilities.

+  Only Industry Canada and Natural Resources Canada documented how specific comments were considered in
the preparation of the strategy.

Strategies established direction but not benchmarks

1.54 Each of the six strategies established a sense of the department’s general approach to sustainable
development. However, aside from limited examples found in connection with “greening operations”, there were
few benchmarks developed that provided clear and detailed performance requirements for internal management or
that defined performance in terms that could be objectively audited or assessed by third parties.

+  Where targets were set, they tended to focus on the identification of activities or processes to be carried out,
such as studies, conferences, analyses or negotiations, rather than the expected results to be achieved.

+ Most initiatives and actions included in the strategies were defined vaguely or qualified by phrases such as

CEINT3

“where feasible”, “where applicable”, or “continue to work toward”.

1.55 To remedy shortfalls in the performance management aspects of their strategies, departments should
establish a clear set of targets and present them to the House of Commons in their spring 1999 reports on
plans and priorities.

1.56 Of the six departments, Natural Resources Canada came the closest to meeting the requirement for clear
and measurable targets.

Action plans were not specific

1.57 All six of the sustainable development strategies presented an action plan of some form. However, none of
the strategies identified specific policy, program, legislative, regulatory or operational changes that would translate
departmental objectives into measurable results. Natural Resources Canada came the closest to meeting this
requirement. Its strategy sets out the actions that will be taken over the next three years to meet strategy objectives.

LEINT3

+ Actions were often vaguely worded, using terms like “continuing”, “improving” and “enhancing” existing
department activities. More emphasis was placed on things already done than future actions. No department
indicated how their initiatives would be funded.



+  While most of the strategies referred to partners, such as other government departments, non—governmental
organizations, associations, consumer groups, or international organizations, that were needed to help achieve their
objectives, none of the strategies indicated how those partnerships will be managed. Nor did the strategies indicate
the mechanisms, roles, responsibilities and accountabilities of these organizations whose co—operative efforts are
essential in achieving the departmental sustainable development strategy objectives.

Departments were committed to measurement, analysis and reporting of performance

1.58 All departments committed themselves to measurement, analysis and reporting of performance. Two of the
six strategies explained how the departments will measure their accomplishments against the targets in their action
plan. Three of the strategies indicated how the departments plan to monitor performance and incorporate change.

1.59 None of the strategies reviewed provided detail on issues such as responsibilities, practices or procedures
for measuring performance, or the processes to be followed for reviewing the information and ensuring that it is fed
back into the department’s planning cycle.

1.60 Departments have taken different approaches to how they plan to report their performance. Three
departments state that they will report on their short—term indicators in their annual performance reports. Natural
Resources Canada goes further, stating that the Department will also prepare an annual report detailing the
implementation of its strategy.

Results by department
1.61 Based upon our review of the strategies and discussions with departmental officials, in our view:

+ Natural Resources Canada took the challenge of preparing a strategy seriously and is committed to its
implementation and to maintaining sustainable development at the core of the Department’s business. Strong senior
management commitment was evident. The strategy preparation process has helped the different sectors of the
Department get to know each other better; this dialogue is continuing through implementation and the further
development of its performance management system. Other departments can learn from Natural Resources
Canada’s strategy, particularly in areas such as preparation of a performance management system.

+  Environment Canada also responded well to the challenge of developing its first strategy. From a sustainable
development perspective, Environment Canada’s task was in many ways the mirror image of that facing other
departments. The environmental aspects of sustainable development are at the core of its mandate; the Department’s
challenge is to strengthen its capacity to integrate economic and social considerations into how it does its business.
The strategy emphasizes the need to work effectively with partners, to conduct joint studies, and to enhance
understanding of the integration of economic and social considerations with environmental ones. However, like
other departments, the monitoring of performance against stated actions will be problematic.

+ Industry Canada, the Department of Finance and Foreign Affairs and International Trade Canada engaged
employees from across their respective departments in strategy preparation. All three departments indicated that the
major benefit of having gone through the process was raising awareness within their departments. All three
documented past or current actions that support sustainable development. It is not clear though how the strategies
will make a difference in their future actions.

+ Public Works and Government Services Canada has stated that it chose to develop a strategic document on the
understanding that parliamentarians were the primary audience. In its view, this led to a high—level, concise and
readable document even though it did not meet all the criteria in A Guide to Green Government. In our opinion, the
Department did not assess its activities in terms of their impact on sustainable development and did not consult with



its clients. As a consequence, it is difficult to judge whether the Department is doing the right things, or whether it
will be successful in doing them.

Conclusion

1.62 While the federal government has been involved in the “greening of government” process for many years,
1995 marked the first time that departments were required to prepare sustainable development strategies. They were
given two years to prepare their first strategies.

1.63 Overall, we found that most departments prepared a strategy consistent with the most basic requirements.
However, there are a number of areas of weakness evident, some of them fundamental. Moreover, several
departments need to catch up with their peers.

1.64 Almost all departments failed to establish clear and measurable targets. This strategy element is critical to
the overall success or failure of the sustainable development strategy process. Departments, parliamentarians and
the public lack the benchmarks to judge whether the strategies are being successfully implemented, or when
corrective action may be required.

1.65 In the fall of the year 2000, the strategies are to be updated. Building on the experience and learning gained
from this first round of strategy preparation, we will be looking for a significant improvement in strategy quality in
the second round. In particular, we expect departments to focus more on what they will do differently to promote
sustainable development.



About the Audit

Objective

The two objectives of our audit were:

+  to provide an initial assessment of the sustainable development strategies tabled in the House of
Commons in 1997, by comparing those strategies with the legislative and policy direction provided to
ministers and their departments; and

«  to help strengthen the capacity of departments to manage sustainable development issues by
identifying good management practices.

Approach and Methodology

The review of the sustainable development strategies is a new undertaking of the Commissioner of the
Environment and Sustainable Development. As a first step in fulfilling the Commissioner’s mandate, we
assessed the strategies for conformance with legislative and policy direction. The implementation of the
strategies will be assessed at a future date.

The conformance audit determines the extent to which the departments’ sustainable development strategies
are consistent with the framework set out in A Guide to Green Government and the requirements of the
Auditor General Act. The Guide suggests an approach for departments to use in preparing their strategies.
The main elements of a strategy are set out in Exhibit 1.3.

We reviewed the 24 sustainable development strategies of the government departments and agencies that
are required by legislation to table and the four strategies that were prepared voluntarily by departments.
Exhibit 1.1 lists the 28 departments and agencies that tabled sustainable development strategies in the
House of Commons.

The checklist we used to audit the strategies is based on the main elements of A Guide to Green
Government. The checklist is set out in Exhibit 1.4. The conformance audit was based solely on an
examination of the sustainable development strategies without supplementary analysis of the background
documentation contained in departmental files.

A more detailed review was conducted on a sample consisting of the sustainable development strategies of
the following six departments: Environment Canada, the Department of Finance, Foreign Affairs and
International Trade Canada, Industry Canada, Natural Resources Canada and Public Works and
Government Services Canada. These departments were selected because they represent significant policy,
program and operational departments. As well, two of these departments have sustainable development in
their legislative mandate.



The more detailed review focussed on the information contained in the sustainable development strategies,
supplementary documentation produced by the departments and interviews with key personnel responsible
for preparing the strategies. The criteria used to review the strategies are presented in Exhibit 1.7.

Audit Team

Principal: Richard Smith
Directors: Janet Jones and Edward Wood

Frank Barrett
Ron Bergin
Margaret Cross
Lori Elliott
Andrew Ferguson
Gisele Grandbois
Jacques Grou
David Harris
Christopher Keith
Susan Mojgani
Peter Morrison
Paul Morse
Darlene Pearson
John Reed
Geoffrey Robins
David Sawyer
Holly Shipton
Mary-Louise Sutherland

For information, please contact Richard Smith.



Appendix: Summary of Departmental Strategies

Environment Canada

Systems and procedures. The Assistant Deputy Minister, Corporate Services, was assigned overall responsibility
for developing the sustainable development strategy (SDS). A senior level steering committee was established to
oversee the development of the strategy and a department-wide working group was established to develop the
detailed components of the strategy.

Departmental profile. The departmental profile describes Environment Canada’s mandate, legislation it is
responsible for administering, and the services the Department offers to Canadians. The profile also describes how
the Department is structured, the partnership nature of relations with the Department’s many stakeholders, and how
these relationships are evolving.

Issue scan. The key issues affecting the Department’s ability to make further progress toward sustainable
development are identified in an Issue Scan Summary. The central premise of this scan is that the increasing scale
and diversity of sources of environmental pressure, and the increasing magnitude and complexity of environmental
risks require government, Environment Canada and Canadians themselves to take a proactive role in defending the
public interest.

Consultations. Consultations were carried out with a broad range of stakeholders. As a basis for these
consultations, the Department prepared a discussion paper in the fall of 1996 and sent it to 123 individuals and
organizations. A second round of consultations, based on a draft strategy, was sent to 178 individuals and
organizations in February 1997. The Department also established an external advisory committee to review the
strategy.

Goals, objectives and targets. Environment Canada’s strategy identifies four strategic goals to enhance its
contribution to sustainable development. These are:

e To strengthen its ability to meet sustainable development goals;
e To be a more effective advocate of sustainable development;
e To give Canadians the tools they need to make sound decisions in a changing environment; and

e To set a good example in the greening of government operations.

For each goal, the strategy identifies a number of initiatives (or objectives) and, in turn, each initiative identifies
associated planned results (or targets), key partners, and performance measures.

Action plan. The strategy identifies planned actions. The specific plans and priorities for pursuing the key strategic
goals are described as being fully integrated in the Department’s Report on Plans and Priorities and in its annual
Business Plan.



Measurement, analysis and reporting of performance. The strategy does not separately describe the
measurement, analysis and reporting on SDS results. It relies, rather, on existing performance measurement and
reporting processes. The strategy does state that the Department will measure its performance in delivering on its
SDS commitments within three years.



Department of Finance

Systems and procedures. The Assistant Deputy Minister of the Economic Development and Corporate Finance
Branch took the lead in the co—ordination and preparation of the sustainable development strategy, with senior
management and branch input.

Departmental profile. The departmental profile is contained in various sections of the strategy. The Department
describes its primary mandate as managing the economy and the government’s financial resources. The preamble
states that in the last four budgets Finance has tried to better integrate the economy and the environment into its
policies. The strategy outlines how Finance intends to further those efforts over the next three years. Other sections
discuss the Department’s policy role and improved processes and co—ordination.

Issue scan. The strategy does not contain an explicit issue scan section although four key issues are identified —
integrating the economy and the environment, building the future, participating in the global economy and greening
operations. The Department does not indicate how it identified these issues and how it might have prioritized these
issues relative to others not mentioned in the strategy.

Consultations. Branches at Finance were involved in the internal consultation process by providing input into the
strategy throughout its development. Four weeks prior to tabling of the strategy, a one—day external consultation
session was held with the assistance of the National Round Table on Environment and the Economy (NRTEE). Not
including Finance officials, 23 participants attended the session. The consultation “provided a number of valuable
comments which were taken into consideration in the redrafting of the final document.” Written comments were
also received from stakeholders and other government departments.

Goals, objectives and targets. The strategy does not explicitly identify its goals, objectives and targets. They are
dispersed throughout the document.

Action plan. The strategy does not have a separate section detailing the Department’s action plan. Actions are noted
throughout the document, without time frames and measurable results.

Measurement and reporting. The strategy does not have a separate section for measurement and reporting. The
Foreword of the strategy states, “departments are also required to report annually on progress in implementing their
strategies” as well as update them at least every three years. ... the Department has mandated its Departmental Co—
ordinating Committee as the vehicle for addressing sustainable development issues including the implementation
and reporting on this strategy.” Further, “results will emerge as part of the Department’s ongoing efforts to
implement the government’s agenda in the context of priority setting and future budgets.”



Foreign Affairs and International Trade Canada

Systems and procedures. The environmental stewardship group in the department (JEN) was designated as the co—
ordinating group to prepare the sustainable development strategy. The group required and received input from each
departmental branch with respect to A Guide to Green Government. The group prepared a draft strategy based on
that input and circulated it for comment to branches and other departments. Further drafts were sent to provincial
governments and outside organizations for comment. The Executive Committee authorized the formation of a task
force headed by the Assistant Deputy Minister, Corporate Services to “provide advice and guidance on
departmental priorities and on consultations with the community which took place throughout 1997.” JEN has been
charged with following up the implementation of the strategy.

Departmental profile. Appendix B to the strategy describes: Legal Mandate, Mission Statement, Policy Priorities,
and Organization and Business Lines.

Issue scan. The strategy does not include a separate issue scan section. There are four objectives listed, three of
which relate directly to the three pillars of foreign policy — economic growth and prosperity, building peace and
security, and Canadian values and culture — and the other to greening operations. Under each objective, there is
one composite goal, a listing of “Canadian interests” and a series of action plan—issues for each goal. Each action
plan—issues series identifies actions and “milestone indicators”. Objectives, goals and actions are not in any order of
priority.

Consultations. Appendix C to the strategy describes the consultation process. “The consultation process on Agenda
2000 began within the Department in 1995 and was extended in 1996 to include other departments. In 1997, the
process was further broadened to include the business sector, Aboriginal groups, provincial governments, academia,
voluntary and community—based organizations and the general public.” The Department also put consultation drafts
of its strategy on the Internet.

Goals, objectives and targets. Goals, objectives, action plan—issues, actions and “milestone indicators” were
identified. Some “milestone indicators” are time—bounded, but few are measurable in terms of results. They are
generally steps in some (often—complex) process, the expected results of which are not defined.

Action plan. See “Issue scan” and “Goals, objectives and targets” sections above.

Measurement and reporting. In order to measure performance and report on the strategy, the Department will:

e factor sustainable development considerations into the Performance Review and Accountability Structure
and integrate them into the 1998-99 Business Plan; and

e develop mechanisms to ensure ongoing communication and feedback on progress realized toward the
achievement of the Department’s sustainable development goals and objectives by the close of 1998.



Industry Canada

Systems and procedures. Industry Canada co—ordinated the development of its sustainable development strategy
with a steering committee of managers drawn from different responsibility centres of the Department. The steering
committee engaged personnel from across the Department to form a network that provided input to the strategy.
Further, a sustainable development project team was also formed to be responsible for facilitating feedback from
external stakeholders, supporting review of the strategy by senior departmental management and authoring the
strategy document.

Departmental profile. Industry Canada’s strategy presents a discussion of how the Department is committed to
“promote sustainable approaches to the development of the country’s economy.” It accomplishes this in two ways.
Annex 1 of the strategy provides an overview of the mission, role, strategic objectives and lines of business of the
Department. In addressing each of the Department’s strategic objectives, a discussion of Industry Canada’s role is
presented in section three of the strategy. The strategy notes, “Industry Canada’s mission is to foster a growing,
competitive, knowledge—based economy that provides more and better—paying jobs for Canadians; supports
stronger, sustainable business growth; and gives consumers, businesses and investors confidence that the
marketplace is fair and efficient.” The strategy also notes that the Department will promote sustainable development
in pursuing its mission.

Issue scan. In Annex 2 to the strategy, the Department outlines its main activities and results from its issue scan.
The issue scan begins with a “baseline study that included a review of all existing departmental policies, programs
and operations to identify the nature, extent and rationale for the initiatives most closely connected with the concept
of sustainable development.” The study identified current initiatives, sustainable development themes and
positioning and management challenges.

Consultations. Industry Canada solicited input from internal and external stakeholders in developing its strategy.
Annex 3 presents a description of the effort undertaken by the Department to identify stakeholders and their views.
The Department consulted “primarily industry, consumer and environmental groups.” It also used a small group of
external stakeholders to provide input to a refined draft for final consultations.

Goals, objectives and targets. The Department presents a table identifying strategic objectives, priorities and
expected near—term results. The objectives are aligned with existing departmental objectives contained in its
business plan. “For each strategic objective, the Department has established priorities and action plans to
incrementally integrate sustainable development into key areas of departmental activity within committed resource
levels.”

Action plan. The strategy identifies action items for each of its strategic objectives. Of the 27 action items
presented, five identify specific deliverable products “such as a study or publication”. Most action items focus on

“continuing”, “improving” and “enhancing” existing departmental activities. “A challenge will be to track and
measure the results of these activities.”

Measurement and reporting. “Measuring progress involves identifying and reporting the difference that Industry
Canada will make as a result of its first sustainable development strategy.” “Industry Canada is currently developing
a measurement and reporting system that meets both project— and corporate—level needs.” Industry Canada is also



developing “an evaluation framework for periodically assessing the overall effectiveness of the strategy’s
implementation.”



Natural Resources Canada

Systems and procedures. Natural Resources Canada (NRCan) moved early to put the infrastructure in place to
deliver its sustainable development strategy:

e the Assistant Deputy Minister (ADM) for the Canadian Forest Service was designated as the departmental
“champion” for the strategy;

e a working group of senior representatives from all sectors ensured that the strategy was supported
department-wide; and

e acentral branch managed strategy development on a day—to—day basis.

The Department has many of the key systems and procedures in place. For example, an environmental management
system has been implemented, has undergone an internal review and is being strengthened.

Departmental profile. The strategy provides a summary of the Department’s activities by business line, and refers
to some of the relevant legislation and international agreements. It also describes the Department’s role in
advancing sustainable development.

Issue scan. NRCan built on several national efforts, such as the Whitehorse Mining Initiative, and an internal
review of the environmental effects of its operations. This earlier analysis and consultation was combined with
additional consultation for the strategy. Some impacts of the Department’s activities were identified (e.g. effects on
Aboriginal communities) and others implied (e.g. the importance of natural resource industries in Canada). NRCan
did not report a systematic analysis of impacts from either internal operations or external activities. Issues were not
ranked by priority.

Consultations. The Department consulted by: face—to—face facilitated meetings; publishing a discussion paper with
questionnaire on the Internet; and distributing 1200 printed copies of the discussion paper. A wide range of people
and interests were invited to participate. The Department was able to reduce “consultation fatigue” and demands on
interest groups by co—ordinating consultation with other departments. External consultation affected the goals,
objectives, issues and the choice of actions in the strategy.

Goals, objectives and targets. The strategy lists four goals — making better decisions, enhancing long—term social
and economic benefits, maintaining a healthy and safe environment, and putting our house in order — and 13
objectives for the Department’s activities relating to sustainable development. It presents a detailed action plan for
each objective. The Department plans to align the strategy with the Business Plan, ensuring that they both have the
same goals and objectives and use the same performance measures for reporting.

Action plan. The strategy lists actions that will be taken over the next three years to meet the objectives. The lists
are not comprehensive, but highlight some of the important actions. The actions focus on activities rather than
results. The strategy does not identify any priorities among goals, objectives or actions.

Measurement and reporting. The strategy includes draft performance measures, linked to the objectives. The
Department made several commitments to performance management in its strategy:



continuing senior management support at the ADM level;
establishing measures to ensure accountability of senior departmental managers;
reporting periodically to the Departmental Management Committee;

refining common performance measures that will be used for the strategy, the Business Plan and the
Science and Technology Strategy; and

having the Department’s progress reviewed by an independent advisory panel.



Public Works and Government Services Canada

Systems and procedures. Public Works and Government Services Canada (PWGSC) took a decentralized
approach to preparing its sustainable development strategy, which required all assistant deputy ministers and chief
executive officers to develop and implement a strategy within their area. The Corporate Policy and Planning Sector
provided co—ordination and secretariat services for the departmental strategy. The strategy states that an
environmental management system is under development, as well as a Green Citizenship program “aimed at
motivating employees to adopt green practices in the workplace.”

Departmental profile. The strategy states, “PWGSC is uniquely placed to support federal sustainable development
priorities in a positive and proactive manner.” By way of providing context, the strategy describes some of the
legislative, regulatory and international requirements with which the Department must comply.

Issue scan. There is not an explicit issue scan presented in the document. The strategy presents a commitment to
continuous improvement in procurement, fleet management, waste management, water conservation, energy
efficiency, and land use management. No priorities are indicated.

Consultations. In referring to the establishment of a Green Citizenship program, the strategy tells us that “focus
groups, designed to identify the level of support for this initiative among PWGSC employees, have been conducted
in all regions and in headquarters...”. The Department also shared a consultation draft with selected deputy
ministers.

Goals, objectives and targets. The strategy does not explicitly identify goals and objectives; they are dispersed
throughout the document. Targets are not presented, although the strategy states, “specific targets in support of
continuous improvement have been developed by each part of the Department.”

Action plan. The strategy states, “in the transitional period for across—the—board implementation of the PWGSC
Environmental Management System, individual branch action plans will detail objectives for each of the elements
of the strategy for which that branch is responsible, together with procedures for monitoring performance,
measuring and documenting progress, and tracking the nature of and reasons for variances.” The branch strategies
did contain some targets, but they were not consistently clear, measurable and specific.

Measurement, analysis and reporting of performance. The strategy does not explain how the Department will
measure its accomplishments against the targets in the individual branch strategies. However, the Department has
initiated a project to develop a tracking and reporting framework for commitments made in the strategy.
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Working Globally — Canada’s International
Environmental Commitments

Main Points

2.1 The quality of Canada’s environment is affected not only by what Canadians do at home but also by
activities outside Canada’s borders. Air pollution, the deterioration of the ozone layer, climate change, the depletion
of offshore fisheries resources and ocean pollution are all examples of environmental issues that cut across national
borders.

2.2 Countries have increasingly recognized this environmental interdependency and have responded by
developing a wide range of international environmental agreements. Canada has participated actively in negotiating
these agreements and needs to continue doing so in order to protect its national interests.

2.3 Canada has often played a key role in shaping the international environmental agenda, and is a party to a
significant number of international agreements dealing with environmental and sustainable development issues.
Canada devotes considerable time and effort to developing these agreements. For each agreement, there is a
timetable of international work and meetings, as well as a separate domestic process that Canada follows to prepare
its negotiating position.

24 In entering into these agreements, Canada has made commitments to the international community. Canada,
in turn, stands to benefit from the environmental commitments made by the international community.

2.5 A fundamental tenet of international law is that countries will act in good faith to carry out their
international obligations. In some cases, this means that they must translate these obligations into meaningful action
at home. In other cases, the commitments require countries to undertake co—operative efforts at an international
level with other parties to international agreements.

2.6 However, Canada does not systematically track the implementation of its international environmental
commitments. As a consequence, Canada does not have an overall picture of how good a job it is doing at meeting
the obligations it has undertaken: where it has been successful; what gaps remain; what lessons have been learned.
This lack of accessible information is a significant barrier to Parliament’s oversight of the implementation of
Canada’s current and future commitments in this area.

2.7 Having and using adequate information is key to effective management of our commitments. Working with
departments, this Office is constructing a publicly accessible data base of Canada’s international environmental
commitments in an effort to improve accountability by the government to Parliament for their implementation. We
will also continue in—depth analysis of the extent to which selected individual agreements are put into effect. We
expect, however, that Foreign Affairs and International Trade and Environment Canada will work with other
departments on a broader assessment of the extent to which Canada is living up to its obligations under these
agreements.



Introduction

The Globalization of Environmental Problems

2.8 The quality of Canada’s environment is affected not only by what Canadians do at home but also by
activities outside our borders. Air and ocean currents carrying pollutants from other countries directly affect the
health and well-being of Canadians. We share natural systems with the United States to the south, and with other
circumpolar nations to the north. And we contribute to, and suffer the consequences of, changes in the environment
at the global level.

29 Transboundary air pollution, the deterioration of the ozone layer, climate change, the depletion of offshore
fisheries resources and ocean pollution are all examples of environmental issues that cut across national borders.
The long—range transport of air pollution provides a clear example of the Canadian Arctic’s vulnerability to the
actions of our neighbours (see Exhibit 2.1). Domestic actions alone are often insufficient to protect Canadians and
our environment. We need to work with other countries to develop international solutions to international problems.

Exhibit 2.1 is not available, see the Report

2.10 Countries have increasingly recognized this environmental interdependency and have responded by
developing a wide range of international environmental agreements. Canada has often played a key role in shaping
the international environmental agenda, and is a party to a significant number of agreements. In entering them,
Canada has made commitments to the international community. Canada, in turn, stands to benefit from the
environmental commitments made by the international community.

2.11 A fundamental tenet of international law is that countries will act in good faith to carry out their
international obligations. In some cases, this means that Canada must translate these obligations into meaningful
action at home. Other international obligations require Canada to co—operate with other parties to international
agreements. The increased globalization of environmental problems has made it even more important for nations to
act collectively to address them. This has focussed greater attention on countries’ efforts to fulfil their
commitments. Media coverage of high—profile international agreements such as the Montreal Protocol on
Substances That Deplete the Ozone Layer and the United Nations Framework Convention on Climate Change with
its new Kyoto Protocol have given the public an indication of the successes achieved and the difficulties
encountered by countries, including Canada, in meeting their various international commitments and their domestic
policy responses to them.

2.12 Canada’s participation in international efforts to develop international solutions to these problems requires
a serious commitment of resources. According to the recent Business Plan of Foreign Affairs and International
Trade, international programs are a core activity for many departments, with approximately 5,000 public servants
devoting more than 50 percent of their time to international issues.

Focus of the Study

213 This study is part of an ongoing work program to assess how Canada is doing at meeting its international
environmental commitments, and how it can improve its performance. Recent audit work by this Office (see Exhibit
2.2) has focussed on specific agreements, including the Basel Convention on the Control of Transboundary
Movements of Hazardous Wastes and Their Disposal, the Montreal Protocol on Substances That Deplete the Ozone
Layer (the “Montreal Protocol”), the United Nations Framework Convention on Climate Change and the
Convention on Biological Diversity. While these audits also cover issues other than the implementation of



international commitments, certain of the findings raise concerns about Canada’s overall performance with regard to
both its international obligations and its domestic policy response to them.

Exhibit 2.2

Recent Audit Work by the Office of the Auditor General on Issues with International Environmental

Implications

Reference

Conclusions

Responding to Climate Change: Time to
Rethink Canada’s Implementation Strategy
May 1998

Chapter 3

We examined the federal government’s role in implementing the National Action
Program on Climate Change, which is Canada’s response to its international obligations
under the United Nations Framework Convention on Climate Change. Among other
things, we found that no written plan to implement the strategic direction of the
program has been developed and that federal, provincial and territorial roles and
responsibilities for domestic action on climate change have not been clearly defined.

Canada’s Biodiversity Clock Is Ticking
May 1998
Chapter 4

Canada’s primary response to the Convention on Biological Diversity has been the
development of the Canadian Biodiversity Strategy. Our audit revealed that federal
implementation of this Strategy is still in its early stages, as only two of eight federal
biodiversity implementation plans have been completed to date. We question their
usefulness as they do not contain timelines, resources to be allocated, expected results
or performance indicators. We believe an overall federal implementation plan is a
necessary tool to achieve national goals and to judge performance on biodiversity
against our international commitments.

Ozone Layer Protection — The Unfinished
Journey

December 1997

Chapter 27

We looked at Canada’s implementation of its international commitments to control the
use and production of ozone—depleting substances. Among our conclusions were that
“Canada’s accomplishments under the Montreal Protocol compare favourably with,
and in several instances exceed, those of other countries” (paragraph 27.38). However,
our report did point out certain weaknesses in the implementation of these obligations
in Canada, notably in the inspection activities to ensure compliance with the federal
regulatory scheme to control ozone—depleting substances. (section beginning at
paragraph 27.51).

Control of the Transboundary Movement of
Hazardous Waste

April 1997

Chapter 4

Our review of Canada’s regime to control the transboundary movement of hazardous
waste led us to conclude that “Canada is not in a position to know the extent to which it
is living up to its international obligations with regard to preventing illegal traffic at the
border” (paragraph 4.107).

2.14 Our comments in this chapter are directed at international agreements with a primarily environmental
focus, and not at those that deal with the broader social and economic aspects of sustainable development. Although
this study concentrates on legally binding agreements, it also refers to certain non—binding instruments of

recognized international importance.

2.15 This study is more descriptive in nature than our previous work. It provides an overview of the
international environmental agenda and Canada’s role in its development. It reviews the number and nature of
international environmental agreements to which Canada is a party, and the process by which the Government of
Canada enters into them. The study then identifies the information needed to assess how Canada is doing at meeting
its international environmental commitments, as a first step in a process for that assessment. This information can be
used to identify implementation gaps, and to draw lessons that can be applied to the negotiation and implementation
of future agreements. For additional information about the scope and objectives of this study, please refer to the
section entitled About the Study at the end of this chapter.




Study Findings

Canada and the International Environmental Agenda

The international agenda

2.16 Countries have been working together on environmental issues for much of this century. The primary tool
used by the international community to focus collective action has been international agreements. Formal
agreements have been negotiated to establish collective standards of conduct in the form of legally binding
obligations among nations.

2.17 Early international agreements, negotiated in an era when state sovereignty over natural resources was the
guiding principle, focussed primarily on the regulation of boundary water and fishing rights, and the protection of
commercially valuable animals such as migratory birds and fur seals. Over the years, states have increasingly
recognized the importance of conserving natural resources and the shared global commons. The United Nations
Conference on the Human Environment held in Stockholm, Sweden in 1972 marked the beginning of a
comprehensive, multilateral effort to protect, preserve and enhance the environment. Many important agreements
were negotiated in the period surrounding this conference: the 1972 Convention on the Prevention of Marine
Pollution by Dumping of Wastes and Other Matter; the 1972 Convention for the Protection of World Cultural and
Natural Heritage and the 1973 Convention on International Trade in Endangered Species of Wild Fauna and Flora.
By the time of the 1992 Rio Conference on Environment and Development, the number of international agreements
with important environmental provisions had risen from a few dozen to several hundred worldwide.

2.18 Paralleling this increase in numbers, the range of issues covered has become more diverse and the scope of
agreements has broadened. Exhibit 2.3 provides a brief summary of selected major international environmental
agreements. These agreements, covering climate change, air pollution, endangered species, biological diversity and
marine pollution, all represent issues that require international co—operation. They also illustrate the significant
expansion of scope. Whereas earlier international agreements tended to focus on bilateral control of transboundary
pollution and preservation of certain species, the range of issues has since widened to include global pollution
control, conservation of ecosystems, and international control of resource use and activities within national borders
to protect world heritage sites, wetlands and areas of significant biological diversity.

Exhibit 2.3

Selected Major Multilateral International Environmental Agreements

United Nations
Framework Convention
on Climate Change

interim objective: to aim to reduce greenhouse gas emissions to 1990 levels by the year 2000;

. ultimate objective: to stabilize greenhouse gas concentrations in the atmosphere at a level that would prevent
dangerous human interference with the climate system, within a timeframe sufficient to allow ecosystems to
adapt naturally to climate change;

. to ensure that food production is not threatened;

. to enable economic development to proceed in a sustainable manner.

Convention on Long—
Range Transboundary
Air Pollution

e to protect human beings and their environment against air pollution;

e to limit and to gradually reduce and prevent air pollution including long—range transboundary air pollution.

Convention on

International Trade in . to ensure, through international co—operation, that international trade in species of wild flora and fauna does



Endangered Species of
Wild Fauna and Flora
(CITES)

Convention on
Biological Diversity

International
Convention for the
Prevention of Pollution
from Ships (MARPOL)

North American
Agreement on
Environmental Co-
operation

Convention on the
Control of
Transboundary
Movements of
Hazardous Wastes and
Their Disposal (Basel
Convention)

Montreal Protocol on
Substances That Deplete
the Ozone Layer

Convention on Wetlands
of International
Importance Especially
as Waterfowl Habitat
(Ramsar Convention)

Convention on the
Prevention of Marine
Pollution by Dumping of
Wastes and Other
Matter (London
Convention)

not threaten the conservation of the species concerned;

to protect certain endangered species from overexploitation by means of a system of import—export permits.

to ensure the conservation of biological diversity and the sustainable use of its components;

to promote a fair and equitable sharing of the benefits arising out of the utilization of genetic resources,
including by appropriate access to those resources and transfer of relevant technologies, and by appropriate
funding.

to control pollution from ships by requiring parties to adopt standards for the design, construction and
operation of ships and their equipment, as well as port facilities;

to eliminate pollution of the sea by oil, chemicals and other harmful substances that might be discharged in the
course of operations;

to minimize accidental releases of oil as a result of collisions or standings by ships and by fixed or floating
platforms.

to foster the protection and improvement of the environment in Canada, the United States and Mexico and to
promote sustainable development based on co—operation and mutually supportive environmental and economic
policies;

to increase co—operation to better conserve, protect and enhance the environment, including the development
and improvement of environmental laws, regulations, procedures and policies;

to support the environmental goals and objectives of the North American Free Trade Agreement (NAFTA);

to enhance compliance with, and enforcement of, environmental laws and regulations.

to control the transboundary movement of hazardous wastes;
to promote environmentally sound management of waste including disposal and recovery operations;

to assist developing countries and countries with economies in transition in environmentally sound
management of hazardous and other wastes.

to protect human health and the environment against adverse effects resulting or likely to result from human
activities that modify or are likely to modify the ozone layer;

to equitably control and eventually eliminate total global emissions of ozone—depleting substances;

to phase-out production and consumption of certain ozone—depleting substances, as well as to reduce and
eliminate trade in these substances.

to encourage the conservation and wise use of wetlands by national action and international co—operation;
to stem the progressive encroachment on and loss of wetlands now and in the future;

to include national wetlands in a List of Wetlands of International Importance.

to control and prevent marine pollution caused by dumping at sea of wastes and other matter from vessels,
aircraft, platforms and other man—made structures;

Annexes I and II to the Convention describe the wastes or other matter for which dumping is either banned or
is made subject to the prior obtention of a permit;

Annex III sets out factors to be considered in establishing domestic permit systems.



2.19 The trend toward more international agreements of wider diversity and scope has been accompanied by a
third trend: efforts to encourage the broad participation of nations. There has been a growing recognition that global
environmental challenges now require an unprecedented degree of collaboration between the industrial and the
developing worlds. However, the various parties have discrete and wide—ranging interests, contribute to global
environmental problems to varying degrees and have different financial, institutional and technical capacities to
address the problems.

2.20 As a consequence, recent international environmental agreements have incorporated mechanisms that not
only encourage nations to undertake commitments but also provide them with the means of fulfilling them. This
includes differentiating commitments according to the capacities of countries and the extent to which they
contribute to environmental problems. The Montreal Protocol, for example, provides a grace period for developing
countries to comply. Other techniques involve providing financial assistance to help less developed countries pay
for implementation measures they otherwise could not afford, as well as providing for technology transfer and
exchange of information.

Legally binding agreements vs. non-binding instruments

2.21 Although international environmental agreements vary widely in form and substance, they all create
binding legal obligations on countries that become party to them. They are agreements between states or between
states and international organizations, and are governed by international law. They are called by a variety of names
such as treaty, convention and protocol.

2.22 However, the international community also resorts to a variety of non—binding instruments to encourage
nations to work toward common goals. These include international declarations of principle, codes of conduct,
guidelines, and resolutions of international bodies such as the United Nations General Assembly. Prominent
examples of non-binding instruments are the 1972 Stockholm Declaration on the Human Environment and the 1992
Rio Declaration on Environment and Development. Both set out general principles of environmental protection and
sustainable development to guide the conduct of nations. Neither is legally binding.

2.23 Legally binding agreements are used when there is sufficient consensus within the international community
on the concrete steps required to meet prescribed goals and targets. Non—binding instruments tend to be used in
situations where nations are unwilling to bind themselves initially to legal obligations but recognize the need to
commit to working toward a common solution (see Exhibit 2.4).

Exhibit 2.4

Importance of Non-binding Instruments

Non-binding instruments have made important contributions to international environmental law and policy making. The very
fact that they do not generate legal obligations gives this approach advantages over the negotiation of legally binding
agreements:

e  Nations often may be more willing to enter into non—binding instruments in situations where scientific evidence is inconclusive but
where nonetheless a precautionary approach is required, or else where economic costs are uncertain or burdensome.

e  The formative process is not as lengthy, which allows these instruments to be negotiated and to be endorsed more quickly than
legally binding agreements. In addition, there are no time delays in their coming into force as there are for legally binding
agreements.

e  Non-binding commitments carry a moral and political authority that may affect state behavior through the pressure of
“international public opinion” as if they were legal in nature.




. States often incorporate principles and concepts (such as the precautionary principle) derived from non-binding instruments into their
domestic laws and policies, thereby laying the foundation for their participation in later negotiating legally binding international agreements.

2.24 With the proliferation of international environmental agreements, a common thread or template has
developed for the types of provisions generally found in legally binding agreements. Exhibit 2.5 outlines the typical
features of such an agreement.

Exhibit 2.5

Typical Features of an International Environmental Agreement

International environmental agreements typically have the following main components:

e  An introductory preamble and, in some cases, a statement of guiding principles

e A statement of objectives of the agreement

e  Substantive commitments by the parties

e  Provision for establishing a secretariat or similar organizational body with administrative and co—ordinating functions
e A requirement for the parties to report on their efforts to implement and comply with agreement obligations

e  Provisions for monitoring, reviewing and amending the agreement

e  Dispute settlement provisions

. Provisions for regular meetings of the parties to develop and approve work programs, to discuss implementation issues, and to update the
agreement through Protocols or Annexes

Compliance issues at the international level

2.25 New focus on implementation and compliance. Until very recently, the efforts of the international
community had been concentrated on developing new international environmental agreements. However, there has
been growing recognition that for these agreements to accomplish their objectives, greater attention must be paid to
ensuring that the nations who are party to them actually carry out their obligations. Nonetheless, a lack of both
compliance information and compliance mechanisms presents serious constraints to ensuring compliance.

2.26 Limited compliance information. Many international environmental agreements require parties to report
on their progress in implementing the agreement. The information supplied varies according to the subject matter of
the accord; for example, numbers of permits issued for controlled activities such as dumping or transborder
movement of hazardous waste, or data on air emissions.

2.27 Reporting on efforts to implement agreements is the backbone of compliance. However, the effectiveness
of reporting mechanisms has been called into question. A 1992 study carried out by the General Accounting Office
of the United States concluded that, for the international agreements it examined, information was reported late,
incompletely or not at all, making it impossible to gain a comprehensive view of compliance. Although, under many
agreements, secretariats have provided parties with standardized formats to facilitate and encourage reporting, poor
reporting in developing countries is often related to a lack of financial and technical resources to gather data.




2.28 Recently, there have been some initiatives to study and compare national implementation and compliance
under certain international agreements in selected countries. The data base described in paragraph 2.77 is one such
attempt to assemble information to build a key public accountability tool for Canada’s implementation efforts.

2.29 Limited compliance mechanisms. The Vienna Convention on the Law of Treaties requires that treaty
commitments be carried out in good faith. This is one of the foundations of international law. In theory, if a nation
fails to abide by its commitments, other parties to an agreement can hold it to account. Many international
environmental agreements include dispute settlement provisions that require parties to negotiate in good faith when
disputes arise over the interpretation or application of the agreement. Some agreements also contain non—
compulsory dispute settlement mechanisms, such as arbitration or hearings before the International Court of Justice.

2.30 In practice, action to enforce international environmental obligations is rarely initiated. Instead, countries
are held accountable in large part through the force of peer pressure and domestic and international public opinion.
The risks associated with non—compliance, including erosion of a country’s reputation both at home and abroad, are
perceived as persuasive elements to promote the fulfilment of treaty obligations. The media attention brought to
bear on worldwide compliance issues regarding prominent international agreements such as the United Nations
Framework Convention on Climate Change, and the issuance of “performance report cards” by international
environmental non—government organizations, may well serve as additional prompting to encourage nations to carry
out their commitments.

231 The new mechanisms to promote and encourage compliance, referred to in paragraph 2.20, include:

» financial assistance and other financial incentives to help less developed countries pay for implementation
measures;

+ technology transfer and information exchange to facilitate access by less developed countries to
environmentally friendly technology as well as to training and information;

« non-—confrontational and conciliatory procedures to deal with situations of non—compliance. For example, the
non—compliance procedures under the Montreal Protocol are designed to provide maximum opportunities to
promote compliance, rather than to inflict punishment. They allow for self-reporting on compliance problems,
enable parties to raise concerns about the conduct of other parties and establish an Implementation Committee that
makes recommendations to encourage compliance;

+ trade measures to discourage trade with countries not party to an agreement and to encourage those countries
to become parties to the agreement;

+ trade sanctions to punish behaviour of parties to an agreement whose actions contravene the provisions of the
agreement; and

+ joint or shared implementation whereby, for example, a country can partially meet its emission reduction
targets by offsetting its domestic emissions with projects to finance emission reductions in other countries.

Canada’s involvement

2.32 The global trend toward more agreements that address increasingly complex issues is reflected in Canada’s
international environmental activities. Canada’s involvement dates to as early as 1909 with the conclusion of the

Boundary Waters Treaty between the United States of America and Great Britain (acting on behalf of Canada). The
treaty established the International Joint Commission — the first permanent joint organization between Canada and



the United States — to apply the rules for boundary water use set out in the treaty. The accord was also one of the
first international agreements containing provisions relating to transboundary pollution.

2.33

Since then, Canada has signed an increasing number of agreements. It is now a party to or has endorsed

over 230 binding international agreements and non—binding instruments dealing with environmental issues. Exhibit
2.6 is a time line showing when certain key international environmental agreements and instruments were signed or
endorsed by Canada. Exhibit 2.7 illustrates the accelerating pace of Canada’s involvement in international

environmental diplomacy since the turn of the century.
Exhibit 2.6

1900
Canada’s Progressive Involvement in International Environmental
Agreements and Instruments

1970

1972

+ Canada - U.S.A. Great Lakes Water Quality Agreement

+ Stockholm Declaration on the Human Environment

» Convention on the Prevention of Marine Pollution by Dumping of
Wastes and Other Matter

« Convention Concerning the Protection of the World Cultural and
Natural Heritage

1980

1985

+ Vienna Convention on the Protection of the Ozone Layer

+ Protocol to the 1979 LRTAP Convention on the Reduction of
Sulphur Emissions or Their Transboundary Fluxes by at Least 30
percent

+ Canada - U.S.A. Agreement Concerning Pacific Salmon

1909

. Treaty between the United States and Great Britain Relating to
Boundary Waters, and questions arising between and the United
States and Canada

1916

. Convention between the United Kingdom and the United States
of America for the Protection of Migratory Birds in Canada and
the United States

1946

. International Convention for the Regulation of Whaling (Canada
withdrew in 1982)

1963

e  Treaty Banning Nuclear Weapons Tests in the Atmosphere, in
Outer Space and Under Water

1971
. Convention on Wetlands of International Importance Especially
as Waterfowl Habitat

. 1973
Convention on International Trade in Endangered Species of
Wild Fauna and Flora (CITES)

. 1978
Protocol of 1978 Relating to the International Convention for the
Prevention of Pollution from Ships, 1973 (MARPOL 73/78)

. 1979
Convention on Long-range Transboundary Air Pollution

(LRTAP)

1982

. United Nations Convention on the Law of the Sea (signed but not
ratified)

. 1986

Canada - U.S.A. Agreement on the Transboundary Movement of
Hazardous Waste
. 1987
Montreal Protocol on Substances That Deplete the Ozone Layer
. 1989
Basel Convention on the Control of Transboundary Movements
of Hazardous Wastes and Their Disposal



1990
. 1991
«+ Canada/United States Air Quality Agreement
« NOx Protocol to the 1979 LRTAP Convention
+ Declaration on the Protection of the Arctic Environment

1992
+ United Nations Framework Convention on Climate Change
+ Convention on Biological Diversity . 1993
+ Agenda 21 North American Agreement on Environmental Co—operation
» “Rio Declaration” (United Nations Declaration on Environment & . 1994
Development) « International Tropical Timber Agreement
+ Statement of Guiding Principles on Forests « Protocol to the 1979 LRTAP Convention on Further Reductions
of Sulphur Emissions
. 1995
UN Agreement on Straddling Fish Stocks and Highly Migratory
Fish Stocks (signed but not ratified)
. 1996
Comprehensive Nuclear Test Ban Treaty (signed by not ratified)
1997

+ Kyoto Protocol on Climate Change (signed by not ratified)
+ Canada—Chile Agreement on Environmental
Co-operation
2000

Exhibit 2.7 is not available, see the Report

2.34 Until the early 1940s, Canada was entering into one or two agreements a decade, many of them bilateral
agreements with the United States that dealt with issues of transboundary water use. The number of agreements and
their scope increased gradually over the next 20 years to include multilateral agreements, in areas such as whaling
and nuclear testing. As noted earlier, the international environmental agenda picked up pace significantly following
the Stockholm Conference in 1972, and reached a peak in the early 1990s. During that time, Canada concluded a
mix of bilateral agreements (mainly with the United States) and multilateral agreements (having global or regional
implications).

2.35 As caretaker of one of the largest and most ecologically diverse territories in the world, Canada faces a
wide range of environmental issues. The international agreements signed by Canada reflect this diversity of
concerns. They cover subjects ranging from the protection of fragile Arctic ecosystems to transboundary movement
of hazardous waste, from the protection of wild flora and fauna to air and atmospheric issues.

2.36 The subject of the largest number of our international environmental agreements is fisheries and ocean
issues (see Exhibit 2,8). Canada’s extensive coastline has given it a long—standing interest in maritime issues. These
agreements include a range of bilateral, regional, and multilateral fisheries accords as well as pollution protection
agreements to prevent marine degradation from dumping or oil spills.

Exhibit 2.8 is not available, see the Report

2.37 Many of Canada’s international agreements are bilateral and, not surprisingly, are with the United States.
Our 9,000 kilometres of shared border and our close trade and economic ties mean that bilateral environmental
issues with the United States continue to figure prominently in Canada’s international environmental agenda.
Important bilateral accords such as the Canada/US Air Quality Agreement and the Great Lakes Water Quality
Agreement have been instrumental in establishing protection regimes over shared air and water resources.

2.38 In addition to being party to a wide range of agreements, over the years Canada has played an active role in
the development of a variety of international environmental accords. It has built a reputation for neutrality and fair



play and as an honest broker, at times assuming a leading role in global efforts to protect the environment and
promote sustainable development. For example, Canada’s leadership in establishing the international regime for
protection of the ozone layer (the Montreal Protocol) is widely acknowledged, as is its central role in the
development of the 1995 United Nations agreement to protect straddling fish stocks and migratory fish stocks.

2.39 Canada also hosts the secretariats for key global and trilateral agreements. The Commission for
Environmental Cooperation under the North American Agreement on Environmental Cooperation is located in
Montreal, as is the Secretariat for the Convention on Biological Diversity and the Secretariat for the Multilateral
Fund under the Montreal Protocol.

240 Canada’s alliances to foster environmental protection extend to regional and hemispheric agreements in the
context of trade relations. The regional North American Agreement on Environmental Cooperation with Mexico and
the United States was concluded in 1994. A similar co—operation agreement was signed with Chile in 1997, and it is
anticipated that environmental considerations will form part of the discussions in upcoming negotiations for a
proposed free trade agreement covering North, Central and South America.

The current negotiating agenda

241 Canada continues to play a part in ongoing international efforts to deal with environmental and sustainable
development concerns at both the regional and global levels. Exhibit 2.9 illustrates the types of agreements that
Canada is in the process of negotiating. A number of them are new multilateral agreements; others involve new
protocols under existing agreements. Pollution and hazardous substances figure prominently in the current
negotiating agenda, as does biotechnology.

Exhibit 2.9

Canada’s International Environmental Agenda

New and Emerging Legally Binding Multilateral Agreements

e International Forests Convention. Canada is seeking to launch negotiations on this convention that would build upon the
Statement of Guiding Principles on Forests that emerged from the 1992 Rio Earth Summit. This international convention would
establish global rules for sustainable forest management. Canada is part of the Intergovernmental Forum on Forests that was
established in June 1997.

e  Global Convention on Persistent Organic Pollutants (POPs). The long-range transport of POPs from foreign sources is of
particular concern to Canada, given increasing evidence of POPs contamination in the Canadian Arctic and the Great Lakes. These
pollutants are slow to degrade, accumulate in fatty tissue and bioconcentrate as they move up the food chain. The United Nations
Environment Program has decided to convene an intergovernmental negotiating committee to expedite development of a binding
global POPs Convention. The first meeting of the Intergovernmental Negotiating Committee will be held June 29 to July 3, 1998 in
Montreal.

e  Convention on Prior Informed Consent Procedures to Govern Trade in Certain Hazardous Chemicals and Pesticides. The
Convention will put existing United Nations Environment Program (UNEP) and Food and Agriculture Organization (FAO)
guidelines on prior informed consent procedures into legally binding form. These procedures provide a means for obtaining and
disseminating decisions of importing countries regarding the import of banned or severely restricted chemicals and certain
pesticides. The Convention will be open for signature at a diplomatic conference to be held in Rotterdam, the Netherlands in
September, 1998.

Protocols under Existing International Environmental Agreements

e  Biosafety Protocol under the Convention on Biological Diversity. This protocol is intended to establish procedures for the safe
transfer, handling and use of living modified organisms resulting from biotechnology that may have an adverse effect on the
conservation and sustainable use of biological diversity. Negotiations for this Protocol should be concluded by the end of 1998.

e  Liability and Compensation Protocol under the Basel Convention on the Control of Transboundary Movements of




Hazardous Wastes and Their Disposal. This protocol would establish a civil liability framework to provide timely compensation
to victims of accidents arising from the transboundary movement of hazardous wastes. Negotiations on this Protocol are expected
to continue well into 2000.

e  Comprehensive Protocol to the 1972 Convention on the Prevention of Marine Pollution by Dumping of Wastes and other
Matter. This Protocol, which substantially modifies and updates the provisions of the original 1972 Convention, was finalized and
adopted by certain countries in 1996. Canada is expected to accede to the Protocol once domestic legislative amendments are in
place.

Three further Protocols under the United Nations Convention on Long-range Transboundary Air Pollution ( a regional
convention encompassing members of the Economic Commission for Europe as well as Canada and the United States):

e  Protocol on Persistent Organic Pollutants (POPs). This regional protocol covers all East and West European countries as well as
the U.S. and Russia, some of the major sources of POPs of concern to Canada. Canada chaired the working group that produced the
draft protocol, which should be ready for signature in June 1998.

e  Protocol on Heavy Metals. The main impetus for this protocol is the growing realization that heavy metals such as lead, cadmium
and mercury travel long distances in the atmosphere and are deposited far from their source. It is slated for signature along with the
POPs Protocol in June 1998.

. Nitrogen Oxides and Related Substances Protocol. This protocol is intended to establish emission control measures to combat
acidification, ground-level ozone and other consequences associated with the transboundary atmospheric movement of pollutants.
Negotiations on the protocol are scheduled to begin in 1998.

Developing International Environmental Agreements

242 Canada devotes considerable time and effort to developing international environmental agreements. For
each agreement, there is a timetable of international work and meetings as well as a separate domestic process that
Canada follows to prepare its negotiating position.

The international process

243 The international process for developing multilateral international environmental agreements can be
lengthy and cumbersome. This is inevitable when trying to reach consensus among many nations, all with varying
levels of industrial development, technical capabilities, resources and environmental priorities or concerns. The
process can span several years, and proceeds in stages. Exhibit 2.10 is a simplified representation of what is a
complex process for multilateral agreements.




Exhibit 2.10

Developing International Environmental Agreements

International community identifies
issue and produces discussion papers
to raise awareness

Consensus reached internationally to
launch negotiations for international
acreement

Nations prepare their respective
negotiating positions

Nations meet to negotiate the
agreement

Diplomatic conference to conclude
the agreement

Nations sign the agreement

Nations ratify and agree to be bound
by the agreement

Agreement enters into force

Meeting of the Conference of the
Parties to the agreement to initiate
work program, review progress and
negotiate any amendments

244 Initial call to action. The process generally begins with the scientific community identifying a hazard, and
building sufficient scientific certainty to persuade governments to take collective action. This stage in the process



can take a significant amount of time. For example, scientists had identified chlorofluorocarbons (CFCs) as
contributors to the thinning of the stratospheric ozone layer as early as 1974. However, it was not until the
discovery of a large hole in the ozone layer over the Antarctic in 1985 that countries agreed to the control measures
set out in the 1987 Montreal Protocol.

2.45 Negotiation. Once there is an international consensus on the need for joint action on a problem,
negotiations are normally launched through an international organization, often a United Nations body. Country
representatives meet periodically in working groups to negotiate the text of a draft agreement. Over an 18— to 24—
month period, four or five sessions may be required, each lasting one to two weeks. Between sessions, nations
develop and refine their own positions in light of their particular domestic interests and capabilities.

2.46 Once the working groups have developed a draft agreement, negotiating delegations from each nation meet
in a formal plenary session. They then break out into smaller, more informal sessions to negotiate the text of the
agreement. For example, six negotiating sessions of two weeks each over a period of approximately 16 months were
required to conclude the United Nations Framework Convention on Climate Change. The negotiating sessions were
supplemented by other informal meetings among groups of countries. To promote a particular position, nations
often seek alliances with other countries seen to have similar interests.

2.47 Signature. Once the text has been finalized, a diplomatic conference is convened to conclude the
agreement and approve it in principle. The agreement is then opened for signature. Signature can take place either
immediately or over a period of months after the convention is finalized.

248 Ratification. Signature of an agreement does not mean that the signing nation is automatically bound by it.
Most multilateral treaties also require the signing states to ratify the treaty. This is often accomplished by the
country issuing an instrument of ratification. In Canada, both signature and ratification require federal order—in—
council approval. In the interim period between signature and ratification, countries are obliged under international
law to refrain from doing anything to frustrate the intent of the treaty.

2.49 As a matter of policy, Canada will not ratify a convention until it is sure that it is in a position to comply
with the accord. This can mean enacting laws or regulations to meet new international standards, ensuring that the
necessary administrative structures are in place or adopting appropriate policies and strategies. In Canada, these
implementing activities may be required at both the federal and provincial levels.

2.50 Entry into force. The date a treaty enters into force is the date from which its provisions can legally be
enforced against the nations that have ratified it. In some cases, the treaty provisions will provide that it enters into
force after a specified number of nations have ratified it. Often, before a treaty enters into force there is a process by
which an interim work program is developed to ensure that no time is lost in implementing the agreement’s
provisions once it does come into force.

2.51 Meetings to review and amend. Treaties provide for ongoing meetings of the parties at regular intervals.
Initially, the parties choose a location for the secretariat office, and establish a budget and schedule for regular
meetings. Thereafter, parties meet to develop, approve and review work programs and budgets, review progress,
make decisions about the interpretation of the agreement’s provisions and, if appropriate, make adjustments or
amendments to take into account new scientific or technological advances. In many cases, treaties provide that
parties must report to an identified supervisory body about measures they have taken to implement the provisions of
the treaty.

The domestic process

2.52 To participate effectively in these international processes, Canada must develop a negotiating position to
take to the international bargaining table. Exhibit 2.11 illustrates the domestic process for preparing Canada’s



negotiating position. Although all the elements shown form part of the process, their sequence and the importance
attached to each one may vary from one agreement to another.



Receipt of information from Exhibit 2.11
international and domestic
scientific groups or organizations Developing Canada’s Negotiating Position

Lead federal department uses
this information to prepare a
draft position

Core Group
Consultation with industry I :
. . . . . ’ nformal consultation through
Consultation with other . Cons.ultatlon \fvnh. environmental, labour, staff in diplomatic missions in
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Lead department reformulates
draft position

Preparation of Memorandum to
Cabinet

Circulation of position to other
affected federal departments,
provinces & non-governmental
organizations for final comment

Memorandum to Cabinet for
consideration and approval

Foreign Affairs and International
Trade issues delegation
instructions




2.53 Canada’s domestic process is centered on consultation. The cross—cutting nature of environmental
issues and the structure of our federal system of government make consultation integral to the development of
Canada’s negotiating position. At the interdepartmental level, consultation helps ensure that the impact of proposed
agreements on policy and sectoral interests are addressed across the federal government. Provincial and territorial
consultation occurs when local natural resources or regional business interests are affected, and when provincial and
territorial action is required for implementation. Consultations are also carried out with non—governmental
organizations representing business, industry, environmental, labour and other interests. The process is an iterative
one; consultations on the Canadian position are repeated after each international round of negotiations on a
particular agreement.

2.54 The negotiating stance. In some instances, Canada will negotiate an agreement on the basis of programs
or laws it already has in place. In these situations, Canada would not be required to initiate any new domestic
programs to comply with its international obligations. Such was the case with the 1985 Protocol on sulphur
emissions under the Convention on Long—range Transboundary Air Pollution. That Protocol required parties to
reduce emissions by 30 percent — a target that Canada had already established and was implementing through its
Canadian acid rain abatement program.

2.55 In other cases, however, signing an agreement will require new domestic action. For example, the Basel
Convention on the Control of Transboundary Movements of Hazardous Waste and Other Matter led to regulatory
changes to bring Canada’s standards into line with new international norms.

2.56 Departmental roles and responsibilities. Foreign Affairs and International Trade has the mandate to
manage and conduct international negotiations, and to sign the resulting agreements on behalf of Canada. Although
this Department is always part of the negotiating delegation, the lead responsibility is often given to or shared with
the federal department having the expertise in the area of concern. In the environmental field, Environment Canada
plays a key role in this process. Both the Department of Justice and Foreign Affairs and International Trade share
the responsibility for advising on the legal implications of entering into treaties. For Foreign Affairs and
International Trade, the international trade portion of its mandate poses a challenge in balancing the trade and
environmental aspects of certain agreements.

2.57 Interdepartmental consultations. The lead department uses the information developed by international
scientific expert groups or organizations to prepare an initial draft Canadian position. This draft is then circulated to
other federal government departments for comment. The objective is to obtain a view that is representative of the
federal government as a whole.

2.58 A core group of federal departments most directly concerned with the subject matter of the agreement is
generally formed, with a steering committee that focusses on ensuring that deadlines for preparing Canada’s
negotiating position are met. For agreements with an environmental focus, this core group often comprises
Agriculture and Agri-Food Canada, Environment Canada, Finance Canada, Fisheries and Oceans, Health Canada,
Industry Canada, Natural Resources Canada, and Transport Canada. The membership changes depending on the
topic of the agreement under negotiation.

2.59 Provincial and territorial consultation. Negotiation, ratification and implementation of international
environmental agreements can pose a particular challenge for Canada because of shared jurisdiction for
environmental matters. The federal government has the right to enter into agreements on behalf of Canada.
However, implementing them may require action by the provincial and territorial governments if the subject matter
of the agreement falls under their jurisdiction. Consultation with provinces and territories, therefore, is a key
element not only in building a national consensus on Canada’s negotiating position but also in ensuring successful
implementation once the agreement is concluded. These consultations are often done through the Canadian Council
of Ministers of the Environment, which consists of the environment ministers of the federal, provincial and
territorial governments. Sometimes other ministerial councils, such as that of energy ministers, are also involved.



2.60 Each international negotiation session for an agreement requires a series of parallel domestic efforts to
brief provinces and territories on new developments and to seek further input as the Canadian negotiating position
evolves. The interplay between the domestic and international processes in negotiating international agreements
poses a significant challenge, not only to provide adequate resources but also to build sufficient flexibility into the
domestic process to allow for a timely and comprehensive response from provinces and territories.

2.61 Other consultations. During the process, and depending on the subject matter of the agreement, the input
of representatives from industry, environmental, labour, Aboriginal and other organizations is sought. Canada has
been innovative in that it is one of the few nations to include representatives from non—governmental organizations
on its negotiating delegations. This policy was instituted at the 1992 Rio Conference on Environment and
Development and continues to date for many of the new agreements and protocols currently under negotiation.

2.62 Informal consultations may also be carried out through staff in Canadian diplomatic missions in selected
foreign countries. This can give the government an early indication of the nature and range of positions being taken
by other countries.

2.63 Refining the negotiating position. After the consultation process is completed, the lead department
reformulates the draft position and circulates it for final comment among the federal departments, provincial and
territorial governments and non—governmental organizations affected. A Memorandum to Cabinet is prepared by
the lead department, setting out a proposed Canadian position and describing possible alternatives. It provides
background information on the issues, sets out the consequences of proposed courses of action and provides the
parameters within which the negotiation position is developed. It may be required at various points in the
negotiating process depending on a number of factors, including the nature of the subject matter of the agreement.

2.64 Before the delegation attends the international negotiations, Foreign Affairs and International Trade issues
delegation instructions, based on Cabinet direction when provided, to guide the Canadian delegation at the
international negotiating table.

2.65 As already noted, the international process involves several negotiating sessions. This necessitates
repeating the domestic consultation process at each stage to shape the Canadian position in light of developments at
the international negotiating table.

Implementing International Environmental Agreements

2.66 As the previous sections illustrate, countries such as Canada devote a considerable amount of time and
energy to the negotiation of international environmental agreements. The development of these accords has been a
major preoccupation of the international community and underlines the importance attached to this tool of
international co—operation.

2.67 However, more attention is now being brought to bear on the implementation of treaty commitments.
Given the enormous potential of these accords to transform the ways humanity uses the planet, putting
environmental treaty commitments into effect requires that sufficient time and effort be directed toward translating
them into meaningful action at home and abroad.

2.68 Exhibit 2.12 sets out some of the commitments Canada has made under three key international agreements:
the Convention on International Trade in Endangered Species of Wild Fauna and Flora, the Montreal Protocol on
Substances That Deplete the Ozone Layer and the Convention on Biological Diversity. These treaties illustrate the
range of obligations Canada has assumed, including reporting, technology transfer, institution of control measures,
information exchange and financial assistance. The exhibit also shows that implementation may require not only
national but also international measures.



Exhibit 2.12

A Sampling of Commitments under Three Key International Environmental Agreements

Convention on International Trade in Endangered Montreal Protocol on Substances That

Species of Wild Fauna and Flora (CITES, 1973)

Deplete the Ozone Layer, 1987

Convention on Biological Diversity, 1992

Control Measures

Parties are required to establish an import/export
permitting system to regulate trade of specimens of
species covered by the Convention (animals and plants
requiring protection are classified into three appendices).
Parties are required to follow requirements governing the
form and treatment of trade permits and certificates and
the identification of specimens, etc.

Canada must designate a management authority and
scientific authority for the purpose of the Convention.

Parties are required to try to minimize use and emissions
of ozone—depleting substances (ODS) by all practical
steps.

Canada is required to reduce and eliminate the production

and “consumption”1 of “‘controlled substances”
according to binding targets and schedules. Phase—out
schedules vary according to the class of ODS, e.g. the
phase—out date for chlorofluorocarbons (CFCs) was
January 1, 1996. Canada is required to phase out Methyl
Bromide by 2005.

Canada is required to develop new strategies, plans or
programs, for the conservation and sustainable use of

biological diversity2 (or adapt existing ones).

Parties are required to establish a system of protected
areas or areas where special measures need to be taken to
conserve biological diversity.

Parties are obliged to rehabilitate and restore degraded
ecosystems and promote the recovery of threatened
species by developing and implementing plans or other
management strategies.

Canada is required to regulate, manage or control the risks
associated with the use and release of living organisms
modified by biotechnology that are likely to have adverse
environmental impacts.

Trade Measures

Canada is required to take measures to enforce the
provisions of the Convention and prohibit trade in
specimens in violation thereof (by penalizing trade in, or
possession of, such species and confiscating and returning
such specimens).

With regard to CFCs and halons, parties are required to
ban their import from, and export to, any country not party
to the Protocol.

Parties are required to discourage the export to any
country that is not a party to the Protocol of technology
for producing and utilizing CFCs, halons, etc.

Financial Assistance

Canada is urged to provide funding domestically and on a
bilateral basis to developing countries to undertake
research and development and activities on ODS
alternatives for laboratory and analytical uses.

For the period 1997-1999, Canada contributes over $US 5
million annually to the Multilateral Fund established
under the Protocol. The Fund provides financial assistance
to qualified developing country parties to assist them in
implementing their control obligations.

Canada is required to provide financial support and
incentives for national activities that are intended to
achieve the objectives of the Convention.

Canada is required to provide new financial resources to
developing countries that are parties to the Convention to
enable them to meet the costs associated with
implementing measures for the conservation and
sustainable use of biological diversity.




Exchange Of Information and Data Collection

Parties are required to maintain records of trade in species
covered by the Convention, (including numbers and types
of permits granted, the countries with which trade
occurred and types of species traded).

Parties are required to share information on best
technologies, alternatives to controlled substances and
public education.

Parties are required to facilitate the exchange of
information relevant to the conservation and sustainable
use of biological diversity, taking into account the special
needs of developing countries.

Reporting

As a party, Canada is required to forward reports to the
Convention secretariat describing the following: data on
trade in regulated species; and a description of
implementation and enforcement measures taken.

Canada is required to submit a yearly report to the United
Nations Environment Program containing data on its
production, destruction, trade and recycling of controlled
substances.

Canada is required to submit reports to the Conference of
the Parties on measures taken to implement the
Convention and their effectiveness in achieving its
objectives.

Monitoring

Canada is required to monitor export permits granted, and
actual exports of certain species and take measures if
necessary to maintain the species consistent with its role
in the ecosystem and well above the level at which it may
become threatened with extinction.

Parties are required to monitor the effects of processes and
activities that have or are likely to have significant adverse
impacts on conservation and sustainable use of biological
diversity.

Co—operation

Parties are required to co—operate in promoting research,
development and exchange of information on the best
technologies for improving containment, recovery,
recycling or destruction of controlled substances or
otherwise reduce their emissions.

Canada, as a Party, is required to promote international
technical and scientific co-operation, particularly with
developing countries, for the conservation and sustainable
use of biological diversity.

Technology Transfer

Parties are required to take steps to ensure that the best
available environmentally safe substitutes (for ODSs) and
related technologies are expeditiously transferred to
developing countries that are parties to the Protocol.

Parties are required to undertake to provide and facilitate
access for transfer of technologies related to the
conservation and sustainable use of biological diversity
under fair and favourable terms especially to developing
countries (consistent with the adequate protection of
intellectual property rights).

Notes: | Under the Montreal Protocol “‘consumption” does not mean ‘‘use”; rather it is a formula for the net supply of ODS into a country.

2 Biological diversity means “the variability among living organisms from all sources; this includes diversity within species, between species and of ecosystems”.




2.69  Domestic implementation. On the domestic front, it may mean enacting new laws and regulations to bring
domestic legislation into harmony with international requirements. In the Canadian context, action by more than one
level of government may be required. It may also entail administrative action such as establishing programs for
research, monitoring and enforcement. For example, the Montreal Protocol required Canada to adopt new
regulations to bring its control measures for ozone—depleting substances into line with international norms.
Similarly, federal legislation and regulations reflect the import/export permit system requirements under the
Convention on International Trade in Endangered Species of Wild Fauna and Flora. The federal government
adopted a federal Biodiversity Strategy to fulfil a requirement under the international convention. All three
agreements require Canada to submit reports to a central international body on various aspects of its implementation
performance.

2.70 International implementation. Internationally, agreements may commit Canada to contribute toward
enhancing the implementation capacity of other nations through information sharing, technology transfer or
financial aid. Encouraging implementation and compliance by developing countries through these various forms of
assistance is a major trend of recent international environmental agreements. Both the Montreal Protocol and the
Convention on Biological Diversity illustrate this trend. For instance, the Montreal Protocol requires parties to
provide financial assistance to qualified countries who are parties to the Protocol, to assist them in implementing
their control obligations. In addition, both the Montreal Protocol and the Convention on Biological Diversity oblige
Canada to facilitate the transfer of technology to developing countries as well as to promote technical and scientific
co—operation.

Improving Our Knowledge Base

2.71 While Canada is party to a large number of international environmental agreements, it does not
systematically track its performance in implementing its commitments under them. Because information on
implementation and compliance with international environmental agreements is spread throughout the various
branches and divisions of departments with implementation responsibility, Canada does not have an overall picture
of how good a job it is doing at meeting its international obligations: where it has been successful; what gaps
remain; what lessons have been learned. This failure to consolidate information is a significant barrier to
Parliament’s oversight of the implementation of Canada’s international environmental commitments.

2.72 A thorough assessment of Canada’s implementation performance would require, at a minimum,
information in four areas:

+  What has Canada committed itself to do?

+  What actions are required to meet those commitments?

+  What actions have been taken?

+  How successful have these actions been in fulfilling Canada’s commitments?

2.73 What are Canada’s commitments? In the course of carrying out this study, we were unable to locate a
comprehensive listing of the environmental and sustainable development commitments Canada has made. In other
words, there is no ready answer to the first question.

2.74 The Treaty Section of Foreign Affairs and International Trade does publish annually a list of all bilateral
and multilateral treaties in which Canada is involved, ranging from culture to peacekeeping, from trade to
development aid. A separate listing is kept for non-binding Memoranda of Understanding. The treaty list shows



dates of signature, ratification, and entry into force of an agreement and assigns it a Canada Treaty Series number
for reference purposes.

2.75 The list provides no information on the specific commitments made under each agreement. This type of
information can be obtained by consulting the treaty texts available in print form from the Treaty Section at Foreign
Affairs and International Trade. Electronic versions of certain texts are available from international organizations
such as the United Nations Environment Program or convention secretariats. Various implementing departments
such as Environment Canada and Fisheries and Oceans have lists of agreements that fall under their respective
mandates. The texts of certain international environmental agreements are also available from departments.

2.76 Developing an inventory. As a first step toward enhancing the understanding of Canada’s performance in
implementation, we have compiled an extensive inventory of international environmental and sustainable
development agreements and instruments signed or endorsed by Canada. The information for this inventory was
gathered from a wide variety of sources, both within the federal government and internationally. We developed a
classification scheme based on systems used by Foreign Affairs and International Trade and by the United Nations
and other international organizations. To date, this inventory contains more than 230 binding international
agreements and non-binding instruments.

2.77 A data base on Canada’s commitments. The inventory is the foundation for a data base on Canada’s
international environmental commitments, currently being constructed by the Commissioner of the Environment
and Sustainable Development. The initial work on the data base has focussed on legally binding agreements. This
work is being carried out in collaboration with Foreign Affairs and International Trade, Environment Canada and
other federal departments. The data base is intended to be a publicly available information tool.

2.78 It will provide a detailed list and classification of all commitments made under each agreement. It will also
contain more general information on the purpose of each agreement; its geographic scope; the subject matter
covered; dates of signature, ratification or amendment; and the lead or responsible federal department. Further
information on the data base is contained in the Appendix entitled “About the Data Base”.

2.79 Next steps. Over the next year, the data base will be accessible through the Internet as a “work in
progress”, in order to obtain comments and suggestions to improve its usefulness. At the same time, we will add
information on the remaining treaties from our inventory. Once the initial input of data on treaties is completed,
Foreign Affairs and International Trade has agreed to assume responsibility for the completion and ongoing
maintenance of this information tool.

2.80 While the data base will help to identify the commitments Canada has undertaken, it is only the first step in
assessing Canada’s implementation performance. The remaining steps — cataloguing and assessing implementation
measures to answer the remaining three questions set out in paragraph 2.72 — require considerable analysis.

2.81 The data base has been designed to provide details on implementation measures for each commitment. The
task of completing the information at this level should fall on the departments that know the complete range of
implementing programs and actions in place. We expect that Foreign Affairs and International Trade and
Environment Canada will work with other departments on a broader assessment of Canada’s implementation
performance, to identify gaps and to co—ordinate the effective management of Canada’s international obligations for
environment and sustainable development issues.

2.82 This study is part of our ongoing work to review how Canada is doing at meeting its international
environmental commitments, and how it can improve its performance. We will continue in—depth analysis of
selected individual agreements. For example, we will be conducting additional work on Canada’s climate change
commitments, and a review of Canada’s efforts to protect the Arctic environment.



Conclusion

2.83 The growing internationalization of environmental problems has increasingly led countries to look to
transboundary and global solutions. Particularly since the 1972 United Nations Conference on the Human
Environment held in Stockholm, the international environmental agenda has grown, and with it the number,
diversity and scope of international agreements.

2.84 Canada has often played a key role in shaping the international environmental agenda, and is a party to a
significant number of agreements. In entering into these agreements, Canada has made commitments to the
international community and, under international law, is bound to carry out those commitments in good faith.

2.85 As we have noted previously, information on the implementation of and compliance with international
environmental agreements is spread throughout the various branches and divisions of departments with
implementation responsibility. As a consequence, Canada does not have an overall picture of the extent to which it
is meeting its international obligations. This lack of accessible information is a significant barrier to Parliament’s
oversight of the implementation of Canada’s international environmental commitments.

2.86 Information is key to effective management of our commitments. A publicly accessible data base of
Canada’s environmental commitments is being constructed by this Office as a first step toward enhancing
understanding of Canada’s performance in implementation. A complete picture on this issue will be obtained only
if a broader assessment of the extent to which Canada is living up to its obligations under these commitments is
carried out and reported by all departments with implementing responsibilities.



About the Study

Background

This study is part of an ongoing work program to assess how Canada is doing at meeting its international
environmental commitments, and how it can improve its performance. Recent audit work by the Office has
focussed on specific agreements, including the Basel Convention on the Control of Transboundary
Movements of Hazardous Wastes and Their Disposal, the Montreal Protocol on Substances That Deplete
the Ozone Layer, the United Nations Framework Convention on Climate Change and the Convention on
Biological Diversity. While the scope of these audits generally covers more than the implementation of
international obligations, certain findings raise concerns about Canada’s overall performance with regard
to both its international obligations and its domestic policy response to such obligations.

In his first report, the Commissioner of the Environment and Sustainable Development undertook to create
an inventory of Canada’s international environmental commitments. This study provides background
information on the development of these agreements and is part of the Commissioner’s ongoing work plan
to review the extent to which Canada is meeting these commitments.

Scope

This study concentrates on international agreements with a primarily environmental focus, and does not
address those that deal with the broader social and economic aspects of sustainable development. It
focusses on legally binding agreements but also refers to certain non—binding instruments of recognized
international importance. Moreover, it looks at only international agreements signed by Canada and not at
international commitments entered into by other levels of government.

Objectives

The objectives of the study were:

+  to prepare an inventory of Canada’s international environmental and sustainable development
agreements and to commence constructing a data base that will serve to identify the range of
commitments under these agreements;

«  to give background information on the international context that has fostered the creation of these
agreements, on the process for entering into them, and on the nature of implementation measures to be
taken;

+  to help build capacity within the federal government to exercise oversight on Canada’s priorities and
commitments with respect to international environmental agreements; and

«  to provide baseline information to the Commissioner of the Environment and Sustainable
Development to assess the extent to which international obligations are reflected in Sustainable
Development Strategies.



Approach

The information for this study was drawn from existing legal and social science literature, as well as from
departmental publications. We also conducted a series of interviews with selected federal departments,
such as Environment Canada and Foreign Affairs and International Trade, provincial government agencies,
and environmental and industry non—governmental organizations.

In accordance with the commitment made in the Commissioner’s first report, we have created an inventory
and an electronic data base of these agreements. The information was drawn from a variety of sources,
including the United Nations Treaty documentation, Foreign Affairs and International Trade’s Treaty
Series, publications of the Organization for Economic Co—operation and Development, and other reputable
sources. We have also solicited information from over 24 federal departments and agencies on their
respective roles in the implementation of these commitments.

We worked with Environment Canada and Foreign Affairs and International Trade in designing the data
base of Canada’s international environmental agreements to ensure ease of use and application by federal
departments.

Study Team

Principal: Richard Smith
Director: Darlene Pearson

Lori Elliott
Susan Mojgani

Data Base Team

Directors: Peter Morrison and Darlene Pearson

Jeanette Booth
Erin Charron

For information, please contact Richard Smith.



Appendix

About the Data Base

What’s in the data base?

The data base is designed to provide users with basic information about international environmental agreements and
instruments that Canada has signed or endorsed. The agreements currently in the data base are those with an
environmental dimension, including those regarding pollution control and prevention, and use of natural resources.
The data base at the time of publication contains legally binding international agreements. It does not at present
include non-binding instruments. Although the data base currently focusses on agreements that fall into a narrow
definition of environment, the classification scheme permits more broadly defined sustainable development
agreements to be incorporated in the future. The structure of the data base also allows other types of documents to
be included, such as decisions by international bodies and non—binding memoranda of understanding.

We have compiled an inventory of international agreements and non-binding instruments that deal with
environmental and sustainable development issues and that have been signed or endorsed by Canada. Of the more
than 230 agreements and instruments in our inventory, the current version of the data base contains detailed
information on certain of the legally binding agreements. At the end of this Appendix is a list of the agreements that
will be in the public data base as of 31 July 1998. Additional agreements and instruments will be added in the
coming months.

The data base is designed to accommodate three different levels of detail: (1) general information about each
agreement; (2) specific commitments made; and (3) actions taken in response to a particular commitment. For each
agreement, the data base contains core information, including the agreement’s objectives, its geographic scope, the
dates signed and ratified, amendments, subject matter, and lead federal department.

The second level of information documents all commitments made by Canada under an agreement. The
commitments have been organized by category (for example, assistance, control measures, trade measures, co—
operation, enforcement, reporting, etc.) to facilitate a search of the data base. In some cases, explanatory notes give
additional details on particular aspects.

The data base is capable of presenting information on the measures taken to implement each commitment. This
third level of information has not yet been completed and will require the collaboration of various federal
departments involved in the implementation of the agreements.

How is it organized?

The agreements in the data base cover a wide range of topics, and differ in their scope and comprehensiveness. We
developed a classification scheme to allow users to quickly and efficiently identify the agreements of interest to
them. The classification system was based on similar catalogues prepared by the Consortium for International Earth
Science Information Network and the Commission for Environmental Co—operation, and was then modified with
input from Environment Canada and Foreign Affairs and International Trade. This scheme may be amended as the
data base is expanded and the needs of users are identified more precisely. Any given agreement may fall under
more than one heading; however, we expect that relatively few agreements will fall under many separate headings.
For some headings, there are more detailed subheadings. For example, under the heading “air and atmosphere”,
there are subheadings for climate change, stratospheric ozone depletion, air pollution/air quality, and outer space.



The list of agreements that will be in the data base as of 31 July 1998 and provided at the end of this Appendix
illustrates the classification scheme.

How was it constructed?

Most of the data have been obtained through Foreign Affairs and International Trade, the United Nations Treaty
Series, and other reputable sources. The descriptions of the commitments and the classification of the agreements
into the relevant categories was based on the text of the agreements and their subject matter. Work on the data base
has been carried out by experts in international environmental law and by lawyers working with the Commissioner
of the Environment and Sustainable Development. We have relied on the collaboration of Foreign Affairs and
International Trade, Environment Canada and various other federal departments.

Despite careful quality control, we make or imply no representation that the information in the data base is complete
and accurate. Users should refer to the disclaimer on our web site for details. Because the data base is intended to be
a summary only, the original texts of the agreements should be consulted for more information.

How is it accessed?

The data base has been constructed for easy searching, sharing and updating of information. It is available in both
English and French on the Internet, at the Auditor General’s web site (http://www.oag—bvg.gc.ca). From this home
page, users can proceed to the area for the Commissioner of the Environment and Sustainable Development. The
data base is listed there with other publications and products. The data base contains links, where available, to sites
that offer the full text of the various agreements.

How is it used?

Once the user enters the data base, there are several different display and search options to facilitate some of the
common types of queries for information (for example, by classification of agreement or by date signed). Most of
these are designed to help the user select the relevant agreement. There are buttons that allow easy access between
the different levels in the data base (agreements, commitments, and eventually actions). For example, to display all
of the commitments under a given agreement, the user simply clicks on the appropriate button.

This brief description does not constitute a full user manual, but rather is intended to indicate some of the
capabilities of the system. The help functions accessible from the data base provide more assistance.

Why a data base?

As noted in the study, there is no centralized source of information on Canada’s international environmental
commitments. The data base compiles in one location information on the most important of Canada’s international
environmental obligations. The content of the data base is meant to be readily accessible to Canadians, so that they
can easily be informed about the nature of the specific commitments Canada has made.

What are the plans for the future?

There are three directions for further development of the content of the data base. First, the remaining agreements
and their commitments will need to be added to complete the set of agreements. Second, the relevant non—binding
instruments will also need to be incorporated. Finally, implementation actions for each of the commitments should
be included. We expect that the process of filling in the implementation actions will be a longer—term effort, given
the need to co—ordinate information from various implementing departments.

Once the initial input of data on agreements is completed, responsibility for ongoing maintenance and completion of
the data base will be transferred to Foreign Affairs and International Trade. This will include responsibility for



annual updates to incorporate new agreements and instruments, and modifications to existing agreements and
instruments.

Questions and comments

Readers who have questions or comments about the data base can follow the directions on the web site for the data
base. Comments can also be sent directly to the Commissioner of the Environment and Sustainable Development.

List of agreements

The following annex shows the agreements that will be included in the data base as of 31 July 1998.



Annex

Commissioner of the Environment and Sustainable Development

List of International Environmental Agreements in the Data Base as of 31
July 1998

A. General Agreements

e North American Agreement on Environmental Co—operation

B. Preservation/Protection of the Natural Environment

1. Air & Atmosphere
a) Climate Change

e United Nations Framework Convention on Climate Change

b) Stratospheric Ozone Depletion
e  Vienna Convention for the Protection of the Ozone Layer

e Montreal Protocol on Substances That Deplete the Ozone Layer (with London and Copenhagen amendments)

c¢) Air Pollution/Air Quality
e  Convention on Long—Range Transboundary Air Pollution (LRTAP)

e Protocol to the LRTAP Convention on Long—Term Financing of the Co—operative Programme for Monitoring
and Evaluation of the Long—Range Transmission of Air Pollutants in Europe

e Protocol to the LRTAP Convention Concerning the Control of Emissions of Nitrogen Oxides or Their
Transboundary Fluxes

e Protocol to the LRTAP Convention on the Reduction of Sulphur Emissions or Their Transboundary Fluxes by at
Least 30 percent

e Protocol to the LRTAP Convention on Further Reductions of Sulphur Emissions

e Agreement between Canada and the United States on Air Quality
d) Outer Space

e  Treaty on Principles Governing the Activities of States in the Exploration and Use of Outer Space, Including the
Moon and Other Celestial Bodies

e  Convention on Liability for Damage Caused by Objects Launched into Outer Space

e  Agreement on the Rescue of Astronauts, the Return of Astronauts and the Return of Objects Launched into
Space

e) Other

e  Agreement between Canada and the United States Relating to the Exchange of Information on Weather
Modification Activities

2. Rivers and Lakes



3.

a) Water Quality

1909 Boundary Waters Treaty
Agreement between Canada and the United States on Great Lakes Water Quality, as amended in 1983 and 1987

Treaty between Canada and the United States Relating to Co—operative Development of the Water Resources of
the Columbia River Basin

Treaty between Canada and the United States Relating to the Skagit River and Ross Lake, and the Seven Mile
Reservoir on the Pend d’Oreille River

Agreement between Canada and the United States for Water Supply and Flood Control in the Souris River Basin

b) Water Quantity

Oceans

1909 Boundary Waters Treaty
Agreement between Canada and the United States to Regulate the Level of Lake of the Woods
Treaty between Canada and the United States Concerning Diversion of the Niagara River

Treaty between Canada and the United States Relating to Co—operative Development of the Water Resources of
the Columbia River Basin

Treaty between Canada and the United States Relating to the Skagit River and Ross Lake, and the Seven Mile
Reservoir on the Pend d’Oreille River

Agreement between Canada and the United States for Water Supply and Flood Control in the Souris River Basin

a) Water Quality

International Convention for the Prevention of Pollution from Ships (MARPOL), 1973, as modified by the
Protocol of 1978

International Convention for the Prevention of the Pollution of the Sea by Oil, as amended
Convention for the International Council for the Exploration of the Sea, as amended
International Convention on Civil Liability for Oil Pollution Damage, as amended by 1976 Protocol

International Convention on the Establishment of an International Fund for Compensation for Oil Pollution
Damage, as amended by 1976 Protocol

International Convention on Oil Pollution Preparedness, Response and Co—operation
Convention on the Prevention of Marine Pollution by Dumping of Wastes and Other Matter, as amended

Treaty on the Prohibition of the Emplacement of Nuclear Weapons and Other Weapons of Mass Destruction on
the Sea Bed and the Ocean Floor and in the Subsoil Thereof

Convention to Combat Desertification in Countries Experiencing Drought and/or Desertification, Particularly in
Africa

International Plant Protection Convention

Convention on International Trade in Endangered Species of Wild Fauna and Flora, and amendments (CITES)



e International Convention for the Protection of New Varieties of Plants
e  North American Agreement for Plant Protection

e International Tropical Timber Agreement

Fauna
e  Convention on the Conservation of Antarctic Marine Living Resources

e  Convention on International Trade in Endangered Species of Wild Fauna and Flora, and amendment (CITES)

a) Fish and Crustaceans

e  Convention for the Conservation of Salmon in the North Atlantic Ocean

e International Convention for the Conservation of Atlantic Tunas, as amended by 1984 Protocol

b) Aquatic Mammals

e  Convention for the Conservation of Antarctic Seals
¢) Birds

e  Convention for the Protection of Migratory Birds in Canada and the United States

d) Terrestrial Mammals
e  Agreement on the Conservation of Polar Bears

e Agreement between Canada and the United States on the Conservation of the Porcupine Caribou Herd

e) Animal Habitat

e  Convention on Wetlands of International Importance Especially as Waterfowl Habitat (RAMSAR), as amended
Protected/Designated Areas

e  Convention for the Protection of the World Cultural and Natural Heritage
Ecosystems

a) Arctic/Antarctic Ecosystem
e Antarctic Treaty
e  Convention on the Conservation of Antarctic Marine Living Resources
e Agreement between Canada and the United States on Arctic Co—operation

e  Agreement between Canada and the Russian Federation on Co—operation in the Arctic and the North

b) Marine/Aquatic Ecosystems

e  Convention on Wetlands of International Importance Especially as Waterfowl Habitat (RAMSAR), as amended

e Agreement between Canada and Denmark on Co—operation Relating to the Marine Environment, as amended

Biodiversity (general

e  Convention on Biological Diversity

Monitoring/Controlling Human Activities That May Affect the Environment

Management of Waste and Hazardous Substances

e  Basel Convention on the Control of Transboundary Movements of Hazardous Waste and Their Disposal



e Agreement between Canada and the United States Concerning the Transboundary Movement of Hazardous
Waste, as amended

2. Military and Conflict Issues

e  Treaty on the Prohibition of the Emplacement of Nuclear Weapons and Other Weapons of Mass Destruction on
the Sea Bed and the Ocean Floor and in the Subsoil Thereof



Chapter 3

Responding to Climate Change — Time to
Rethink Canada’s Implementation Strategy

Main Points

1. Climate change is perhaps the most daunting of a new generation of environmental problems that are
testing governments around the world. Canada’s position is that some degree of climate change is inevitable. The
federal government has concluded that the threat of climate change is real and that the risks have to be managed. It
believes that the potential environmental, economic and human costs are simply too high not to take immediate,
precautionary action.

2. Responding to climate change falls into an area of shared jurisdiction and requires clear agreement on the
roles and responsibilities of all levels of government. It also requires that their efforts be integrated and involve
industry, non—governmental organizations and individual Canadians.

3. Since 1990, Canada has had a domestic policy commitment to stabilize its greenhouse gas emissions at
1990 levels by the year 2000. In 1995, the federal, provincial and territorial ministers of energy and the environment
approved the National Action Program on Climate Change (NAPCC) to provide strategic direction to achieve the
stabilization goal. However, by the federal government’s own assessment, instead of moving toward stabilization at
1990 levels, Canada’s greenhouse gas emissions are headed in the wrong direction.

4. In our opinion, the NAPCC has been inadequately implemented. Many of the key elements necessary to
manage the implementation of Canada’s response to climate change are missing or incomplete. For example, there is
no clear assignment of roles and responsibilities, no national communication program, no implementation plan,
limited provision for regular, results—based monitoring of progress and no consolidated summary-level reporting to
Parliament. Our audit identified several recommendations to address these concerns. These recommendations are
also relevant to meeting any new climate change commitments that Canada may set, and thus serve as lessons to be
learned for the future.

5. We believe that strong federal leadership is required in a number of areas to build upon the strategic
direction of the NAPCC. The federal government has a responsibility to lead the nation in developing a realistic,
broad—based and cost—effective response to climate change that minimizes any negative impact and maximizes any
positive impact on Canada’s economy. The implementation approach needs to be substantially rethought, with an
effective management structure put in place.
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Responding to Climate Change — Time to
Rethink Canada’s Implementation Strategy

Executive Summary

Overview

31 Climate change is perhaps the most daunting of a new generation of environmental problems that are
testing governments around the world. It is a long—term problem that is inherently international in scope. Complex
models based on a variety of assumptions are used to predict what the future climate will be and the resulting
environmental and economic impacts, all of which involve some degree of uncertainty.

3.2 To a large extent, climate change involves questions about how energy is produced and consumed. Given
that Canada is an energy—exporting country, and one with an economy heavily dependent on fossil fuel
consumption, responding to climate change raises questions that go to the heart of how Canadians live and make
their living. The economic dimension, coupled with the complexities and uncertainties of the science of climate
change, provide ample room for vigorous debate about how Canada should respond to the threat of climate change.

33 Much of the domestic discussion around climate change has focussed on Canada’s stabilization goal
(stabilization of greenhouse gas emissions at 1990 levels by year 2000) established in 1990, and more recently on
the Kyoto Protocol adopted in December 1997 by the Parties to the United Nations Framework Convention on
Climate Change. If this Protocol is ratified by Canada and enters into force, Canada will be obligated to reduce
emissions of certain greenhouse gases to six percent below 1990 levels in the commitment period 2008 to 2012.

Canada Has Agreed to Take Precautionary Action

34 Notwithstanding the scientific and economic uncertainties involved, almost all participants in the debate
around the climate change issue accept that there are risks that have to be managed. In a federation such as Canada,
the federal government cannot unilaterally respond fully to the risks and challenges of climate change. A high
degree of co—operation is needed among all levels of government, with strong support from industry, non—
governmental organizations and individual Canadians.

3.5 At the most general level, the federal government, along with the provinces and territories, has accepted
that the threat of climate change poses significant risks to Canada. These risks have environmental, economic and
social dimensions. The federal government has sought to work with Canadians and global partners to take
precautionary action, both domestically and internationally, to manage these risks. In our view, using the
precautionary principle as an overall strategy for responding to climate change is well suited to the problem.

3.6 Canada has taken a three—pronged approach to respond to climate change: mitigation — which essentially
involves reducing emissions of greenhouse gases; adaptation — preparing to cope with potential climate change;
and improving the science of climate change to better understand the problems to be faced. This appears to be a
sensible approach.



3.7 While all three components are important, this audit placed emphasis on the mitigation efforts directed at
achieving Canada’s stabilization goal. The other components are potential subjects for future audit.

3.8 To date, most of the debate in Canada has focussed on the pace and on the costs of action to reduce
greenhouse gas emissions. Less effort has been directed toward taking advantage of the opportunities in responding
to climate change and the admittedly more difficult question of the costs of not taking action.

3.9 The federal government, in conjunction with other levels of government and major stakeholders,
should increase its efforts to obtain a clearer understanding of the costs and benefits of inaction as well as the
opportunities inherent in dealing with climate change, and should communicate these to Canadians (see
paragraph 3.118).

3.10 Work has been done in Canada on identifying various options that could be used to respond to climate
change, but no agreement has been reached on a broad portfolio of measures designed to achieve Canada’s
stabilization goal. There needs to be a clearer understanding of the environmental, economic and social implications
of these options.

3.11 The federal government, in conjunction with other levels of government and major stakeholders,
should develop a clearer understanding of the environmental, economic and social costs and benefits of
possible measures to address climate change, as well as the distribution of these costs and benefits among
regions, sectors and individuals (see paragraph 3.119).

Canada Is Not Expected to Stabilize Its Emissions at 1990 Levels

3.12 The National Action Program on Climate Change (NAPCC), approved in 1995, is the key program by
which the federal, provincial and territorial ministers of energy and environment agreed to work together to achieve
Canada’s stabilization goal. Its implementation is failing to deliver on this long—standing goal.

313 In 1995, greenhouse gas emissions in Canada were about nine percent higher than in 1990. The federal
government’s April 1997 projection is that by the year 2000 these emissions will be about eight percent higher than
1990 levels.

3.14 Most other developed countries are forecasting that they will be unable to stabilize their greenhouse gas
emissions at 1990 levels by the year 2000. In those few developed countries, such as Germany and the United
Kingdom, that expect to meet the stabilization goal, good performance appears to be due, at least in part, to unique
one—time circumstances that these countries have taken advantage of and reinforced in their national action
programs and in their positioning on international climate change negotiations.

New Management Structure Required

3.15 It is essential that the federal government apply the basics of good management in its leadership of a
subject as complex as the climate change issue, involving a wide array of interests and players. By this we mean, as
a minimum, that:

« roles and responsibilities of those involved are clearly defined and agreed to;

+ there is an overall plan for implementation, which sets concrete, results—based targets and timetables for both
the short and long term;



+ there is a results—based monitoring system in place to assess progress;
» adjustments are made as required to achieve the targets; and
+ summary—level information is tabled in Parliament to assist it in its oversight role.

3.16 As shown in the exhibit on page 3-8, many of the key elements necessary to manage the implementation of
Canada’s response to climate change are missing or incomplete. For example, the roles of the federal, provincial and
territorial governments and other players in responding to climate change are poorly defined or not defined at all. A
key component, a national public awareness program, has not been delivered. There is no implementation plan,
limited provision for regular, results—based monitoring of progress and no consolidated summary—level reporting to
Parliament.

3.17 Although we recognize the challenges involved, we believe that the failure to meet Canada’s climate
change commitments has been primarily the result of poor planning and ineffective management. At this time, there
is no clear indication that continuing to follow Canada’s current approach will produce any better results in meeting
its present and any future climate change commitments. In our opinion, the steps taken by Canada to implement the
strategic direction of the NAPCC need to be substantially rethought.

3.18 If Canada is to meet its commitments, the federal government’s first priority in addressing climate change
must be adequate strategic planning for implementation. In our view, the federal government needs to:

« assess the best way to organize itself to provide strong leadership;

+ increase its efforts to develop a federal portfolio of measures to help meet Canada’s climate change
commitments;

+ develop an open and transparent decision—making process that includes all levels of government and major
stakeholders;

« develop a comprehensive consultation process that involves all levels of government, industry, non—
governmental organizations and interested Canadians;

+ determine who will take the lead in reporting performance results to Parliament; and

+ develop a mechanism for making adjustments in the event that measures prove insufficient, or understanding
of the science changes.

In addition, in its role as leader at the national level, the federal government needs to work with other levels of
government and, where necessary, major stakeholders, to:

+ clearly define roles and responsibilities of the different levels of government;
+ establish accountability for actions and results;
+ determine who is to be given the job of championing Canada’s response to its climate change commitments;

« develop a national program for public awareness and education;



+ establish a national implementation plan with interim targets;

+ develop alternative measures to meet the target, assess the costs and benefits of each, and determine how the
costs and benefits could be shared;

« obtain agreement on a broad national portfolio of measures designed to achieve climate change commitments;
and

+ determine the contributions to be made by federal, provincial and territorial governments.

3.19 The federal government, working with other levels of government and major stakeholders, should
make a concerted effort to develop an effective management structure to respond to climate change (see
paragraph 3.93).

3.20 The federal government should take the lead in making a concerted national effort, in conjunction
with other levels of government and major stakeholders, to develop a formal, results—based implementation
plan with performance expectations, including interim targets and a monitoring system, designed to achieve
Canada’s climate change commitments (see paragraph 3.152).

Exhibit

Checklist Results - Key Elements in Managing Climate Change Commitments

Some No
Key element Done Progress Progress

Overall Strategy
1. Risks associated with climate change recognized v
2. National climate change goal established v
3. Strategic direction established to meet the goal v
Management Structure
4. Roles and responsibilities agreed to by all levels of government v
5. Leadership role of federal government clearly defined v
6. Roles and responsibilities for all federal players related to climate change specified v
7.  Establishment of clear contributions (expected of the various parties) designed to

achieve the overall goal v
Public Awareness and Education
8. National communication initiative for public awareness and education delivered v
Portfolio of Measures
9. A broad portfolio of measures developed v
10. Interjurisdictional agreement on measures designed to achieve the goal v
11. Costs and benefits of action and inaction analyzed v
Monitoring Implementation
12. National implementation plan developed v
13. Clear performance expectations established for individual actions v
14. Implementation milestones and interim targets identified v
15. Actions undertaken to achieve the goal v

16. Results—based information on performance made available to decision makers v




17. Development of broad—based performance indicators to be used to measure progress v
18. Performance monitored for results at regular intervals v
Information to Parliament

19. Summary-level reports tabled in Parliament v

Shared Jurisdiction

3.21 Clearly, in a federation such as Canada, issues that involve different levels of government working together
create challenges. But these challenges are in no way unique to climate change. There are many areas in which
federal and provincial governments have a shared interest in policy questions.

3.22 In 1995, a federal task force reported on its review of 16 case studies of federal-provincial co—operation in
policy work. It found that success depended on a number of factors: building trust, which requires openness and
careful attention to the interests of all parties; working within existing mechanisms of co—operation such as standing
committees of officials; and developing a shared sense of the need to collaborate.

3.23 The current approach to federal, provincial and territorial co—operation in responding to climate change is
not expected to produce the results that the federal government promised to Canadians over seven years ago. All
levels of government need to plan and work together much more effectively to meet Canada’s climate change
commitments. The federal government has a key role to play in leading this national effort.

3.24 In issues such as climate change that involve reconciliation of a wide range of political and economic
interests, it is clear that effective and sustained central co—ordination will be necessary. Mechanisms must be in
place that involve decision makers at the highest level to resolve issues as they arise. Such processes necessarily
require that the government’s central co—ordinating agencies play a strong and continuing role.

3.25 The federal government should take the lead in working with the provinces and territories to set up a
partnering arrangement, with written agreements on roles, responsibilities and contributions for meeting
Canada’s climate change commitments (see paragraph 3.94).

Joint response of Environment Canada and Natural Resources Canada: In the 1992 United Nations Framework
Convention on Climate Change, Canada and other developed countries committed, amongst other things, to put in
place policies and measures with the aim of returning their greenhouse gas emissions to 1990 levels by 2000. The
Framework Convention and Canada’s domestic commitment to stabilize greenhouse gas emissions at 1990 levels by
2000 set parameters for Canada’s initial response to the issue of global climate change. To implement these
commitments, the federal, provincial and territorial governments developed Canada’s National Action Program on
Climate Change (NAPCC) in 1995. This is a consensus document.

The NAPCC was intended to be a living plan that pursues sectoral and broad—based opportunities through the
appropriate development of actions and measures by governments and the private sector, while providing for
periodic reviews of progress, and adjustments to the plan as required. While the NAPCC focussed on emission
mitigation, it also called for action in the areas of science and adaptation. Federal, provincial and territorial
governments have all engaged in developing plans to contribute to the NAPCC.

The federal government has developed an extensive federal portfolio of measures to help meet Canada’s climate
change commitments, including voluntary measures, regulations, research and development, and the provision of




information to the public. NAPCC outlines a national portfolio of measures that cover all major sectors of the
economy and focus on energy efficiency, promotion of and investment in renewable energy sources, and research
and development in energy technology. By 2010, NAPCC initiatives are predicted to help reduce greenhouse gas
emissions by 66 megatonnes.

The NAPCC responded to the Framework Convention and was the first iteration of Canada’s plan to address
climate change. It included principles to guide actions and decisions. The guiding principles include the
precautionary principle, shared responsibility, effectiveness, competitiveness, transparency and accountability,
flexibility and international co—operation.

An independent review of NAPCC undertaken by consultants concluded, ‘‘NAPCC represents a balancing of
competing policy goals and therefore political compromise to which all jurisdictions could agree. This compromise
reflects differences in Canadian society over both the goal that Canada should pursue and the means it should apply
to reach this goal.” (Reviewing Progress Under NAPCC — Final Report, November 19, 1996, page 8-1).

At the first meeting of the Conference of the Parties to the Framework Convention in 1995, the Parties agreed that
the initial aim of the Framework Convention was inadequate. They agreed that new commitments for the post-2000
period should be concluded by the third Conference of the Parties in Kyoto in December 1997. At their fall 1996
meeting, federal and provincial energy and environment ministers acknowledged that Canada would not meet its
domestic commitment to stabilize emissions at 1990 levels by 2000. Since then, the focus of much of the federal and
provincial governments’ efforts on climate change have been on the negotiation of new international commitments
and their domestic implementation.

The Kyoto Protocol calls for Canada to reduce its emissions by 6 percent below 1990 levels for the period between
2008 and 2012. This is similar to the commitments of our major trading partners, including the United States. For

all developed countries as a group, the Kyoto Protocol will result in an overall emissions reduction of 5.2 percent

below 1990 levels.

In addition to emission reduction commitments, the Kyoto Protocol commits Parties to co—operate in scientific and
technical research and promote the maintenance and the development of systematic observation systems, and
development of data archives to reduce uncertainties related to the climate system, the adverse impacts of climate
change, and the economic and social consequences of various response strategies.

At their 11-12 December 1997 meeting, first ministers discussed the Kyoto Protocol and they agreed that:
« climate change is an important global issue and that Canada must do its part to address it;
« we must do so in such a way that no region is asked to bear an unreasonable share of the burden;

« itis important to achieve a thorough understanding of the impact, the cost and the benefits of the Protocol’s
implementation and of the various implementation options open to Canada;

+ a process must be established, in advance of Canada’s ratification of the Protocol, that will examine the
consequences of Kyoto and provide for full participation of the provincial and territorial governments with the
federal government in any implementation and management of the Protocol; and

« federal, provincial and territorial ministers of the environment and energy work together to consider jointly
the appropriate courses of action.



Based on the conclusion of the Kyoto Protocol, the charge from first ministers, and the need to advance Canada’s
response to the climate change issue, federal and provincial governments are building on the NAPCC to:

« immediately engage governments and stakeholders to:

. examine the impact, the cost and the benefits of the Protocol’s implementation and of the various
implementation options open to Canada,

. prepare for the continuing international negotiations on rules to implement the Kyoto Protocol;

. develop immediate actions consistent with the guiding principles that can be taken to provide early
reductions in emissions (such as strengthening the Climate Change Voluntary Challenge and Registry
Program); and

. begin determining and developing longer—term actions that will provide sustained reductions in
emissions;

« by the end of 1999, use the above deliverables to develop a phased, step—by—step national implementation
strategy.

The Minister of Natural Resources will take the lead in developing and co—ordinating Canada’s domestic
implementation strategy, while the Minister of the Environment will lead the development of Canada’s international
climate change agenda including Canada’s position for the fourth meeting of the Conference of the Parties in
Buenos Aires. The Minister of the Environment will continue to hold primary responsibility for the development of
overall environmental policy in this area, including climate science, outreach and public education.

To assist in strengthening the management structure, a Federal Climate Change Secretariat was created in
February 1998. Its mandate is to co—ordinate federal government actions and to work with provincial governments
and industry to develop a national implementation strategy by the end of 1999, to address climate change
commitments in the post-2000 period.

The roles and responsibilities of the various federal players are determined through the interdepartmental Core
Assistant Deputy Ministers’ Climate Change Committee, which was formed in June 1997 to co—ordinate the federal
government’s preparations for Kyoto and to manage the implementation of the Kyoto Protocol. The Core Committee
is chaired by the head of the Federal Climate Change Secretariat, and is used to develop federal consensus on key
issues and strategies, and to co—ordinate the management of federal government responses. There are currently 11
government departments and agencies and the Federal Climate Change Secretariat represented on this Committee.
This Committee reports to a Deputy Ministers’ Committee on Climate Change, co—chaired by the Deputy Ministers
of Environment and Natural Resources. Cabinet is reviewing progress on the issue on a regular basis.

Recently, the federal government has announced that it will be taking a key role in co—ordinating the
implementation of a national public awareness and education program on climate change and is now taking steps to
establish a new national process to guide its development and implementation. Also, in its 1998 Budget, the
Government of Canada committed $150 million over the next three years to build momentum toward concrete action
and results on climate change. This initial allocation of funds will be used for early government actions to engage
Canadians, public education initiatives to improve understanding of climate change, and research into the major
challenges and opportunities for Canadian businesses, including sharing of best practices.

There are currently two House of Commons standing committees that are involved in examining the federal
government’s response to the climate change issue — the Committee on the Environment and Sustainable
Development and the Committee on Natural Resources and Government Operations. Both committees have written



a number of reports with recommendations on how to enhance the federal government’s handling of environmental
and resource—based issues, including climate change.

Introduction

The Basis for Global Concerns

International recognition of the risks

3.26 The Intergovernmental Panel on Climate Change (IPCC) was jointly established in 1988 by the World
Meteorological Organization and the United Nations Environment Programme to provide an authoritative,
international, science—based assessment of the state of knowledge about climate change (see Appendix A for a brief
description of climate change). The IPCC is responsible for developing consensus assessments of the available
scientific and technical information, the causes of climate change and its environmental and socio—economic
impacts. It is also tasked with formulating potential response strategies.

3.27 The IPCC has issued two major assessment reports. These reports involved the participation of many
hundreds of specialists from around the world as contributing authors, as well as thousands of expert reviewers and
reviews by governments. Canada has been actively involved in the process. The reports generally represent a broad
international consensus on the issue of climate change.

3.28 In the IPCC’s Second Assessment Report, issued in 1995, one of the key findings was that “the balance of
evidence suggests that there is a discernible human influence on global climate”. The IPCC has concluded that there
is a buildup of greenhouse gases (mainly carbon dioxide) in the atmosphere. The IPCC believes that one of the
contributors to the buildup of carbon dioxide is human activity such as burning fossil fuels and deforestation. The
effect of the increase in the so—called greenhouse gases is to store heat that would otherwise escape the Earth’s
atmosphere. This could lead to climate change.

3.29 The Second Assessment Report concluded that failure to reduce greenhouse gas emissions could have
potentially serious long—term impacts. These could include a rise in the mean or average annual global surface
temperature, a change in weather and precipitation patterns, a change in crop yields and ecosystems, and a rise in sea
levels, which could threaten coastal settlements. In addition, the report noted that climate change might have wide—
ranging and serious impacts on human health. Such consequences transcend local and provincial boundaries and are
becoming matters of national and, increasingly, international concern. The federal government has endorsed the
findings of that report.

Many areas of uncertainty remain in the science

3.30 While much is known about the climate system, the IPCC recognizes that gaps still remain in the current
level of understanding about the science of climate change. The current models contain weaknesses that add further
uncertainty to their projections. Among the weaknesses are imperfect knowledge of probable future rates of human—
made greenhouse gas emissions and how they will affect the global climate, and incomplete understanding of the
complex climate process. The uncertainties include the response of clouds, water vapour, ice and ocean circulation
to increased greenhouse gas emissions. There is also scientific debate about the extent, magnitude, timing, pace and
regional distribution of climate change.



331 The uncertainties that lead to debate on whether climate change will have serious impacts cut both ways.
The impacts could be less than predicted. They could also be worse. The fact that there are uncertainties does not
make the problem go away.

Climate Change Poses a Significant Challenge for Canada

The effects of climate change are potentially serious

3.32 Reviews undertaken on behalf of federal, provincial and territorial ministers of energy and the environment
have concluded that the effects of climate change on Canada are potentially serious. Every region and sector is
expected to be affected, particularly agriculture, forestry and fisheries. Possible significant direct adverse effects
could include changes in precipitation patterns leading to drier summers in the prairies and central Canada, an
increase in forest fires and insect infestations, changes in migration patterns of fish stocks, coastal flooding from
rising sea levels, extensive thawing of permafrost in the north and more frequent severe weather events. While many
of the effects of climate change are expected to be negative, there are some potential positive effects in some parts of
Canada, such as milder winters and a longer growing season.

Responding to climate change is an area of shared jurisdiction

3.33 There is no explicit mention of the environment in the division of powers between the federal and
provincial governments under the Constitution Act, 1867, although each level of government has powers that impact
on it. As a result, jurisdiction in environmental matters is shared, as is responsibility for taking action and
developing public policies to address climate change.

3.34 The federal government has jurisdiction over air pollution that crosses international boundaries. It
addresses national concerns about the environment and negotiates, signs and ratifies international treaties on behalf
of Canada. It also has its own policy instruments or levers, such as fiscal and regulatory tools and voluntary
instruments.

3.35 The provinces have jurisdiction over their natural resources, including energy production and use and local
emissions. They have various levers related to their powers of taxation and their ability to develop energy policies
and regulations. They also have control over such matters as power generation, provincial building codes and
provincial transportation, including inspection and maintenance of vehicles on the road.

3.36 Municipal governments have important levers related to their governance of the local infrastructure,
including urban planning, transportation and building codes.

3.37 The federal government does not need the agreement of other levels of government to ratify international
environmental commitments such as those related to climate change. However, federal government officials have
informed us that the Canadian practice is for the federal government to ratify an international commitment only after
it is assured that Canada can meet its obligations under that commitment. In Canada, development of cost—effective
responses to environmental matters that cross jurisdictional boundaries requires that all levels of government
integrate their efforts and involve industry, non—governmental organizations and individual Canadians. Federal
government officials indicate that different government policy priorities, available resources and concerns about
regional economic impacts of certain actions to reduce greenhouse gas emissions can constrain the integration of
these efforts.



Responding to climate change poses a major sustainable development challenge

3.38 The federal government has stated that climate change is one of today’s most important sustainable
development issues, and one of the most significant environmental challenges facing present and future generations.

3.39 Climate change is not just an environmental issue. It also has aspects related to the economy, including
trade and competitiveness considerations, as well as social aspects. In addition, it raises concerns about equity
between generations, and among Canadian jurisdictions and sectors as well as nations and regions of the world.
These considerations and competing interests have to be taken into account in deciding how to respond. Climate
change thus epitomizes the challenge of sustainable development.

340 Responding to climate change will require effort over a long period of time. As has been stated, the
challenge is not to find the best policy today for dealing with climate change over the next century but rather to
select a prudent strategy, begin moving in the right direction and adjust the strategy over time in the light of new
information.

Canada’s Response to the Challenge of Climate Change

The federal government has endorsed the precautionary principle

341 The scientific uncertainties about climate change are expected to continue for some time. Policy makers are
therefore faced with the dilemma of having to make difficult decisions about climate change without the luxury of
waiting until the science is firm enough to be thoroughly convincing.

3.42 Given the scientific uncertainty, the Intergovernmental Panel on Climate Change (IPCC) and others have
suggested that efforts to address climate change should be guided by the precautionary principle. They generally
interpret this principle to mean that where there are threats of serious or irreversible damage, lack of full scientific
certainty shall not be used as a reason for postponing cost—effective measures to prevent environmental degradation.

343 Despite the remaining uncertainties, the federal government has concluded that the science of climate
change is sufficient to justify taking precautionary measures: the threat is real and the potential environmental,
economic and human costs are simply too high to not take immediate action. In our view, using the precautionary
principle as an overall strategy for responding to climate change is well suited to the problem.

Canada has committed itself to a three—-pronged approach

3.44 Canada’s response has taken a three—pronged approach. This includes acting to mitigate or reduce
greenhouse gas emissions, improving scientific understanding of the issue, and taking action to adapt to potential
climate change. This appears to be a sensible approach.

345 The federal government has concluded that for informed decision making on future policy options, it is
important to continue working on the science to better understand the climate system and to detect changes in it, and
to better understand the potential socio—economic and environmental impacts on Canada.

3.46 Most greenhouse gases remain in the atmosphere for decades to centuries. Immediate reductions in
emissions will likely be overshadowed initially by greenhouse gases already in the atmosphere. Many scientists
believe that it may take several decades before the effects of the reductions are noticeable, just as it took years to
recognize the impact of incremental growth in greenhouse gas emissions. Even if immediate stabilization in
emissions of greenhouse gases were achieved, the concentrations of these gases in the atmosphere will continue to



increase for many years. Canada’s position is that even with national and international mitigation measures, some
degree of climate change is inevitable. Thus, Canada recognizes the need for a national adaptation strategy, designed
to respond to projected or actual changes, such as increases in severe weather events and changes in water levels.

In 1992, Canada made an international commitment to reduce its greenhouse gas emissions

347 The atmosphere knows no boundaries and the issue of climate change is truly a global problem that
ultimately requires international action. Over 150 countries signed the United Nations Framework Convention on
Climate Change (FCCC) at the Earth Summit in June 1992. In December 1992, Canada became one of the first
countries to ratify its signature to the Convention.

348 The interim objective of the FCCC called on Annex I Parties, primarily the developed and Eastern
European countries, to aim to reduce their greenhouse gas emissions to 1990 levels by the year 2000. The ultimate
objective, however, is the stabilization of greenhouse gas concentrations in the atmosphere at a level that would
prevent dangerous human—induced interference with the climate system. The FCCC states that such a level should
be achieved within a time frame sufficient to allow ecosystems to adapt naturally to climate change, to ensure that
food production is not threatened and to enable economic development to proceed in a sustainable manner. The
Parties to the FCCC agreed to hold a series of follow—up meetings, referred to as the Conferences of the Parties, to
assess their progress toward the objectives set forth in the Convention.

3.49 While the FCCC does not include legally binding targets and schedules to control greenhouse gas
emissions, it does require Annex I Parties to undertake a number of actions within a range of options. The FCCC
commits Canada and other countries to, among other things, implement policies and measures to mitigate climate
change; adopt policies and measures to facilitate adaptation to climate change; promote and co—operate in the
exchange of information related to climate change; and develop and implement educational and public awareness
programs on climate change. These commitments are to take into account the specific national and regional
priorities of the countries. These undertakings collectively represent Canada’s international commitment to respond
to climate change.

Canada also has a long—standing domestic policy commitment

3.50 Canada’s domestic policy commitment to stabilize greenhouse gas emissions at 1990 levels by the year
2000, commonly referred to as Canada’s stabilization goal, was first made at the May 1990 United Nations
conference in Bergen, Norway. It was reaffirmed at the November 1990 Second World Climate Conference in
Geneva, Switzerland. In December 1990, Canada’s Green Plan for a healthy environment also reported Canada’s
commitment to the stabilization goal, which is a national goal without specific regional, sectoral or industrial targets.

3.51 As Canada’s response to the FCCC, the National Action Program on Climate Change (NAPCC) was
approved by federal, provincial and territorial ministers of energy and the environment in February 1995. The
NAPCC reaffirmed the endorsement of the precautionary principle and the commitment to Canada’s stabilization
goal.

3.52 Thus, for over seven years Canada has had a domestic policy commitment to stabilize greenhouse gas
emissions at 1990 levels by the year 2000. This domestic commitment is tougher than the interim objective of the
FCCC, which is only to aim to stabilize.

In 1997, the Kyoto Protocol was adopted

3.53 In December 1997, the Third Conference of the Parties to the FCCC held in Kyoto, Japan, adopted the
Kyoto Protocol, which, once in force, will impose legally binding greenhouse gas emission reduction obligations on



the Annex I Parties. These include a commitment by Canada to reduce emissions of certain greenhouse gases to six
percent below 1990 levels in the commitment period 2008 to 2012. However, this Protocol was opened for signature
only on 16 March 1998. At the time of our audit, Canada had not yet signed this Protocol.

Canada Is Not Expected to Meet Its Stabilization Goal

Canada’s greenhouse gas emissions continue to grow

3.54 With less than one percent of the world’s population, Canada contributes about two percent of net global
greenhouse gas emissions that result from human activity. Canada is one of the highest emitters of greenhouse gas
emissions per capita in the world. The federal government believes there are several factors that contribute to this,
most of which are related to Canada’s production and consumption of energy. They include Canada’s large
geographic area, long transportation distances, cold climate, energy—intensive resource—based industries and energy
exports.

3.55 Environment Canada reports that total Canadian greenhouse gas emissions in carbon dioxide equivalents,
the common unit of measurement, were 567 megatonnes in 1990 (one megatonne of carbon dioxide emissions is
equivalent to the annual carbon dioxide emissions of about 200,000 cars). In 1995 (the latest year for which data are
available), total Canadian greenhouse gas emissions were reported to be about 9 percent higher than in 1990. Exhibit
3.1 shows the upward trend.

Exhibit 3.1 is not available, see the Report

3.56 The federal government attributes the sustained growth in emissions largely to population growth,
increased energy consumption and an increase in economic activity, particularly oil and natural gas production and
exports. Mitigation efforts, including Canada’s improved energy efficiency, have helped to reduce the rate of
increase in greenhouse gas emissions but have not been sufficient to halt their growth overall.

3.57 Under the United Nations Framework Convention on Climate Change, all Annex I Parties are required to
report annually on their inventories of greenhouse gas emissions resulting from human activities. Using the most
recent reports available, we compared Canada’s progress between 1990 and 1995 with that of seven other
industrialized countries.

3.58 Greenhouse gas emissions have grown more slowly in Canada than in the Netherlands but more rapidly
than in six of the countries: Australia, Germany, Japan, Norway, the United Kingdom and the United States. In
Germany and the United Kingdom, emissions actually fell in the same time period. This appears to be due, at least in
part, to unique one—time circumstances that those countries have taken advantage of and reinforced in their national
action programs and in their positioning on international climate change negotiations. In the case of Germany, the
unique circumstance relates to the industrial restructuring of East Germany. For the United Kingdom, it relates to the
switch from coal to natural gas as a result of the liberalization of energy markets.

The federal government projects a significant gap by the year 2000

3.59 When the National Action Program on Climate Change (NAPCC) was approved in 1995, it included a
projection that total greenhouse gas emissions for Canada could be 13 percent higher in the year 2000 than in 1990.
Natural Resources Canada (NRCan) periodically updates this projection in its Energy Outlook report. The difference
between the projected or actual level of greenhouse gas emissions and the 1990 level is known as the “gap”.



3.60 In its April 1997 report, Canada’s Energy Outlook: 1996-2020, NRCan projected that the gap would be
narrowed to eight percent above 1990 levels in the year 2000, although it indicates that the projected range could be
from 5 to 11 percent (Exhibit 3.1). Canada’s Second National Report on Climate Change — Actions to Meet
Commitments under the United Nations Framework Convention on Climate Change (May 1997) indicated that
progress in lowering the gap is being made as a result of the impact of the NAPCC response strategies and other
forecasting assumptions. This national report also noted that most other developed countries were, like Canada,
forecasting that they would not stabilize their greenhouse gas emissions at 1990 levels by 2000.

3.61 Since the April 1997 projection was made, a development occurred that could have a further significant
impact on Canada’s ability to meet its stabilization goal. In August 1997, Ontario Hydro announced that it would be
temporarily laying up some of its nuclear generating capacity and replacing it with fossil fuel generation. If this
proposed shift to fossil fuels occurs, it will temporarily increase the amount of greenhouse gases emitted by Ontario
Hydro when compared with the projections included in the report, Canada’s Energy Outlook: 1996-2020. Based on
this temporary increase in fossil fuel generation, NRCan estimates that Canada’s greenhouse gas emissions could
increase to about 11 percent above 1990 levels in 2000. Ontario Hydro, however, has informed us that it is
committed to stabilizing its net greenhouse gas emissions at 1990 levels by the year 2000 and plans to honor this
commitment even during the period of reduced nuclear generation.

Focus of the Audit

3.62 Addressing the global problem of climate change requires global initiatives and agreements such as the
United Nations Framework Convention on Climate Change. Canada has recognized the importance of taking
domestic action to reduce its own greenhouse gas emissions as part of its contribution to international efforts.

3.63 This audit focussed on Canada’s current domestic policy commitment to stabilize greenhouse gas emissions
at 1990 levels by the year 2000 and on the federal government’s role in implementing Canada’s National Action
Program on Climate Change. The NAPCC sets strategic directions in pursuit of the stabilization goal and provides
guidance for actions beyond 2000. Our audit placed emphasis on mitigation efforts directed at achieving Canada’s
stabilization goal.

3.64 The overall objective of this audit was to assess the adequacy of the federal government’s management of
the implementation of Canada’s domestic policy commitment on climate change. To do so, we examined what we
consider to be key elements in managing climate change commitments. The exhibit in the Executive Summary
provides a checklist of these key elements and provides our assessment of progress. The Observations and
Recommendations section provides our detailed observations in the same order as the checklist.

3.65 If, as the federal government predicts, Canada does not have a reasonable chance of meeting its
stabilization goal, we wanted to find out some of the reasons why. This could identify lessons to be learned from the
perspective of management for achieving future targets.

3.66 We examined the federal role associated with translating the strategic direction of the NAPCC into explicit
and concrete actions to enable Canada to reach its stabilization goal. We also examined the related information
provided to Parliament. Given the domestic and federal focus of our audit, our work involved mainly the federal
environment and energy departments, Environment Canada and Natural Resources Canada (NRCan), although we
recognize that aspects of climate change concern all federal departments, agencies and other federal entities and are
therefore sectoral in nature.

3.67 Our audit work took into consideration the three key themes that the first report of the Commissioner of the
Environment and Sustainable Development described as weaknesses in the federal government’s management of
environmental and sustainable development issues. Those themes are:



« the implementation gap, that is, the gap between stated objectives and actual performance;
+ alack of co—ordination and integration among federal entities and across jurisdictions; and
+ inadequate performance review and information to Parliament.

3.68 Further details on our audit objective, scope and methodology can be found at the end of the chapter in the
section About the Audit.

Observations and Recommendations

An Overall Strategy Has Been Established

3.69 As discussed previously, Canada has recognized the potential risks associated with climate change and has
established a national goal, as well as strategic direction to meet this goal through the National Action Program on
Climate Change (NAPCC).

Key element:
1 Risks associated with climate change recognized — Done
2 National climate change goal established — Done
3 Strategic direction established to meet the goal — Done

Management Structure Lacks Accountability

3.70 The federal government’s view is that addressing climate change is the shared responsibility of all
Canadian governments, industries, non—governmental organizations and individuals. Responsibility at the federal
level is divided among departments, agencies and other entities. We would expect that where jurisdiction is shared,
there is a need for understanding and agreement on roles and responsibilities, a co—ordinated effort, and clear
accountability reporting that spells out respective authorities and responsibilities for actions, as well as for results
achieved.

3.71 The federal, provincial and territorial governments have long acknowledged the importance of
accountability arrangements when working in partnership to deal with environmental matters. For example, the
National Action Strategy on Global Warming, released in November 1990, proposed that a strategic framework for
actions be undertaken jointly by governments and all other sectors of the economy to combat global warming (one
aspect of climate change). It also stated that the principles and elements of the national action strategy should be
codified in federal-provincial agreements.

3.72 The NAPCC identifies a number of principles to guide the selection of measures for dealing with climate
change. The transparency and accountability principle states, “Clear accountability should be established regarding
who will be responsible for taking action, what actions are being taken, the expected impact of these measures, and
how well the measures actually performed.”




Respective roles and responsibilities of all levels of government are not clear

3.73 The federal government’s position is that all levels of government must work in partnership to address
climate change, including the use of collaborative arrangements in which participants agree to work together to
achieve a specific objective. Given the critical importance of clear accountability arrangements in multi—
jurisdictional programs, we expected to find documentation on the roles and responsibilities of all levels of
government for achieving Canada’s stabilization goal.

3.74 We found that while the NAPCC provides strategic direction for Canada’s action on climate change, it does
not define the specific roles and responsibilities of the various jurisdictions or parties to it. Federal government
officials have informed us that, as a national consensus document, the NAPCC provides a guide for actions that the
different levels of government may choose to implement according to their jurisdictional responsibilities and
resource capabilities. These officials also informed us that the federal, provincial and territorial ministers of energy
and environment have overall joint responsibility for meeting the stabilization goal through the federal-provincial/
territorial co—ordinating framework and the related national co—ordinating mechanism (described in Appendix B).

3.75 We recognize that there are various agreements between the federal government and the provinces to
promote co—operation in voluntary initiatives and research and development, which support Canada’s response to
climate change. However, there are no clear and transparent agreements or arrangements between the federal
government and the provinces and territories that specifically define their respective roles and responsibilities in
achieving the stabilization goal.

3.76 We noted that although municipalities hold some important policy levers, they are under the jurisdiction of
the provinces and therefore are not included in the current national co—ordinating mechanism, except as
stakeholders.

3.77 In summary, despite the long—standing acknowledgment of the importance of accountability arrangements
to deal with environmental matters, the respective roles and responsibilities of all levels of government for dealing
with climate change have not yet been clarified and agreed to.

Key element:
4 Roles and responsibilities agreed to by all levels of government — Some progress

Federal roles and responsibilities have not been made clear

3.78 Under the NAPCC, the federal government indicated that it is committed to strong leadership to ensure that
Canada stays on track to meet its climate change commitments. It has also indicated in other documents that it will
take responsibility for providing leadership at the national level. Apart from its intention to lead by example in its
own operations, it has chosen to exercise its leadership role primarily by creating suitable conditions for others to
take action and then participating in co—ordinating actions where appropriate.

3.79 Two federal departments are co-leading, but their leadership role is unclear. Environment Canada and
Natural Resources Canada (NRCan) have many activities under their own mandates that support Canada’s domestic
and international response to climate change by helping to reduce greenhouse gas emissions, improving scientific
understanding of the issue, and adapting to potential climate change (see Appendices C and D). Several of these
activities provide elements of national leadership.




3.80 These two departments have publicly stated that they have taken the lead domestically on the climate
change issue. Departmental officials also indicated to us that they are jointly responsible for leading the federal
government’s actions to implement the NAPCC, including establishing joint federal, provincial and territorial
mechanisms, encouraging the involvement of the many players and engaging all Canadians to take action. However,
the two departments have limited authority and capability to ensure that action is taken in other federal entities, in
other jurisdictions, in industry, in non—governmental organizations, or by individuals.

3.81 In general, Environment Canada holds primary responsibility for the development of overall environmental
policy on climate change, including climate science and public education. NRCan is more involved in developing
and co—ordinating Canada’s domestic implementation strategy, including dealing with the industrial sectors. The
two departments also share responsibility for developing new policy options and measures to deal with climate
change, and for leading the federal government’s efforts to reduce its own greenhouse gas emissions. Therefore, in
our view, these two federal departments share responsibility for championing or co—-leading Canada’s response to
climate change.

3.82 However, in reviewing departmental documents submitted to Parliament by Environment Canada and
NRCan, we found that they were silent on the exact nature of their co—leadership role and their responsibilities for
implementing the NAPCC. For example, the Reports on Plans and Priorities (formerly Part III of the Estimates),
Performance Reports and Sustainable Development Strategies for both departments describe their roles and
responsibilities for climate change issues as they relate specifically to their own departmental mandates.

3.83 Roles and responsibilities of other federal players are not specified. We would expect the federal
government to assign roles and responsibilities to the various federal players and to be able to tell Parliament who in
the federal government is accountable for federal actions supporting the implementation of the NAPCC. To
determine roles and responsibilities, we examined the interdepartmental co—ordinating mechanisms and agreements
related to climate change.

3.84 In addition to Environment Canada and NRCan, many other federal departments and agencies have roles
and activities under their own mandates that support Canada’s response to climate change. These include
Agriculture and Agri—-Food Canada, the Canadian International Development Agency (CIDA), Department of
Finance, Department of Fisheries and Oceans, Department of Foreign Affairs and International Trade, Health
Canada, Industry Canada, the Privy Council Office, Public Works and Government Services Canada, Transport
Canada, and the Treasury Board Secretariat. All federal entities also have a responsibility to make a contribution to
implementing the NAPCC by reducing greenhouse gas emissions in their own operations. Therefore, the federal and
national response to climate change requires co—ordination at the federal level.

3.85 In January 1995, the four federal resource departments — Agriculture and Agri—-Food, Environment,
Fisheries and Oceans and Natural Resources — signed a three—year Memorandum of Understanding (MOU). The
MOU’s purpose is to help the departments increase co—ordination, work together on joint projects and implement a
framework for sustainable development science and technology in the natural resource sectors. Climate change is
identified as a priority issue for collaboration and research. The MOU calls for finding the best ways for the four
departments, individually and together, to address scientific uncertainties and communicate the significance of
climate change to Canadians. The climate change and variability component of this MOU covers climate science
and, to an increasing degree, impacts and adaptation. The latter were added to the mandate of the MOU in the fall of
1997. An extension to this MOU was being negotiated at the time of our audit.

3.86 In addition, the interdepartmental Program of Energy Research and Development (PERD) helps 12 federal
departments to co—ordinate their energy research and development, including the areas of energy efficiency,
renewable energy and technologies to reduce greenhouse gas emissions. Since April 1996, PERD has increased its
support to the climate change issue.



3.87 An Interdepartmental Core Assistant Deputy Ministers Committee, established in June 1997, serves as the
main mechanism of federal co—ordination for the climate change issue in connection with the federal government’s
preparation for Kyoto and to manage the implementation of the Kyoto Protocol. The Committee currently comprises
representatives from 10 departments and agencies — Agriculture and Agri-Food, CIDA, Environment, Finance,
Foreign Affairs and International Trade, Industry, Natural Resources, the Privy Council Office, Transport, and
Treasury Board Secretariat. This Core Committee, co—chaired by Environment Canada and NRCan, is used to
develop federal consensus on key issues and strategies related to climate change and to co—ordinate the management
of the federal activities. However, it has no documented terms of reference.

3.88 In summary, we were unable to find any documentation providing a substantive definition of the nature of
the federal government’s leadership role in relation to climate change. Neither the interdepartmental co—ordinating
mechanisms nor agreements have helped to clarify federal roles and responsibilities in implementing the NAPCC,
including requirements for reporting to Parliament on the climate change sectoral activity. Federal departmental
officials were unable to provide us with any other relevant documentation. In our opinion, the federal government
has failed to devise an acceptable means by which it can be held accountable for its leadership of the climate change
issue, and for federal participation in implementing the NAPCC.

Key element:
5 Leadership role of federal government clearly defined — No progress
6 Roles and responsibilities for all federal players related to climate change specified — Some progress

Improvements in accountability are required

3.89 The federal, provincial and territorial governments agreed to the NAPCC as Canada’s response to the
United Nations Framework Convention on Climate Change, and agreed to use the current national framework to co—
ordinate their “partnership” efforts in addressing climate change. Under the NAPCC, accountability for actions and
results is spread among many players. The success of a partnership or partnering arrangement requires a willingness
to accept specific roles and responsibilities at the outset to avoid misunderstandings and to establish accountability
for taking action and achieving results.

3.90 Because specific roles and responsibilities of the various players in the NAPCC have not been established,
we were unable to determine their individual contribution to achieving Canada’s stabilization goal or the true nature
of the federal, provincial and territorial relationship involved. In our opinion, no true partnership has been set up
between the various levels of government to reach Canada’s stabilization goal.

391 We believe that undefined and diffused accountability erodes the authority and responsibility of the federal,
provincial and territorial governments and their officials and makes it difficult for anyone to measure their
respective performance. It also means that accountability for Canada’s progress toward its stabilization goal is
obscured. Nevertheless, in our opinion the federal government remains accountable to Parliament for establishing an
effective management structure to respond to climate change.

Key element:
7 Establishment of clear contributions (expected of the various parties) designed to achieve the overall goal —
No progress

3.92 The federal government should clarify its roles and responsibilities for achieving Canada’s climate
change commitments, including its leadership role and the roles and responsibilities of the various federal
players.




3.93 The federal government, working with other levels of government and major stakeholders, should
make a concerted effort to develop an effective management structure to respond to climate change.

3.94 The federal government should take the lead in working with the provinces and territories to set up a
partnering arrangement, with written agreements on roles, responsibilities and contributions for meeting
Canada’s climate change commitments.

Public Awareness and Education Program Required

3.95 Given the importance placed by the federal government on involving all Canadians in addressing climate
change, we would expect it, as national leader, to co—ordinate the development of a national public awareness and
education program on climate change.

There is a long—standing recognition of the need for public awareness and education

3.96 For over seven years, the federal government has identified the need for a national public awareness and
education campaign on climate change (Exhibit 3.2).

Exhibit 3.2

Extracts from Government Documents Related to Public Awareness and Education on Climate Change

Source

Extract

November 1990 — National
Action Strategy on Global
Warming

e  Itis proposed that governments launch initiatives to educate and inform Canadians of the
nature of the global warming problem, their role in the problem, and how they can help resolve
it.

December 1990 — Canada’s
Green Plan

Limiting greenhouse gases by informing and challenging Canadians:
e  The Government of Canada will launch a major public information campaign, beginning in
1991, in order to stress the importance of individual action and to put Canadians in a position
to make more informed decisions.

1992 — The United Nations
Framework Convention on
Climate Change (signed and
ratified by Canada)

Education, Training and Public Awareness:
. Article 6(a) states, among other things, that Parties shall promote and facilitate, at the national
level, the development and implementation of educational and public awareness programs on
climate change and its effects.

February 1995 — Canada’s
National Action Program on
Climate Change

A National Communication Program:
e An action—oriented public education campaign on climate change, co—ordinated with other air
issues where appropriate, will be developed for Canadians.

December 1996 —
Government of Canada press
release following a Joint
Ministers Meeting

National Climate Change Outreach Initiatives:
e Using an alliance-building approach, Environment Canada will involve a broad range of
educators, governments at all levels, businesses, environmental groups and others in reaching
out to Canadians about climate change.

April 1997 — Environment
Canada’s Sustainable
Development Strategy

e The department plans, among other things, to commence a national education and outreach
initiative.

A public awareness and education program is necessary for many reasons

3.97 As stated in the 1990 Green Plan, an informed public is considered essential in responding to climate
change. Actions by individual Canadians are part of the problem and are a necessary part of the solution. In 1995 the




NAPCC noted the need for a national communication program, because developing public opinion is critical if
Canadians are to take actions individually and to work in partnership with government.

3.98 Canada’s Second National Report on Climate Change (1997) noted that surveys consistently show a lack of
awareness about what individuals can do to help reduce the levels of greenhouse gas emissions produced by Canada.
We also found in interviews with a wide variety of stakeholders that virtually all of them strongly agree on the need
to increase public awareness and education.

3.99 Government documents and our interviews with stakeholders identified several reasons why a public
awareness and education program is needed. These include the need to:

+ inform Canadians about Canada’s international and domestic commitments related to climate change;
« explain Canada’s national program for responding to climate change;

+ recognize and understand legitimate, but different, points of view and present them in a fair and balanced
manner;

+ clarify what the science says or does not say;
« help in understanding the potential impacts and costs of inaction;

« explore the costs and benefits of different mitigation and adaptation measures, including their socio—economic
impacts;

+ help exploit opportunities presented by climate change;

« understand the links between various activities and greenhouse gas emissions;

« prepare the groundwork for successful stakeholder consultations on new measures;
« promote public acceptance of new measures and policies;

« explore what members of the public can do on their own; and

+ promote behavioural and lifestyle changes.

Specific roles and responsibilities are not assigned

3.100 Although the NAPCC identified the need for a national communication program, it did not define what the
specific components of such a program would be. We found that they are still undefined. In addition, specific roles
and responsibilities have not been assigned for developing and implementing such a program, including leading and
co—ordinating it.

Individual actions have been undertaken or proposed

3.101 The 1996 federal-provincial—territorial review of the NAPCC and Canada’s Second National Report on
Climate Change (1997) both noted that there are many activities in Canada that make information available to the



public or raise awareness about climate change. Canada’s Second National Report also identified a number of
related efforts initiated by all levels of government and by some non—governmental organizations.

3.102 In addition to those efforts, we noted that a number of other initiatives have been proposed. For example:

+ Inearly December 1997, the Government of Canada announced an Environment Canada initiative to build on
its current public information, environmental citizenship and community action initiatives to make available to
Canadians up—to—date and credible information on climate change. This announcement also recognized NRCan’s
energy efficiency and alternative energy initiatives as a practical means of reducing greenhouse gas emissions. In
addition, the announcement indicated that co—operative efforts with other federal departments, interested provincial
governments, educators, non—governmental organizations and the private sector would be developed. However,
departmental officials have informed us that these initiatives are not formally linked to a national communication
program.

+ The National Air Issues Co—ordinating Committee, which forms part of the national co—ordinating mechanism
described in Appendix B, has identified as one of its long—term priorities to educate the public and increase public
awareness of the need for action on air issues. In late 1993 it established a Public Education Task Group. This Task
Group plans to develop an inventory of existing public education efforts and products in all jurisdictions on various
air issues, including climate change. This work is scheduled to be completed by the end of March 1998.

« The National Round Table on the Environment and the Economy (NRTEE) established a National Forum on
Climate Change in early 1998. A panel of 26 citizens chosen from among recipients of the Order of Canada or the
Meritorious Service Decoration will hear from climate change experts and stakeholders. The NRTEE has indicated
that one of the outputs of the Forum will be a declaration that will assist Canadians by providing an objective and
unbiased statement of the climate change challenge.

A national public awareness and education program has been promised but not launched

3.103 The 1996 review of the NAPCC stated that the numerous information programs in place are not considered
an adequate substitute for a national communication program. It also confirmed that a national program had not been
launched. In addition, it stated that the current information programs are designed to support specific actions rather
than to raise awareness in general.

3.104 Canada’s Second National Report (1997) identified several individual initiatives and stated that they are in
keeping with Canada’s commitment to develop a national communication program on climate change. However,
despite the many individual efforts to inform and educate the public, we found that to date there has been inadequate
national leadership and co—ordination of these efforts. Over the last seven years Canada has, in our opinion, lost an
opportunity to increase public awareness and education on climate change, to prepare the public for a national
debate on policy options and to ensure that Canadians support policies designed to meet the challenges presented by
climate change.

Key element:
8 National communication initiative for public awareness and education delivered — No progress

3.105 In keeping with Canada’s commitment to develop a national public awareness and education
program on climate change, the federal government should take the lead role in developing this program,
seeking the co—operation of other levels of government and major stakeholders.




3.106 The federal government should then take a key role in co—ordinating the implementation of a
national public awareness and education program on climate change, in conjunction with other levels of
government and major stakeholders where necessary.

A Broad Portfolio of Measures Is Required

The current approach is insufficient to achieve Canada’s stabilization goal

3.107 The federal government employs a limited number of policy measures. The federal government has an
extensive range of policy instruments within its own jurisdiction that it could use to meet its policy objectives. These
include voluntary measures, information programs, research and development, regulations, taxes, charges, subsidies
and incentives. Within these instruments, the federal government as well as provincial and territorial governments
have concluded that a broad portfolio of measures will be required to respond to climate change.

3.108 However, at this time the federal government has ruled out one of the many possible types of taxation—a
carbon tax on fossil fuels—as a means of reducing greenhouse gas emissions. To date, it has chosen to employ only
a limited number of policy measures and has favoured voluntary approaches. Also, given recent fiscal restraints,
fewer resources have been available for major grant and contribution programs. In addition, in recent times the
government has generally been reluctant to make extensive use of regulations as a major policy tool.

3.109 Efforts to develop new measures to meet Canada’s stabilization goal have, for the most part, been based on
consensus among all levels of government. Mechanisms have been set up between the federal government and the
provincial and territorial governments (see Appendix B), and within the federal government, to co—ordinate national
action on climate change and to develop new options to meet the current commitment. Various consultation
mechanisms have also been set up over time to involve municipalities and other stakeholders in the decision—making
process and to help identify solutions.

3.110  There is a long-recognized need to develop new options. As illustrated in Exhibit 3.3, the federal
government has long recognized the need to develop new options and measures to meet the stabilization goal.

Exhibit 3.3

Long-Recognized Need for New Options and Measures

Source Summary Statement
November 1990 — National Action e  Called for a review of far-reaching measures that may be required to reduce greenhouse
Strategy on Global Warming gas emissions, but that could have implications for the lifestyle of Canadians or important

regional and economic impacts.

December 1990 — Canada’s Green e The federal government indicated that, with its partners, it would begin examining and
Plan preparing additional measures that would yield more far-reaching changes in the way
Canadians use energy.

November 17, 1993 — Joint e  Joint announcement by the federal, provincial and territorial energy and environment
Ministers Meeting (JMM) ministers that they had instructed their officials to proceed with the development of
options that will meet Canada’s current commitment.

November 8, 1994 — IMM e  Joint announcement that the ministers had agreed to return to their respective
governments to determine the full range of options.

February 20, 1995 — JMM e  Joint announcement that, in order to continue to close the gap, ministers agreed to
proceed with the development of options that will meet Canada’s stabilization goal and to
report on their evaluation of the full range of options in November 1995.




November 20, 1995 — IMM e  Joint announcement indicating that it is important to continue to consider the full range of
tools available to Canada to help meet its climate change commitments.

November 1996 — Review of the e  Concluded that opportunities existed for further progress by developing and
National Action Program on implementing additional initiatives.
Climate Change (NAPCC) e  Noted that cost—effective opportunities remained and that Canada was not applying

precautionary measures to the fullest.

December 12, 1996 — IMM e  Joint announcement that actions to date will not be sufficient to meet the stabilization
target; called for speedy implementation of new initiatives, and further actions in addition
to those announced at that time.

November 12, 1997 — IMM . Joint announcement on the need to strengthen and broaden efforts under the NAPCC,
including examining innovative approaches and reviewing measures across all sectors.

3.111 Since 1993, the federal, provincial and territorial ministers of energy and the environment, at their annual
Joint Ministers Meeting, have repeatedly called for their officials to develop new options and measures to meet the
stabilization goal. Moreover, these ministers agreed in November 1997 that Canada’s response to climate change
needs to be based on a clear understanding of the implications of any package of measures—their environmental and
economic impacts, costs and benefits.

3.112 Work has been done in Canada on identifying various options that could be used to respond to climate
change. Different economic models have been used to examine the effects of implementing some of these. These
models forecast the potential costs of some of these options, with a wide range of results. While providing an
important source of information, these models are only one input into the selection of options.

3.113  In summary, notwithstanding the federal-provincial/territorial co—ordinating framework and the work done
on various options, no agreement has been reached on a broad portfolio of measures designed to achieve Canada’s
stabilization goal. The challenge is not to find the best set of measures today that will deal with climate change over
the next century. Rather, it is to select a prudent strategy supported by a broad portfolio of measures, begin moving
in the right direction and adjust the strategy and measures over time in the light of new information. The federal
position is that the policy measures currently employed to address climate change will not achieve Canada’s
stabilization goal on their own; that is, the current approach with its heavy emphasis on voluntary measures is not
sufficient to deal with the problem.

Key element:
9 A broad portfolio of measures developed — Some progress
10 Interjurisdictional agreement on measures designed to achieve the goal — No progress

Cost and benefit analyses need to be developed

3.114 Making decisions about climate change requires balancing the interests of both the producers and the
consumers of energy, as well as weighing the costs and benefits of precautionary action against the costs and
benefits of inaction. The federal government has concluded that measures to address climate change present
opportunities for Canada, such as enhancing competitiveness in areas like environmentally friendly technologies.

3.115  The current federal position is that all Canadians will incur costs to respond to climate change but they will
also incur costs if Canada and the global community do not take action. The NAPCC recognized the need to
comprehensively assess the costs—the environmental, economic and social consequences—of not taking action to
address climate change. Yet a 1996 review of the NAPCC reported that little or no work was under way in Canada
to assess the economic implications of inaction.




3.116 In our opinion, governments need additional information on the costs and benefits of inaction as well as the
costs and benefits of action — both in qualitative terms and, where cost—effective and feasible, in quantitative terms.
Such information is needed at regional, sectoral and individual levels and is required to make a sound cost/benefit
decision on a portfolio of measures to address climate change. This information, an essential element for policy
development and decision making, has not yet been fully developed and consequently cannot be communicated to
Canadians.

3.117 The Canada Country Study (1997), prepared by Environment Canada in conjunction with stakeholders,
represents the first national assessment of potential socio—economic and environmental impacts of climate change
on Canada. While it does not quantify the potential costs to Canada of inaction, it does point out that a great deal of
work remains to be done before the costs can be estimated.

Key element:
11 Costs and benefits of action and inaction analyzed — Some progress

3.118 The federal government, in conjunction with other levels of government and major stakeholders,
should increase its efforts to obtain a clearer understanding of the costs and benefits of inaction as well as the
opportunities inherent in dealing with climate change, and should communicate these to Canadians.

3.119 The federal government, in conjunction with other levels of government and major stakeholders,
should develop a clearer understanding of the environmental, economic and social costs and benefits of
possible measures to address climate change, as well as the distribution of these costs and benefits among
regions, sectors and individuals.

3.120 The federal government should increase its efforts to develop a federal portfolio of measures to help
meet Canada’s climate change commitments, in consultation with other levels of government and major
stakeholders.

3.121 The federal government, in conjunction with the other levels of government and major stakeholders,
should make a concerted effort to obtain agreement on a broad national portfolio of measures designed to
meet Canada’s climate change commitments.

Monitoring Implementation of the National Action Program on Climate
Change

The NAPCC requires a plan to implement its strategic direction

3.122  To translate the strategic direction of the NAPCC into action, we expected to find a comprehensive national
implementation plan listing the key actions designed to achieve Canada’s stabilization goal. We would expect this
plan to describe who would undertake the actions, what resources would be allocated, when each action would be
completed and what results were expected. We also expected that the federal government would have taken the lead
in developing such a plan.

3.123  As already noted, the NAPCC itself is silent on how its strategic direction is to be implemented. Further, no
agreements have been reached between federal and provincial or territorial governments or among federal entities on
how a plan will be developed or progress monitored.




3.124  While all Canadians have a role in implementing the NAPCC, we found that nobody has been assigned
overall responsibility for ensuring that Canada has a workable plan designed to meet the stabilization goal.

3.125 The 1996 review of the NAPCC found that, for some actions, no responsible decision makers had been
identified or no action taken by any jurisdiction. Work done as part of the review also found that the NAPCC does
not encompass all of the actions that are being undertaken to reduce greenhouse gas emissions.

3.126  Our own examination of the NAPCC found that the strategic direction for mitigation activities in four
sectors (transportation, industry, residential and commercial, and agriculture and forestry) indicated that “Canada”
would undertake certain actions. In our opinion, a plan is needed that indicates who specifically will undertake each
of those actions.

3.127 However, we found no written plan to implement the strategic direction of the NAPCC. Furthermore, the
fact that the list of actions under the NAPCC is not comprehensive makes it difficult to know who is working on
other actions and what the actions are designed to accomplish.

Key element:
12 National implementation plan developed — No progress

Clear and concrete performance expectations have generally not been established

3.128 We expected to find clear and concrete performance expectations established for individual actions
undertaken to implement the NAPCC. Performance expectations outline the performance that is targeted or expected
in the future. Comparing achievements with stated expectations allows performance to be assessed and reported.

3.129 The 1996 review of the NAPCC found that performance expectations in the form of measurable results to
be achieved had been developed for only a few of the individual actions under way. We believe that more work
needs to be done in this area.

Key element:
13 Clear performance expectations established for individual actions — Some progress

Implementation milestones and interim targets have not been defined

3.1.30 The NAPCC specified only one goal: the stabilization of greenhouse gas emissions at 1990 levels by the
year 2000. We found that no milestones or interim targets have been established to assess progress. It is important to
know on a regular basis how much progress is being made against interim targets so that the actions under way can
be adjusted and new approaches and measures introduced as required. In the absence of milestones and interim
targets, it is difficult to take timely corrective action.

Key element:
14 Implementation milestones and interim targets identified — No progress




While many actions are being taken, what matters is the results

3.131 Our examination noted that despite the lack of a detailed implementation plan, many actions are being
taken to address the climate change issue, including those under the Climate Change Voluntary Challenge and
Registry (VCR) Program. The VCR Program, launched in early 1995 by federal, provincial and territorial energy
and environment ministers, is the single most important new program established under the NAPCC. The VCR
Program issued a challenge to Canadian companies and organizations and all levels of government to develop action
plans to voluntarily limit or reduce their greenhouse gas emissions. It maintains a public registry that records
commitments, plans and progress. In October 1997, it became a stand—alone not—for—profit corporation. The board
of directors of this corporation includes representatives from the private sector, two federal departments
(Environment Canada and NRCan) and three provincial governments.

3.132 The 1996 review of the NAPCC identified a total of 475 actions (policies and programs or measures) by
various levels of government. It noted that while the actions may not achieve short—term reductions in emissions,
they may nevertheless be significant for other purposes, such as setting the basis for future action.

3.133 In November 1995, the federal government issued its Federal Action Program on Climate Change: Leading
the Way Forward. It sets out the Government of Canada’s agenda and concrete actions planned in pursuit of its
long—term commitment to address climate change under the NAPCC, including leading by example by getting its
own house in order. The Federal Action Program pertains only to federal departments and agencies.

3.134 At the same time, the federal government submitted its plan (Emission Reductions from Federal
Operations) to the VCR Program. The expected contribution has been established only for federal operations as a
whole and not for individual entities. The expected federal contribution is to surpass the stabilization goal for its
operations by the year 2000 and to reduce its greenhouse gas emissions from 1990 levels by at least 20 percent by
the year 2005.

3.135 Inits October 1997 progress report to the VCR Program, it estimated that through various actions, and
taking into account the effects of downsizing, total federal greenhouse gas emissions decreased by about 8 percent
during the period 1990 to 1996. It also projected that its total emissions would be 18 percent lower in 2000 than in
1990, and 27 percent lower in 2005. While it is important for the federal government to set an example, its
operations account for less than one percent of Canada’s total greenhouse gas emissions.

3.136  The plan the federal government submitted to the VCR Program indicated that federal Crown corporations
are excluded, noting that they are responsible for submitting their own action plans. Departmental officials have
informed us that as of 1 January 1998, no federal Crown corporations are included in the VCR Program registry. If
the federal government is to provide national leadership by example, we would expect to see broader participation in
the VCR Program by federal Crown corporations. It was beyond the scope of this audit to determine whether Crown
corporations have action plans in place to reduce their greenhouse gas emissions.

3.137 In our opinion, while many actions are being undertaken under the NAPCC, what matters is the results of
the actions and whether the results will be sufficient to reach Canada’s stabilization goal.

Key element:
15 Actions undertaken to achieve the goal — Some progress




Improved performance information is required

3.138 We previously assessed the performance information (performance expectations and performance
achievements describing what was actually achieved) for one of the key elements of the NAPCC, NRCan’s energy
efficiency initiatives. The Auditor General’s April 1997 Report chapter on NRCan’s 16 energy efficiency initiatives
not related to research and development found that the current performance information on them was not sufficient
to determine the contribution they were making to Canada’s stabilization goal.

3.139 The 1996 review of the NAPCC assessed the performance information for another of its key elements, the
VCR Program. The 1996 review stated that the VCR Program had so far focussed on increasing participation and
not on results expected or results achieved from action on the submitted plans. It noted that only about half of the
action plans had quantified their achievements to date.

3.140  The 1996 review noted that the nature of the information provided on each NAPCC action makes it
impossible in most cases to determine the quantitative impact of the action, but there was some qualitative
information to indicate progress. Canada’s Second National Report (1997) provided an overview of some of the
actions being taken by all levels of government. For most of the individual actions, no information was provided on
the results expected by the year 2000 or achieved to date. However, the report does provide limited aggregate
information on expectations and achievements on a sector basis. In our view, additional qualitative information as
well as quantitative information, where cost—effective and feasible to gather, would help decision makers judge
whether the actions are succeeding and to what extent they can be relied upon to contribute to Canada’s stabilization
goal.

Key element:
16 Results—based information on performance made available to decision makers — Some progress

No agreement exists on broad—based performance indicators

3.141 Performance indicators are needed to monitor changes over time, evaluate differences across jurisdictions
and reveal the underlying factors that influence trends in greenhouse gas emissions. As noted in Canada’s first
National Report on Climate Change (1994), climate change indicators must also provide insight into the underlying
social, environmental, economic and technological factors that influence emission trends.

3.142 The NAPCC states that the ultimate indicator of progress will be the overall reductions in greenhouse gas
emissions that the Program achieves, as demonstrated by the national greenhouse gas inventory. It also says that
other broad—based socio—economic or environmental indicators of progress will be considered to ensure that Canada
remains on track with the strategic directions established.

3.143  As part of the 1996 review of the NAPCC, work was done to identify potential indicators related to climate
change from data that were currently available. Information presented in the review included number of households,
commercial floor area, gross output of industry and vehicle kilometres travelled. Two other reports provide
information on potential indicators related to greenhouse gas emissions and energy use — Trends in Canada’s
Greenhouse Gas Emissions, prepared by Environment Canada, and Energy Efficiency Trends in Canada Report,
prepared by NRCan.

3.144 In our opinion, the existence of a variety of performance indicators in a number of documents does not
constitute a national consensus on the standard set of broad—based socio—economic or environmental performance
indicators that could be used by Canada to assess its overall progress.




Key element:
17 Development of broad—based performance indicators to be used to measure progress — Some progress

There is limited results—based monitoring of the NAPCC achievements

3.145 It is important for the federal government, as well as Parliament, to know what the NAPCC has achieved
over time. Therefore, we would expect to find a formal results—based monitoring system to record, assess and report
progress against expectations in implementing the strategic direction of the NAPCC.

3.146  Although the NAPCC stipulates that action plans are to be verifiable, it is silent on the regime to be put in
place to measure and monitor results. The National Air Issues Co—ordinating Committee was given responsibility
for undertaking formal reviews of the NAPCC every two years. These reviews are intended to inform stakeholders
and policy makers of progress being made toward Canada’s stabilization goal and to identify opportunities for
further actions. The 1996 review of the NAPCC was its first review.

3.147 Some indicators of progress are reported in the two reports on trends referred to in paragraph 3.143, and
also through the VCR Program. However, the 1996 review found that there was no procedure for regular and
uniform reporting on all individual actions under the NAPCC. Work done as part of that review indicated that such a
reporting procedure is essential for measuring progress and would lay a solid foundation for informed decision
making and future evaluations.

3.148 The review concluded that while governments are building on previous initiatives and identifying new
opportunities for action, there is little evidence of a systematic approach to sharing experience among jurisdictions
on the benefits of individual measures. The review found that the NAPCC’s overall effectiveness, as well as the
usefulness of efforts to review it, are compromised by inadequate program co—ordination. Although the review
recommended changes to the program’s co—ordinating mechanism, we found no evidence of any such changes.

3.149 A review of the progress reports on action plans submitted to the VCR Program is being undertaken by
NRCan.

3.150 In our opinion, the burden of proof is on the federal government, as national leader, to demonstrate that
progress is being made as a result of the NAPCC, to assess what is working and what is not, to promote the sharing
of lessons learned, and to encourage timely corrections as necessary. The current activity—based and informal
performance monitoring does not achieve this.

Key element:
18 Performance monitored for results at regular intervals — Some progress

3.151 In summary, we were unable to find an implementation plan to put into operation the strategic direction set
out in the NAPCC and to meet Canada’s stabilization goal. The monitoring system is not adequate to ensure that
concrete, results—based action is taken, that results are evaluated regularly, or that adjustments are made as required.
In our opinion, Canada has failed to implement the strategic direction provided by the NAPCC.

3.152 The federal government should take the lead in making a concerted national effort, in conjunction
with other levels of government and major stakeholders, to develop a formal, results—based implementation
plan with performance expectations, including interim targets and a monitoring system, designed to achieve
Canada’s climate change commitments.




Information to Parliament Needs to Be Enhanced

3.153 Parliament has shown a long—standing interest in the climate change issue (see Appendix E). It is important
that the actual results being achieved with the NAPCC are measured, reviewed and reported to Parliament in a way
that provides it with the information it needs in its oversight of Canada’s response to climate change and in a manner
that ensures transparency and accountability. We would expect information to Parliament to be, among other things,
meaningful and complete.

3.154 The Auditor General’s 1994 Report chapter on information for Parliament stated that in any group of
activities defined by the government as a sectoral activity and carried out by more than one department or agency,
one department has to be given the lead responsibility to provide a summary—level report to Parliament on the
activity overall. We would expect that a consolidated summary—level report on the progress being made on Canada’s
national response to climate change, including references to additional information, would be tabled in Parliament.

3.155 As we have already noted, there is no written agreement on the specific roles and responsibilities of federal
players for reporting to Parliament on the climate change sectoral activity, including the lead role to consolidate the
information.

Reporting to Parliament is fragmented and piecemeal

3.156 Various departments and agencies have tabled a number of documents in Parliament that contain
information related to Canada’s national response to climate change. Given that Environment Canada and NRCan
are the federal co—leaders on climate change, our review focussed primarily on documents prepared by them. These
documents include Reports on Plans and Priorities, Performance Reports, Sustainable Development Strategies and
NRCan’s annual Report to Parliament on the Administration and Enforcement of the Energy Efficiency Act.

3.157 These reports contain several references to various federal initiatives related to climate change and provide
general information on them. They also contain some cross—references to climate change matters in other
documents, some of which have been tabled in Parliament.

3.158 We noted that although the amount of information to Parliament on the climate change issue has increased
over the last few years, it has been reported in isolated segments scattered throughout several documents. In our
view, this fragmented and piecemeal reporting makes it difficult for Parliament to oversee the climate change
sectoral activity.

3.159 There are numerous other documents that provide general information on climate change and information
on Canada’s related initiatives. These documents are not tabled in Parliament but are in the public domain. We have
already referred to several of them in this chapter. Four of the most significant are the National Action Program on
Climate Change (NAPCC), the 1996 review of the NAPCC and Canada’s 1994 and 1997 National Reports on
Climate Change — Actions to Meet Commitments under the United Nations Framework Convention on Climate
Change.

Summary-level information on climate change is incomplete

3.160 We believe that Parliament is not being provided with meaningful and complete summary—level
information. To a certain degree, the issue is not a lack of general information on climate change at the operational
level but a lack of information at the broader or overall level. Information at a summary level would, for example,
inform Parliament about the federal government’s roles and responsibilities, including its national leadership role, its
accountability for implementing the NAPCC, the results being achieved and, to the extent possible, the human and
financial resources allocated to addressing climate change. However, due in part to deficiencies we have already



described (lack of clear roles and responsibilities, absence of an implementation plan, and a limited results—based
monitoring system), this information has not been produced.

3.161 In our opinion, this lack of consolidated summary-level reporting to Parliament could hinder its ability to
provide effective oversight of Canada’s response to climate change.

Key element:
19 Summary-level reports tabled in Parliament — No progress

3.162 The federal government should enhance its reporting to Parliament on the climate change sectoral
activity by assigning a lead department to prepare a consolidated, summary—level report on a periodic basis.

Conclusion

The Federal Government Has Not Applied Sound Management Principles

3.163 We recognize that meeting the ultimate objective of the United Nations Framework Convention on Climate
Change is expected to be a long—term journey with several interim steps along the way. The National Action
Program on Climate Change is Canada’s initial step. We also recognize that responding to climate change poses a
huge challenge for the federal government. Nevertheless, we would expect the government to apply sound
management principles to help meet this challenge.

3.164 Our assessment of the federal government’s management of the implementation of Canada’s domestic
policy commitment on climate change has been provided throughout the chapter as well as in the exhibit in the
Executive Summary. Overall, we found that the federal government has not applied sound management principles.
The result is an implementation gap, with Canada’s performance falling far short of its long—standing domestic
policy commitment. This gap reflects the failure to translate policy direction into effective action. The federal
government’s leadership role in the climate change issue has not been clearly defined, and appears to be largely a
passive one.

3.165 In our opinion, if Canada is to meet its climate change commitments, strong federal leadership is required
to build upon the strategic direction of the NAPCC. The federal government has a responsibility to lead the nation in
developing a realistic, broad—based and cost—effective response to climate change that minimizes any negative
impact and maximizes any positive impact on Canada’s economy and international competitiveness.

3.166 We noted that the federal, provincial and territorial ministers of energy and the environment agreed, in
November 1997, to work collaboratively to develop a national implementation plan following the December 1997
Kyoto Conference on climate change. Since then, the federal government has agreed to take the lead in developing
such a plan.

3.167 In this chapter, we have made a number of recommendations based on our examination of Canada’s
attempts to reach its stabilization goal. These recommendations are also relevant to meeting any new climate change
commitments that Canada may set, and thus can serve as lessons learned for the future.




Improved Management of Horizontal Issues Is Required

3.168 A growing number of public policy issues cut across departmental mandates and political jurisdictions. The
mandates, resources and expertise to deal with such policy issues lie in a number of federal departments, agencies
and other entities as well as other levels of government. These so—called horizontal issues such as climate change are
a particular challenge for governments because of their complexity and interdependence. But these challenges are
not unique to climate change. There are many areas in which federal and provincial governments have a shared
interest in policy questions. In dealing with these issues, the federal government needs to address its collective
responsibility to serve the broader public interest through interdepartmental and interjurisdictional collaboration and
through consultation with stakeholders.

3.169 In 1995, a federal task force reported on its review of 16 case studies of federal-provincial co—operation in
policy work. It found that success depended on a number of factors: building trust, which requires openness and
careful attention to the interests of all parties; working within existing mechanisms of co—operation such as standing
committees of officials; and developing a shared sense of the need to collaborate.

3.170  In our opinion, the federal government needs to develop a more appropriate and comprehensive process for
providing federal leadership and management of climate change, a horizontal issue that falls into an area of shared
jurisdiction and shared accountability.

3.171 Inissues such as climate change that involve reconciliation of a wide range of political and economic
interests, it is clear that effective and sustained central co—ordination will be necessary. Mechanisms must be in
place that involve decision makers at the highest level to resolve issues as they arise. Such processes necessarily
require that the government’s central co—ordinating agencies play a strong and continuing role.

3.172  In future work, our Office will continue to identify factors and principles that support accountable
management and effective accountability relationships in federal partnering arrangements on issues that cut across
departmental mandates and political issues.



About the Audit

Objective

Our audit objective was to assess the adequacy of the federal government’s management of the
implementation of Canada’s domestic policy commitment on climate change, that is, to stabilize
greenhouse gas emissions at 1990 levels by the year 2000 (commonly referred to as Canada’s stabilization
goal). In doing so, we:

+  determined whether accountability arrangements exist and whether the roles and responsibilities of all
parties to the National Action Program on Climate Change (NAPCC) have been clearly identified,
understood and agreed upon;

+ assessed the adequacy of the federal effort in implementing the strategic direction of the NAPCC, and
in monitoring the implementation of the NAPCC;

«  assessed reporting to Parliament on the climate change issue; and

«  assessed the adequacy of federal activities in developing a national public awareness and education
program for climate change, as prescribed by the NAPCC.

Scope

The audit examined Canada’s current domestic policy commitment and the implementation of the NAPCC,
which sets strategic directions in pursuit of Canada’s stabilization goal. Given the domestic and federal
focus of our audit, our work involved mainly the federal environment and energy departments,
Environment Canada and Natural Resources Canada, although we recognize that aspects of climate change
concern all federal departments, agencies and other federal entities and are, therefore, sectoral in nature.

The quantitative information in this chapter has been drawn from the various government sources indicated
in the text. Although this quantitative information has been checked for reasonableness, it has not been
audited unless otherwise indicated.

Audit Methodology

During the planning phase of our climate change audit work, we held a climate change symposium to assist
the Office in gaining a basic understanding of the issues related to the subject of climate change. We also
interviewed over 70 stakeholders across Canada, representing a broad range of interests and many differing
viewpoints. We obtained their perspectives on the climate change issue and their views on the federal
government’s role in addressing it.

As a result of this and of other audit work, a number of potential issues related to climate change were
identified, not all of which could be dealt with in this first audit. We expect to conduct future climate
change work in such areas as auditing the management of the science of climate change and assessing
whether there is a level playing field between fossil fuels and other forms of energy. Other potential issues



for audit work include implementation of Canada’s adaptation strategy, federal leadership related to
alternative sources of energy and assessing the extent to which the federal government has its own house in
order in responding to climate change.

Audit Team

Principal: Ellen Shillabeer
Director: Robert Pelland

Ian Campbell
Stephanie Taylor
Marie Williams

For information, please contact Ellen Shillabeer or Robert Pelland.



APPENDIX A

What Is Climate Change?

Climate includes all the elements of weather, such as temperature, precipitation, sunshine and wind patterns.
Weather comprises these elements at a particular time in a specific location. Climate change refers to changes in the
climate or “average weather” of a given location over a period of time. It includes both warming and cooling trends.
Climate change also refers to changes in all the interconnected weather elements of a region or the planet over a
period of time.

Although climate change and global warming are often used interchangeably, global warming is only one aspect of
climate change. Global warming pertains only to changes in the climate related to a long—term increase in the
average temperature of the Earth.

The Earth’s climate has changed dramatically over the course of the history of the planet, but it has been relatively
stable for the past 10,000 years. While climate change is not a new phenomenon, the present concern is largely over
the accelerated rate of increase in the concentration of greenhouse gases in the atmosphere and its possible link to
climate change.

The mix of greenhouse gases includes water vapour, carbon dioxide, methane and nitrous oxide. These gases are
instrumental in producing a greenhouse effect, which stores heat that would otherwise escape the Earth’s
atmosphere. If these gases build up, they could store more heat, which could lead to climate change.

While the greenhouse effect occurs naturally and keeps the Earth warm enough to sustain life, many scientists
believe that human activities are intensifying this natural process. Such activities include increased burning of fossils
fuels such as oil, natural gas and coal; changes in land use such as deforestation and poor agricultural practices; and
expansion of human population.



APPENDIX B

Federal-Provincial/Territorial Co—ordinating Framework for Air Quality
Issues

Given that jurisdiction over environmental matters is shared, a number of agreements and co—ordinating
mechanisms have been set up for federal, provincial and territorial co—operation in an effort to obtain broad—based
agreement for actions.

In 1989, the first ministers of the federal and provincial governments endorsed a Statement of Interjurisdictional Co—
operation on Environmental Matters. It identified the need for co—ordinated responses from both levels of
government to environmental issues with interjurisdictional impacts, such as climate change. This statement
provided the overall framework for joint environmental action between the two levels of government.

Since 1993, co—ordination between federal and provincial/territorial environment and energy administrations has
taken place primarily through joint meetings of the Canadian Council of Ministers of the Environment and the
Council of Energy Ministers. For the last few years, they have met at least once a year. These joint meetings are
often referred to as Joint Ministers Meetings (JMM). At the JMM, the ministers deal with a variety of common air
quality issues.

In November 1993, the JMM approved a Comprehensive Air Quality Management Framework for Canada. This
framework agreement provides a formal basis for, and encourages all jurisdictions to co—ordinate and co—operate in,
the management of all air quality issues, including climate change, and to do so within the context of sustainable
development. Thus, the JMM serves as the highest level of a national process to develop direction and statements of
intent on climate change.

The JMM established a National Air Issues Co—ordinating Mechanism (NAICM) in 1993 to implement the
framework agreement. The NAICM generally serves as a forum to foster partnerships and co—operative discussions
among environment and energy departments and to build consensus among jurisdictions on identifying and
resolving multi—jurisdictional air quality issues. Its purpose is to co—ordinate progress domestically and to provide
advice to the federal government on the development of international positions on such issues as climate change.

The NAICM consists of a steering committee and a co—ordinating committee. The National Air Issues Steering
Committee (NAISC) comprises federal and provincial deputy ministers of environment and energy and reports to
the JMM. The subcommittee of the NAISC, the National Air Issues Co—ordinating Committee (NAICC), comprises
federal and provincial assistant deputy ministers, typically from the environment and energy departments.

The NAICC, as a component of the NAICM, provides an opportunity to reach a better understanding of government
positions, to set up processes for stakeholder consultation and to reach a broad consensus on priority air quality
issues. It is not a policy—making or decision—making body. The NAICC established a Climate Change Working
Group to act as a focal point for climate change issues, covering both domestic and international aspects. The
NAICC is supported by a Stakeholder Advisory Committee.



The National Action Program on Climate Change (NAPCC) was developed under the direction of the NAICM and
approved by the JMM in 1995 as Canada’s response to the United Nations Framework Convention on Climate

Change. Since then, the NAICM has played a role in co—ordinating the implementation of the NAPCC among
governments.



APPENDIX C

Examples of Key Activities in Environment Canada Relating to Climate
Change

Environment Canada has many activities to support Canada’s domestic and international response to climate change.
Several of its key activities, as reported in its Reports on Plans and Priorities, Performance Reports, Sustainable
Development Strategy and other public documents, help to mitigate greenhouse gas emissions, to improve scientific
understanding of the issue, and to adapt to potential climate change. Examples of these activities are listed below.

Science
¢ Monitors climate and climate change
¢ Develops global and regional climate circulation models
» Participates in international science of climate change
* Researches climate change, including climate impact and adaptation research
* Maintains national inventories of greenhouse gas emissions
* Analyzes non—energy greenhouse gas emission sources
e Leads the Canada Country Study
» Participates in international collaborative projects such as the Boreal Ecosystem Atmosphere Study
e Produced State of the Environment reports including a section on climate change
Education
* Promotes “green” (environmentally friendly) technologies
*  Works with different levels of government and stakeholders on reducing their greenhouse gas emissions
* Develops climate change outreach initiatives including public awareness campaigns
* Strengthens voluntary actions that involve all Canadians

* Promotes energy efficiency and renewable energy
Other

* Develops overall environmental policy on climate change

* Involved in negotiating international commitments to respond to climate change

* Conducts economic and environmental modelling and socio—economic impact analysis

* Prepares, jointly with Natural Resources Canada, Canada’s “National Reports” on Climate Change

* Publishes, jointly with Natural Resources Canada, an annual report on greenhouse gas emissions from federal
operations

* Supports the implementation of the National Action Program on Climate Change




APPENDIX D

Examples of Key Activities in Natural Resources Canada Relating to
Climate Change

Natural Resources Canada has many activities to support Canada’s domestic and international response to climate
change. Several of its key activities, as reported in its Reports on Plans and Priorities, Performance Reports,
Sustainable Development Strategy and other public documents, help to mitigate greenhouse gas emissions, to
improve scientific understanding of the issue, and to adapt to potential climate change. Examples of these activities
are listed below.

Science
* Conducts remote sensing for monitoring the environment
» Undertakes science related to better understanding past environmental conditions and climate

» Undertakes science related to climate variability and climate change and impacts on, for example, the
permafrost regime of northern Canada

* Participates in international science of climate change
» Participates in international collaborative projects such as the Boreal Ecosystem Atmosphere Study
Energy Initiatives

* Provides public information

* Issues regulations (Energy Efficiency Act)

* Conducts research and development on:
- energy efficiency technologies including reducing greenhouse gas emissions from fossil fuel production,
- alternative transportation fuels, and
- renewable energy

* Champions the Climate Change Voluntary Challenge and Registry (VCR) Program

* Analyzes forecasts of energy production and use

* Analyzes trends in energy-related greenhouse gas emissions

» Assists other federal departments to use energy more efficiently

* Publishes, jointly with Environment Canada, an annual report on greenhouse gas emissions from federal
operations

Forestry Measures
* Promotes understanding of the role of forests in climate change
- develops a carbon budget model to measure carbon sequestration and releases from forests

* Promotes sound forest management through, for example, Canada’s network of Model Forests and the Tree
Canada Foundation program

Other
* Leads in developing and co—ordinating Canada’s domestic implementation strategy
- analyzes and develops new mitigation measures
* Conducts economic modelling
* Involved in negotiating international commitments to respond to climate change
* Prepares, jointly with Environment Canada, Canada’s “National Reports” on Climate Change




APPENDIX E

Parliamentary Interest in Climate Change

Parliament has demonstrated a long—standing interest in the climate change issue and meeting Canada’s climate
change commitments. In 1989, the House of Commons Standing Committee on the Environment launched its “Our
Changing Atmosphere” series of studies that dealt with climate change, among other things. The Committee issued
two reports on climate change as a result of its study. Below is a list of these and other parliamentary committee
reports that have dealt with the climate change issue, together with some selected highlights.

In addition to these parliamentary committee reports, the subject of climate change has been raised in the House of
Commons and in the Senate, most recently in the fall of 1997 in connection with the Kyoto Conference.

Parliamentary Committee Interest in Climate Change

Committee/Report

Selected highlights

October 1990 — House of Commons Standing
Committee on Environment, interim report titled
“No Time to Lose: the Challenge of Global
Warming” in its Our Changing Atmosphere series

contained 17 recommendations that address climate
change issues

March 1991 — House of Commons Standing
Committee on Environment, final report titled
“Out of Balance: the Risks of Irreversible Climate
Change” in its Our Changing Atmosphere series

noted that climate change represents a severe threat to
both Canada and the planet as a whole

called for action to be taken now, not in 3 to 5 years
from now, to substantially reduce the rate of
greenhouse gas emissions

called for stronger and more visible national leadership
on climate change

contained the 17 recommendations referred to in the
Interim Report

suggested that Canada’s support of the objective of
stabilizing carbon dioxide emissions at 1990 levels by
2000 was not sufficient, and that well before 2000 this
target should be revised

February 1992 — House of Commons Standing
Committee on Energy, Mines and Resources,
report titled “Sustainable Energy and Mineral
Development: A Realistic Response to the
Environmental Challenges”, An Interim Report on
the Issue of Global Climate Change

made 4 recommendations that addressed climate
change, including the need for a detailed action plan
and the need to identify the potential costs and benefits
of alternative strategies

January 1993 — House of Commons Standing
Committee on Energy, Mines and Resources,
report titled “Sustainable Energy and Mineral
Development: A Realistic Response to the
Environmental Challenges”

made 31 recommendations related to sustainable
energy and mineral development, including 4
recommendations specifically related to greenhouse
gas emissions that addressed climate change




Appendix E (cont’d)

Committee/Report

Selected highlights

January 1993 — Standing Senate Committee on
Energy, the Environment and Natural Resources,
report titled “The Energy Emissions Crisis: A
Viable Alternative”

study on policy options for containing emissions
associated with energy production and use in Canada,
which included 7 recommendations

April 1993 — House of Commons Standing
Committee on Environment, report titled “A
Global Partnership”

made 9 recommendations related to mechanisms that
the federal government might initiate to achieve
Canada’s stabilization goal

June 1995 — House of Commons Standing
Committee on Environment and Sustainable
Development, report titled “It’s About Our
Health! Towards Pollution Prevention, CEPA
(Canadian Environmental Protection Act)
Revisited”

strongly recommended, among other things, that the
federal government meet its international climate
change commitment and that it use, where appropriate
to do so, Part V of CEPA, which includes general
enabling provisions for the implementation of
international air pollution obligations

December 1995 — House of Commons Standing
Committee on Environment and Sustainable
Development, report titled “Keeping a Promise:
Towards a Sustainable Budget”

provided recommendations related to federal fiscal
disincentives to sound environmental practices; many
of the recommendations relate to reducing greenhouse
gas emissions

November 1997 — House of Commons Standing
Committee on Natural Resources and Government
Operations, report titled “The Kyoto Conference
on Climate Change: Let’s Get The Ball Rolling”

called for the federal government in co—operation with
its partners to strive to achieve a revised stabilization
goal by 2010, while taking all possible measures to
minimize any negative impact on Canada’s economy
and international competitiveness

called for precaution and prevention instead of waiting
to react to a problem whose reversibility may be
difficult to judge

December 1997 — House of Commons Standing
Committee on Environment and Sustainable
Development, report titled “Kyoto and Beyond:
Meeting the Climate Change Challenge”

expressed concern about the overall lack of progress
made to date in meeting Canada’s current commitment
offered a number of concrete suggestions for ways in
which Canada’s performance might be improved
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Canada’s Biodiversity Clock Is Ticking

Main Points

4.1 Biodiversity is the variety of life on Earth. It includes all life forms and their associated biological systems.
The conservation and sustainable use of biodiversity is a highly complex issue. Attaining and promoting a better
understanding of biodiversity conservation requires a concerted and integrated effort on behalf of all jurisdictions,
sectors and interests in Canada.

4.2 Jurisdiction over environmental matters like biodiversity is shared between the federal and provincial
governments. Dialogue at relevant ministerial councils is necessary to ensure that biodiversity issues are addressed
across Canada. We were told that biodiversity needs to figure more prominently and frequently in the agendas of the
fisheries, forestry, agriculture, wildlife, parks and environment ministerial councils.

4.3 Canada was the first industrialized country to ratify the United Nations Convention on Biological Diversity.
Canada’s primary response to the Convention has been the development of the Canadian Biodiversity Strategy. The
Strategy is an important first step in providing a national framework for jurisdictional and sectoral planning and
reporting on biodiversity.

44 Canada has been slow to implement the Canadian Biodiversity Strategy and deadlines have been missed.
Federal implementation of the Strategy is still in its early stages as only two of eight federal biodiversity
implementation plans (modules) have been completed to date.

4.5 Completed modules do not contain time frames, resources to be allocated, expected results or performance
indicators. An overall federal implementation plan, incorporating these elements, is needed to achieve national goals
and to judge Canada’s performance on biodiversity against our international commitments.

4.6 Canada’s National Report to the Conference of the Parties to the Convention on Biological Diversity,
currently in draft form, recognizes many challenges associated with biodiversity and identifies activities that are
occurring in Canada. However, the Report is missing many elements, such as targets and time frames that are
needed to operationalize and fully implement the Canadian Biodiversity Strategy.

4.7 Future reporting at the international, federal and provincial levels needs to reflect progress against
predetermined measurable targets. This will allow for results—oriented reporting and a rigorous evaluation of
achievements to date.



Introduction

4.8 The diverse collection of animals, plants and micro—organisms, from the simplest forms to those more
visible to us, such as wild animals and birds, constitutes our “natural world” and contributes to our economic, social
and environmental well-being. This living mosaic constitutes biodiversity (Exhibit 4.1).

Exhibit 4.1

Key Biodiversity Concepts

Biological Diversity or Biodiversity

The variability among living organisms from all sources including, among others, terrestrial, marine and other aquatic ecosystems and
the ecological complexes of which they are part; this includes diversity within species and between species and diversity of ecosystems.

Ecosystem: A dynamic system of plants, animals and micro—organisms and their non-living environment interacting as a functional unit.

(Source: Convention on Biological Diversity, June 1992.)

Value of Biodiversity

Canada’s biodiversity, including the benefits from the use of biological resources, is annually worth $70 billion in the raw (before value
enhancement by manufacturing, services, etc.), sustains millions of jobs and provides the ecological functions that sustain the planet
locally and globally.

(Source: Canada’s Biodiversity, Ted Mosquin, Peter G. Whiting, Don E. McAllister, 1995)

Key Issues Identified in Interviews with Stakeholders

e  Canadians do not understand the word “biodiversity”.

e  There is a lack of interdepartmental-intergovernmental and external stakeholder co—ordination.

e  There is a lack of resources for the Biodiversity Convention Office, individual departments and scientific support.
e  There is no overall federal implementation plan for biodiversity.

e  There were concerns about the proposed Canadian Endangered Species legislation, which was introduced in October 1996 and died
on the order paper in 1997 when the House of Commons was prorogued.

The Objectives of the Convention on Biological Diversity

e conservation of biodiversity
e sustainable use of biological resources

e fair and equitable sharing of benefits resulting from the use of genetic resources

(Source: Convention on Biological Diversity, June 1992)

4.9 The conservation and sustainable use of biodiversity is fundamental to survival on the planet. This has been
recognized as an international issue, with economic implications that scientists estimate to be in the billions of
dollars (Exhibit 4.1). Meeting the challenge of addressing the adverse impacts on biodiversity over the last century




and using biological resources in a sustainable manner now and in the future requires a concerted and integrated
effort on behalf of all jurisdictions, sectors and interests in Canada.

4.10 Our audit objective was to assess the progress made by the federal government in implementing the
requirements of the United Nations Convention on Biological Diversity and the Canadian Biodiversity Strategy. We
began by comparing the current status against the expectations laid out by the government in its own planning
documents.

411 Our assessment of the progress made in both planning and reporting revealed that federal implementation
of the Canadian Biodiversity Strategy is still in its early stages. As a result, we decided to scale back the scope of the
audit and defer further audit work until the implementation of the Canadian Biodiversity Strategy is more fully
advanced.

4.12 The observations contained in this chapter are based on information gathered from consultation with
various government officials, experts from other sectors and document review. Stakeholders who were interviewed
identified a number of key issues (Exhibit 4.1). In order to gain an insight into how departments are implementing
the Canadian Biodiversity Strategy, we reviewed the biodiversity action plan of one department, Agriculture and
Agri-Food Canada. The results of this work are presented as a case study in the Appendix. Further details on the
audit are in About the Audit at the end of the chapter.

Observations

Canada’s International Commitment

4.13 In response to the concern over the continued worldwide loss of plant and animal species and habitats, the
Convention on Biological Diversity was signed by Canada at the June 1992 Earth Summit in Brazil and ratified in
December 1992. Canada was the first industrialized country to ratify the Convention on Biological Diversity and
commit to its three objectives (Exhibit 4.1).

4.14 Environment Canada, through its Biodiversity Convention Office (BCO), represents national interests in
international forums. The BCO, which regards its role as essentially one of facilitator and catalyst, is responsible for
co—ordinating and reporting on Canada’s performance against the objectives of the Convention. One of the strengths
of the BCO has been its ability to bring diverse interests to the table to encourage consideration of the conservation
and sustainable use of biodiversity by a variety of sectors both within and outside government.

4.15 Article 6 of the Convention on Biological Diversity indicates that signatories should have developed
national strategies, plans or programs and integrated biodiversity into sectoral and cross—sectoral plans, programs
and policies. Canada’s primary response has been the development of the Canadian Biodiversity Strategy. The
Strategy is an important first step in providing a national framework for jurisdictional and sectoral planning and
reporting.

Canada’s Biodiversity Strategy

4.16 Following ratification of the Convention on Biological Diversity, the BCO co—ordinated a federal—
provincial—territorial working group that was tasked with completing the Strategy by November 1994. A key
component of the Strategy’s development was extensive consultation with stakeholders including industry, the
scientific community, conservation groups, academia and Aboriginal organizations. While the completed Strategy
was presented to the Canadian Council of Ministers of the Environment (CCME) in November 1994, it was not



released until November 1995 and did not receive ministerial endorsement from all jurisdictions until April 1996.
Federal, provincial and territorial governments are now committed to its five goals (Exhibit 4.2).

Exhibit 4.2

Five Goals of the Canadian Biodiversity Strategy

e  Conserve biodiversity and use biological resources in a sustainable manner.
e  Improve our understanding of ecosystems and increase our resource management capability.
e  Promote an understanding of the need to conserve biodiversity and use biological resources in a sustainable manner.

e  Maintain or develop incentives and legislation that support the conservation of biodiversity and the sustainable use of biological
resources.

e  Work with other countries to conserve biodiversity, use biological resources in a sustainable manner and share equitably the
benefits that arise from the utilization of genetic resources.

4.17 A report on policies, programs, strategies and actions that are under way to implement the Strategy was to
be produced by each jurisdiction, including the federal government, by April 1997. We note that many of these
progress reports intended to facilitate implementation of the Strategy have yet to be completed (see paragraphs 4.21
to 4.25).

International reporting needs improvement

4.18 The Biodiversity Convention Office is also responsible for preparing Canada’s National Report to the
Conference of the Parties to the Convention on Biological Diversity. This first Report to the UN Secretariat, which
was due December 1997, is intended to provide an update on Canada’s implementation of Article 6 of the
Convention. The BCO indicates that this Report has been prepared using the general guidelines reflected in the
Conference of the Parties (COP) decision II/17 (November 1995).

4.19 The BCO has produced a draft report that presents a general assessment of progress and identifies
deficiencies that exist in Canada in implementing the Convention. The report identifies gaps in Canada’s scientific
understanding, Canada’s eroding national capacity to address those gaps, the declining number of taxonomists in
Canada, and the problems of improving biological inventories and accessing existing biological data. The report also
identifies the need for better measures of performance and biodiversity indicators.

4.20 However, the report is missing many elements from the COP Guidelines, outlined in Exhibit 4.3, that are
needed to operationalize and fully implement the Canadian Biodiversity Strategy. These elements would enhance
the usefulness of national reporting.

Exhibit 4.3

Suggested Guidelines for National Reporting Not Addressed in Canada’s Report to the United Nations

e  Determine the specific targets to meet the local, national and international goals in terms of protecting, assessing, utilizing and
benefiting from biodiversity and its components.

e  Summarize and assign relative priorities to the strategic recommendations that have been selected for implementation to cover the
gaps, including activities, policies and tasks.

e  Describe who has agreed to be responsible for particular activities and investments, for example, the public and private entities,
communities and industries.




e  Present the detailed activities, tasks and policies to be implemented. Explain which partner (ministry, industry, indigenous group,
non—government organization (NGO) or university) will implement each item, where and what measures the partners will employ.

e  Present a timetable for the implementation of the various tasks, reflecting priorities that have been assigned. Note signposts to help
signal progress or delay.

e  Provide the budget for the plan of action showing funding requirements for operating expenses, capital purchases, transport and
field costs. List the personnel needed by category of skill or background, the facilities and services required and possible
international technical and financial co—operation.

e  Explain the measures to be used for tracking the results of the action plan and for monitoring changes in the economy, environment
and society. Give the indicators that will be used. Present individuals and organizations that will carry these responsibilities and
indicate how they were selected. Note the audience for the reports, along with the document’s content and timing of
implementation.

(Source: A Call to Action: Decisions and Ministerial Statement from the Second Meeting of the Conference of the Parties to the
Convention on Biological Diversity, November 1995)

Federal Implementation of the Canadian Biodiversity Strategy

Key federal entities

4.21 The conservation and sustainable use of biodiversity is a government—wide responsibility, although the
major portion of the workload is carried by a core group of federal entities (Exhibit 4.4).

Exhibit 4.4

Key Federal Entities for Inplementing the Canadian Biodiversity Strategy

e  Agriculture and Agri-Food Canada

. Canadian Heritage (includes Parks Canada)
e  Canadian International Development Agency
e  Canadian Museum of Nature

e  Environment Canada

e  Fisheries and Oceans

e  Foreign Affairs and International Trade

e Indian and Northern Affairs Canada

° Natural Resources Canada (includes Canadian Forest Service)

The usefulness of biodiversity “modules” is limited

4.22 Individual departments are currently developing a series of biodiversity action plans to implement the
Canadian Biodiversity Strategy. These plans, or modules, as they are referred to by the Biodiversity Convention




Office, are intended to respond to the Canadian Biodiversity Strategy by reporting on existing or planned activities.
The eight modules are to describe federal biodiversity initiatives relating to wildlife, agriculture, forestry, protected
areas, aquatic systems and cross—cutting issues such as education, ecological management and international co—
operation.

4.23 At the time of our audit, only two of eight modules had been completed (agriculture and forestry). We
commend the departments of Agriculture and Agri—-Food Canada and Natural Resources Canada (Canadian Forest
Service) for their leadership. The modules are a valuable tool for focussing and co—ordinating activities in their
respective departments and providing information on these activities to the reader. However, the usefulness of the
modules is limited as they do not contain time frames, resources to be allocated, expected results or performance
indicators.

A federal implementation plan is required

4.24 Co-ordination of the Strategy would be facilitated by an overall federal implementation plan. The
Biodiversity Convention Office indicated that it will produce a document summarizing all of the modules once they
have been completed. However, if the content and structure of the existing and remaining modules do not
incorporate time frames, resources to be allocated, expected results or performance indicators, it is our view that the
completed set, regardless of a summary document, will not constitute a sufficient federal implementation plan.

Accountability for program delivery resides with individual departments

4.25 Ultimate responsibility and accountability for ensuring that biodiversity is fully integrated into
departmental operations rests with individual departments. In addition to the modules previously discussed, another
important instrument to ensure accountability is the sustainable development strategy. The 1995 amendments to the
Auditor General Act require ministers to prepare and implement sustainable development strategies with action
plans. In our opinion, the strategies and action plans, where relevant, should address the conservation and
sustainable use of biodiversity. Without a demonstrated link to sustainable development, there is a risk that
biodiversity will not be integrated into federal government operations, which may result in a loss of genetic
resources, species or habitats.

Issues of National Concern

4.26 In order for biodiversity to be effectively managed, it is important that the following issues be addressed:
adequacy of resources, federal-provincial co—ordination, and results measurement and reporting.

Resources available may be inadequate

4.27 Stakeholders indicated that, in their opinion, the present level of resources dedicated to biodiversity is
inadequate for the magnitude of the task at hand. This was manifest on three levels, namely the Biodiversity
Convention Office within Environment Canada, resources available to federal and provincial departments to
facilitate biodiversity initiatives, and, most important, the support for science pivotal to the understanding of
biodiversity. Given the views expressed by stakeholders regarding resources, there is a possibility that Canada will
not be able to meet and fulfil the expectations of the Canadian public who, when the meaning of biodiversity is
explained to them, understand the importance of assigning a high priority to conserving biodiversity.



Federal-provincial co—-ordination needs focus

4.28 Biodiversity must be addressed within the framework of the Constitution Act. While the Act makes no
specific mention of the environment in the division of powers between the federal and provincial governments, each
level of government has powers that affect it. As a result, jurisdiction over environmental matters like biodiversity is
shared. One of the impediments to federal-provincial co—ordination and to developing momentum for
implementation of the Strategy appears to be the absence of predictable, planned opportunities for high—level
interjurisdictional discussions of biodiversity issues.

4.29 There are varied opinions on the extent of ongoing direction provided by federal and provincial ministers
for biodiversity. We were told that biodiversity needs to figure more prominently and frequently in the agendas of
the relevant ministerial councils, that is, fisheries, forestry, agriculture, wildlife, parks and environment. Dialogue at
this level is necessary to ensure that biodiversity issues are addressed across Canada and that there is accountability
for results, a concern expressed by stakeholders during our interviews.

Results measurement and reporting must be more rigorous

4.30 Evaluating biodiversity performance will require that results measurement and reporting constitute an
integral component of the biodiversity framework. The Biodiversity Convention Office advised us that establishing
such a framework for measuring biodiversity performance, both federally and nationally, will be particularly
challenging. The BCO stated that scientific information on biodiversity is not nearly as well advanced as it is for
some other environmental issues. For example, only half the species thought to exist in Canada have been named,
with only one percent of those having been studied. The BCO also stated that biodiversity indicators are not yet well
developed.

431 The Biodiversity Convention Office feels that Canada is still a long way from being able to produce a
“state of biodiversity” report that would provide a better understanding of the state of biodiversity in Canada. As
Exhibit 4.5 demonstrates, the number of species that have been identified as being *‘at risk” (vulnerable, threatened,
endangered, extirpated, extinct) in Canada is increasing. The BCO has indicated that this increase may be
attributable, in part, to our improved ability to identify species ‘‘at risk” and potential threats to species, such as
habitat disruption. Seven species have been delisted, indicating improvement in some areas. The BCO expressed
concern, however, that Canada’s scientific capacity currently does not enable us to analyze the impacts of Canada’s
biodiversity initiatives on the increasing number of species listed as “at risk”.

Exhibit 4.5 is not available, see the Report

Conclusion

4.32 While the Convention on Biological Diversity has been in place for six years, progress has been slower than
projected and deadlines have been missed.

4.33 A federal implementation plan is a necessary tool to achieve national goals and to judge performance on the
conservation and sustainable use of biodiversity against our international commitments.

4.34 Future reporting at the international, federal and provincial levels needs to reflect progress against
predetermined measurable targets. This will allow for results—oriented reporting and a rigorous evaluation of
achievements to date.

Environment Canada’s response: Environment Canada feels that a good deal of progress has been made in the
implementation of the Convention on Biological Diversity in Canada, but we acknowledge that more progress is,



and will be, needed in the future. The complexity of this issue, both scientifically and jurisdictionally, requires a
national commitment to the conservation and sustainable use of biodiversity in Canada.

The scientific knowledge to understand the complex interrelationships among species and to make appropriate
decisions needs to be significantly enhanced. Added to the scientific complexity of conserving biodiversity are the
interjurisdictional complexities. Notwithstanding these challenges, an important foundation for the implementation
of the Convention on Biological Diversity has been laid in Canada through the Canadian Biodiversity Strategy. Not
only has it generated broadly based commitment among governments and non—government stakeholders, it has
created a planning framework that is being applied to new and existing federal, provincial, industry and community
plans and decisions.

Our goal, in concert with our partners, will be to continue efforts to refine results and develop a performance
measurement framework and biodiversity indicators that are practical, meaningful, scientifically defensible and
compatible with regional, provincial, national and international programs.

Natural Resources Canada’s response: The Commissioner of the Environment and Sustainable Development is to
be commended for raising important issues regarding what is needed to make the implementation of the Canadian
Biodiversity Strategy more effective. Some of the criticisms contained in the report are justified. Natural Resources
Canada accords a high priority to enhancing scientific knowledge about biodiversity and agrees that there is a need
for better interdepartmental and federal-provincial co—ordination of this issue.

The report rightly indicates that the forestry module lacks time frames, resource allocations, performance indicators
and, to a large extent, expected results. However, biodiversity pervades most of the business plans of the Canadian
Forest Service’s 10 science and technology networks. As well, it is a priority in Natural Resources Canada’s
sustainable development strategy and in the Canadian Forest Service’s Strategic Plan. It is expected that, with the
performance evaluation frameworks being finalized for each of these networks, the Canadian Forest Service will be
able to demonstrate progress toward these and other objectives.

In addition, Canada is reporting on its framework of criteria and indicators for sustainable forest management,
which contains indicators of biodiversity. Improvements are needed in these indicators and their measurement. Even
so, progress has been made in this area.

Agriculture and Agri-Food Canada’s response: Agriculture and Agri—-Food Canada shares the Commissioner’s
commitment to implementing the requirements of the United Nations Convention on Biological Diversity and the
Canadian Biodiversity Strategy. That is why the Department took leadership as one of the first departments to
complete a biodiversity action plan. The action plan, which has been well received by stakeholders, including the
agricultural and agri—food sector and environmental groups, outlines the issues surrounding the protection of
biodiversity and the actions being taken to address them. Several departmental initiatives respond to items identified
by the Commissioner, including scientific research, the development of agri—environmental indicators to measure
progress, and the integration of the Department’s efforts with the contributions of other departments as they finalize
their respective action plans.

The agriculture and agri—food sector has undergone considerable change over the last 25 years and a better
understanding is now emerging of how agriculture and biodiversity can be managed for mutual benefit. The
agricultural community is working hard to maintain economically viable levels of crop and animal production in a
manner that conserves biodiversity resources. For example, important biodiversity gains are being achieved
through higher yields on the more productive croplands, which has resulted in less intensive use of marginal
agricultural lands and the preservation of non—agricultural lands.



Further biodiversity initiatives under way can be found in two companion documents to the Department’s
biodiversity action plan, entitled ‘‘Biodiversity Initiatives — Agriculture and Agri—-Food Canada” and
“Biodiversity Initiatives — Canadian Agriculture Producers”.



About the Audit

Objective

To assess the progress made by the federal government in implementing the requirements of the United
Nations Convention on Biological Diversity and the Canadian Biodiversity Strategy.

Scope

The audit examined the commitments and obligations of the federal government to the Convention on
Biological Diversity and the implementation of the Canadian Biodiversity Strategy. We examined the
progress made by several key federal entities in implementing the Strategy and assessed whether
information needed to operationalize and fully implement the Strategy was being reported to the United
Nations Secretariat.

We focussed our work on the efforts of Environment Canada (Biodiversity Convention Office) and the
federal biodiversity action plans or “planning modules” that have been completed to date. In order to gain
insight into how departments are implementing the Canadian Biodiversity Strategy, we reviewed, in detail,
the planning module of one department, Agriculture and Agri—Food Canada.

Approach

The audit approach consisted of a review of documentation, and interviews with a wide range of
stakeholders including federal departmental officials and experts from other sectors. We began by
comparing the current status of implementation against the expectations laid out by the government in its
own planning documents.

Criteria

We expected that the federal government would have:

e met its commitments with respect to the Convention on Biological Diversity, that is, the development
of the Canadian Biodiversity Strategy;

e consulted with and solicited input from all principal stakeholders during the development and
implementation of the Strategy;

e developed a federal action plan for implementing the Strategy, which would include time frames,
resources to be allocated, expected results and performance indicators;

e met deadlines for key deliverables; and



e established measurable targets and time frames for reporting on the results of its efforts in accordance
with the requirements and guidelines of the Convention on Biological Diversity.

Audit Team

Principals: Wayne Cluskey and Neil Maxwell
Director: John Affleck

Rob Anderson
Allison Lowe
Geoff Robins
Ginger Stones

For information, please contact Wayne Cluskey or Neil Maxwell.



Appendix

Agriculture and Biodiversity

In November 1997, Agriculture and Agri—Food Canada, with the Canadian Food Inspection Agency,
produced its biodiversity action plan. The plan is also a component of the Department’s sustainable
development strategy. The Department should be commended for its efforts as one of the first federal
departments to implement the Canadian Biodiversity Strategy.

The environment provides many of the inputs required for agricultural production, such as water, energy,
nutrients, soil and biodiversity resources. Agriculture in Canada depends on and interacts with biodiversity
at the genetic, species and ecosystem levels; in the past, this interaction has tended to adversely affect
natural biodiversity. Agricultural producers use a variety of techniques to control other species that
challenge the food supply (including genetics, pesticides, herbicides, tillage and biocontrol methods).
Figures 1 and 2 show that regions with a high degree of risk to natural biodiversity, as assessed by
Environment Canada, are strongly related to human uses of the landscape, notably agriculture,
transportation corridors and urbanization.

To grow crops for the first time, lands are cleared and transformed into farmland, a process that, over time,
has fundamentally altered, and in many cases eliminated, natural landscapes and ecosystems. For example,
on the prairies, where about 85 percent of Canada’s agricultural land is found, it is estimated that only
about 1 percent of original tall-grass prairie, 24 percent of mixed—grass prairie and 5 percent of fescue
prairie remain.

Important land use changes have also occurred within the agricultural land base. In response to market
pressure, agriculture has become more intensive on the most productive lands, which increases risks to
biodiversity on cropland. It is important to note, however, that although the annual value of agriculture
output (measured in constant dollars) has increased by about 64 percent since 1971, Statistics Canada
indicates this productivity has been achieved without significantly encroaching on non—agricultural land
such as wildlife habitat and other marginal lands not well suited to food production (total farmland in
production has actually decreased by one percent since 1971).

Because of consumer demand and market pressures, agricultural production is limited to a small number of
domesticated species of crops and animals. For example, estimates indicate that, on a global basis, three
crops (wheat, rice and maize) provide about 60 percent of the calories and 56 percent of the protein that
humans consume directly from plants. In addition, only a small number of animals have been domesticated
and selective breeding for increased productivity and uniformity has narrowed the genetic base of
domesticated animals, plants and micro—organisms that are used in agriculture and agri—food production.
For example, almost all of Canada’s dairy cattle are Holsteins and 80 percent of all Holsteins at major
artificial insemination centres descended from just 20 sires. With reliance on a small number of genetically
less diverse species, there is a greater risk of production failure from pest and disease attack.

The Department and the agriculture and agri—food sector are endeavouring to preserve genetic diversity and
the parent stocks of today’s high—yield crops through the collection of seeds and storage in gene banks, but
this process is logistically more difficult with animals. The preservation of animal stocks requires a careful



combination of the use of modern biotechnology and maintenance of parent stocks in herds or flocks of rare
breeds that may have no direct commercial value.

A better understanding is now emerging of how agriculture and biodiversity can be managed for mutual
benefit, and numerous initiatives are under way in both the Department and the agriculture and agri—food
sector. For example, many producers delay grazing and haying practices to provide ground cover for
young, vulnerable wildlife. The Department has taken advantage of this emerging awareness to produce its
action plan. The following is a review of the development of the plan.

The action plan

The challenge for Agriculture and Agri—Food Canada was to produce a biodiversity action plan that
recognized its partnerships, was sensitive to its clientele, and balanced environmental and economic
considerations. Key partners for the Department are the provinces, which constitutionally share jurisdiction
over agriculture and have regulatory authority over land use.

The Department’s experience suggests a number of lessons of value to other departments:

e Having stakeholders work together is key. The action plan was based on a long history of both the
Department and the sector working on biodiversity issues. The actual product was the result of
consultations with environmentalists, producers and provincial officials as well as other federal
departments, which began in 1996.

¢ Find motivated people to work on the plan. An interbranch committee, chaired by the Department’s
Environment Bureau, was responsible for producing the plan. The committee’s members typically had
a prior interest in biodiversity, which contributed to the committee’s success.

e  The plan can be produced with limited resources. We found it difficult to determine the exact
resources used to develop the plan, but it likely required about five person—years annually over two
years.

¢ Align the plan with ongoing initiatives. The action plan sets four goals: to promote sustainability, to
increase awareness, to conserve and provide access to genetic resources and knowledge, and to
integrate biodiversity conservation objectives into departmental policies and programs. Approximately
one third of the actions outlined in the plan require new efforts by the Department. The balance are a
continuation of past biodiversity—related initiatives. Many of these actions support the sector and
pursue biodiversity issues at the same time — for example, Research Branch plans to explore
biodiversity to identify crops with improved genetic resistance to disease, and to research alternative
crops to help diversify the sector.

The Department has completed a biodiversity action plan that attempts to take into account the
departmental context and the concerns of stakeholders. The plan addresses ways that the agriculture and
agri—food sector can take advantage of biodiversity and become more aware of related issues. It defines a
facilitative, informational and supportive role for the Department — an approach that the Department sees
as critical to achieving success.



The way ahead

Agriculture and Agri—Food Canada’s biodiversity action plan raises or is silent on a number of issues that,
in our view, need to be addressed by either the Department or the Biodiversity Convention Office. These
issues may also provide useful lessons to other departments that are developing biodiversity plans.

o There is a need for information to show time frames, expected results, performance indicators,
and how many resources the Department is devoting to biodiversity. Words such as “encourage”
and “promote” are used in the plan to describe what is going to take place, but little indication of the
level and timing of effort or expected results is given. A lack of cost information for the plan will limit
the ability to decide which action steps have not been cost—effective and which steps might deserve
increased resources in the future. Without a cost estimate of the planned initiatives, the Department
also runs a risk that planned initiatives may outstrip its available resources.

¢  More scientific information is needed to support the action steps outlined in the plan. This need
comes at a time when government is enduring significant cutbacks. Due to fiscal restraint, there is no
ready solution to this need; however, the continuing lack of scientific information will affect the action
plan. The more complete our knowledge about agricultural biodiversity becomes, the better able the
sector will be to improve the quality of soils, crops and agricultural ecosystems.

¢ Indicators of domesticated diversity are needed. While the Department is developing an indicator
for wildlife diversity on agricultural lands, it also needs indicators of domesticated diversity. Some of
the steps in the Department’s action plan pertain directly to efforts to diversify domesticated plants and
animals. In addition, the long—term economic security of the sector depends in part on having a range
of products. The Department needs to develop indicators of diversification in the sector at all levels of
biodiversity: the genetic, the species, and the agricultural ecosystem.

e There is a need to assess and integrate Agriculture and Agri-Food Canada’s biodiversity action
plan into the plans of other departments and the Canadian Biodiversity Strategy. In the past, the
Department has considered itself the voice of the sector and has been concerned that other departments
might have objectives that could be detrimental to the needs of the sector. Given this strong point of
view, there now needs to be a process to ensure that the Department’s plans are complementary to the
objectives of other federal departments and that the overall requirements of the Canadian Biodiversity
Strategy are met. The Department’s biodiversity plan also recognizes this need.

In conclusion, the Department has produced, with limited resources, an action plan that lays out ways that
the agriculture and agri—food sector can take advantage of biodiversity, while helping the sector to become
more aware of biodiversity issues and conservation. However, the Department, along with other federal
departments, the sector and the Biodiversity Convention Office, must still resolve a number of key
challenges.
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Expanding Horizons — A Strategic Approach to
Sustainable Development

Main Points

5.1 The pursuit of sustainable development can be understood as a journey. Guided by a need for better
decision making, this journey is an exploration of new ways of thinking and acting that emerge as we integrate
economic, environmental and social perspectives. This chapter presents a description of sustainable development
management, its stages and some key characteristics.

5.2 We studied a number of organizations noted for their progress toward sustainable development. In
responding to its challenges, these organizations illustrate a common approach to developing strategy.

5.3 In a number of ways, this approach differs from traditional strategy development. It requires a broader
perspective, which expands the time horizons, the field of contributors and the range of options considered in
decision making. It articulates a long—term vision of where the organization wants to go and clearly enunciates the
values and principles that will guide it on the way.

54 Effective sustainable development strategies also involve the application of sound management practices.
Education and communication build commitment and capability throughout the organization. Clear and measurable
objectives, goals and targets are identified to move the organization toward its vision. Processes and procedures are
monitored and reviewed to allow the organization to assess progress and make modifications where necessary.

5.5 In this chapter, we identify a number of tools common to the organizations we studied — tools that support
the organizations in their progress toward sustainable development. These tools include scenario building, the use of
collaborative and advisory structures, and a life cycle management approach to policies, products and operations.

5.6 The organizations we studied have realized many opportunities and benefits inherent in the pursuit of
sustainable development. Federal departments and agencies can learn from these and other examples as they develop
and implement their own sustainable development strategies.



Introduction

The Pressure for Change

5.7 Organizations in both the private and public sectors are under mounting pressure to improve their
environmental performance and to contribute to sustainable development. Their challenge is to better integrate
environmental and social considerations into their decision making, alongside economic considerations. An early
focus on comparatively simple environmental issues has evolved into the complex responsibility of sustainable
development.

5.8 Private sector organizations face pressure from many sources, whether governments, markets,
environmental groups, or their own employees. Government regulation of processes and products is becoming
increasingly stringent in some parts of the world. Customers are demanding enhanced environmental protection; at
the same time, they are requiring the same or increased economic benefits from products and services. For many
companies, the environmental characteristics and impacts of their products often differentiate one corporate brand
from another. Public concern over environmental and health issues is creating pressure on companies to assume
more responsibility for product stewardship, including product recycling. The globalization of the economy pushes
organizations to address global issues such as climate change, and to accept greater social responsibility when
operating in emerging economies.

5.9 Public sector organizations are also feeling the pressure to respond to public concern over environmental
and health issues. Governments around the world are confronted with the responsibility of global issues such as
ozone depletion and climate change. At the same time, they need to address specific domestic environmental
problems and to ensure that environmental and social policies produce desired results. And they need to put their
own house in order in terms of the environmental performance of their operations.

Focus of This Study

5.10 The 1995 Guide to Green Government presented a framework to help federal departments and agencies
prepare their sustainable development strategies. It explored tools and issues to consider as they developed and
implemented their strategies. The present study seeks to provide additional information for departments. We have
surveyed over 60 recognized experts from around the globe, reviewed the literature and considered the efforts of a
variety of organizations, and we have conducted seven detailed case studies.

5.11 As we studied organizations recognized for their successful efforts, we asked two questions about their
approach to sustainable development strategy: What activities were involved in its development and
implementation? What tools, approaches and factors have contributed to its success?

5.12 We recognize that sustainable development will vary in practice among organizations, regions and
countries. However, we believe there are lessons to be learned from studying effective management responses to the
need for more sustainable practices and policies.

513 The chapter refers to case studies of seven organizations drawn from both the private and public sectors.
They are: Nortel; SJ Rail of Sweden; Sony; TransAlta; Germany’s Center of Technology Assessment; the
Netherlands National Environmental Policy Plan; and Volvo. These organizations are diverse in nature, whether in
their operations or in their policy mandates. Also diverse are their previous environmental practices and the
pressures that moved them to address sustainable development. Generally, they are large and complex organizations



that are broadening their thinking and their acting in response to the challenge of sustainable development. The
organizations, the pressures moving them to address sustainable development and their approaches to it are outlined
in the insert on page 5-10.

THE CASE STUDIES:
THE ORGANIZATIONS, THEIR MOTIVATIONS, AND THEIR APPROACHES

SJ Rail

SJ Rail is the traffic operator, building owner and service provider of the Swedish national railway. Following a substantial
downsizing, the organization has 11,000 employees and generates revenues in excess of US$2.5 billion. It is the most productive national
rail company in Europe.

The challenge for SJ Rail was to rebuild an inefficient, money—losing, bureaucratic railway that was failing on almost every measure
of quality, customer service and employee morale. Driven by a need to regain public and financial credibility, SJ Rail articulated
sustainable development as the core platform for its turnaround -- a definition of sustainability that included not only environmental
considerations but social considerations for SJ as an organization, and a role for SJ in sustaining the societal and environmental health, as
well as the international competitiveness, of Sweden as a nation.

TransAlta Corporation

TransAlta Corporation is an Alberta—based utility that owns and operates thermal and hydroelectric power plants, and electric
transmission and distribution systems servicing 1.7 million people. It operates in two Canadian provinces and in three countries outside
North America.

TransAlta has a history of being proactive on environmental issues. As part of the company’s pursuit of sustainable development, it
is focussing on eco—efficiency: producing greater value with fewer resources while reducing environmental impact. At the same time,
TransAlta faces a difficult strategic dilemma, as the mainstay of its current business is its coal—fired generation plants, which have
significant greenhouse gas emissions. TransAlta is on track to achieve its planned progress in reducing net greenhouse gas emissions; it
is expanding its electricity generation business with high—efficiency natural-gas—fired cogeneration facilities. TransAlta is also providing
services to reduce the demand for electricity and is examining other innovative ways to meet the challenge of sustainable development.

Volvo

Volvo is the largest industrial group in Scandinavia, with over 70,000 employees and 55 production plants in 26 countries. Sales in
1996 were US$20.4 billion, 90 percent of which were outside Sweden, primarily in Western Europe and North America. The Volvo
Group’s products include cars, large trucks, buses, aircraft engines, construction equipment and drive systems for marine and industrial
applications.

Volvo was under pressure from customers to reduce the environmental impact of its products. The transportation industry was facing
increasingly rigorous legislative standards for emissions, recycling, waste handling, reduction of noise and traffic congestion, and
packaging. Volvo’s response was not to abandon its core business; instead it has challenged itself to discover and develop “Sustainable
Mobility”. Volvo sees sustainable mobility as a critical component of achieving sustainable industry, a subset of a broader goal to
achieve a sustainable society.

The Netherlands National Environmental Policy Plan

The Netherlands National Environmental Policy Plan is the responsibility of four federal ministries (Economic Affairs; the Ministry
of Transport and Public Works; the Ministry of Agriculture, Nature Protection and Fisheries; and the Ministry for Housing, Spatial
Planning and the Environment). The Netherlands is a small, densely populated (approximately 15 million) and highly urbanized country
with a gross national product of approximately US$350 billion.

In the Netherlands, environmental policy was focussed on the management of toxic substances and the sectoral regulation of
processes that posed a threat to human health. Scientific and policy analysis indicated that this approach was failing because it did not
slow environmental degradation; solutions developed for one problem often caused other environmental problems; it was
administratively burdensome; and it led to contradictory policies that were inefficient and costly. In the mid— to late 1980s, the situation
was complicated when a number of high—profile environmental incidents focussed the country’s attention on environmental issues. The



result was the development of the National Environmental Policy Plan (NEPP). The NEPP is described as a national strategy for the
environment that has the ambitious goal of “achieving sustainable development in the Netherlands within one generation”. NEPP sets out
a strategic environmental management approach that provides a vision, identifies problems, sets objectives and targets, identifies roles
and responsibilities, and outlines how progress will be monitored.

The Center of Technology Assessment

The Center of Technology Assessment is a public foundation created by the German state of Baden-Wurttemberg along with the
state of Bavaria. Home to ten million people, Baden-Wurttemberg is the third—largest state in Germany and consistently ranks as the
nation’s economic leader.

The Center of Technology Assessment has been charged with, among other tasks, designing the public process through which
sustainable development can be both conceptualized and made practical for the states of Baden-Wurttemberg and Bavaria.

Nortel

Nortel (Northern Telecom) is a leading global provider of integrated network solutions, with 1997 consolidated revenues of
US$15.45 billion. It is headquartered in Brampton, Ontario and operates in over 150 countries, with approximately 73,000 employees.

Nortel has recently started developing its strategic thinking for implementing sustainable development. The company has followed a
steady progression from compliance—driven environmental activity to an environmental management systems approach, to the current
situation in which sustainability and social responsibility are seen as essential components of the company’s strategic planning. Nortel is
responding to increased market demand (from customers and in the form of environmental management systems standards), increased
legislation (in the form of product take—back regulations) and globalization of the economy (requiring global companies to tackle global
issues such as sustainable development).

Sony

Sony is one of the world’s foremost companies in the areas of consumer and industrial electronics and entertainment. It is a leader in
the development of new technologies, with 1997 sales of US$45.6 billion and 163,000 employees worldwide.

Sony and the electronics industry in general are experiencing a number of forces moving them toward more sustainable industrial
practices: market pressures toward recycling and ecolabeling; legislative requirements governing materials handling, emissions and
product take—back; increasing resource use and disposal costs; and competitive pressures. Sony has a long history of systematic
endeavours to advance environmental performance. Today, Sony has a worldwide organizational infrastructure based on tried and true
managerial systems to achieve environmental goals: driving, co—ordinating and, most important, disseminating learning from
environmental improvement efforts; leadership prioritization; clear targets for improvements; research and development focus;
educational programs; an Environmental Award program; data management systems; and extensive involvement and leadership within
industry and government networks.

Study Findings

The Sustainable Development Journey

5.14 No organization — in Canada or around the globe — has a definitive view of what a sustainable
development strategy should contain. No organization knows precisely what the road to sustainable development
looks like. However, travellers moving toward sustainable development do identify one essential prerequisite: an
articulated commitment to continuous learning, improvement and innovation.

5.15 Indeed, the road toward sustainable development is inevitably a search for new ways of thinking and
acting. It is a process of change that is focussed on better integrating environmental, economic and social
considerations into decision making. This approach itself could be stated as an underlying tenet of government for a
modern society.



5.16 Sustainable development is not a single destination, but the context for this journey. It guides an
organization in the continuous redefinition of its goals. Also, it guides a process of expanding the inputs to decision
making that supports the definition of those goals and the means to achieve them. In searching for new ways of
thinking and acting, sustainable development can best be understood as a journey that involves strategic choices.

Strategic choices along the way

517 The strategic choices represent points on a continuum of organizational responses to economic,
environmental and social issues (see Exhibit 5.1). In the private sector, there has been a sea change in thinking about
the relationship between shareholder value and the environment.

Exhibit 5.1 is not available, see the Report

5.18 Thirty years ago, many companies were in a state of denial about their impact on the environment.
Companies were simply coping: responding to specific environmental problems or “incidents” as they occurred.
They implemented “damage control” strategies. Government action to protect the environment was seen to be bad
for business, and to be resisted. Only in exceptional cases would one find voluntary action by business.

5.19 As government regulation of environmental impacts increased, companies and their officers became
concerned about their exposure to prosecution and financial liability. This motivated many organizations to adopt
systems and procedures to ensure compliance with existing laws and regulations. These strategies often led to “end
of pipe” solutions to environmental impacts. The expense of developing solutions to meet regulatory requirements
was seen as a cost of doing business; the objective was to minimize that cost.

5.20 As companies search for ways to reduce these costs, many have begun to identify opportunities to protect
the environment that are also good for the bottom line. They apply lessons learned from the management of safety
and quality. They develop comprehensive approaches to environmental management, embodying pollution
prevention and eco—efficiency within a framework for managing the risks attached to environmental and social
issues. In doing so, they achieve significant risk and cost reductions. As companies focus their attention upstream in
their operations, many find they are identifying new opportunities to generate revenue, business opportunities for
environmentally friendly products and marketable solutions to some of the world’s environmental problems.

5.21 A small but growing number of companies go beyond comprehensive environmental management to
integrate sustainable development considerations into their corporate strategies. They expand their decision—
making horizons by linking financial stewardship with environmental stewardship and social stewardship. Changes
are made to fundamental business processes to eliminate or greatly reduce the risks to be managed. Innovations are
incorporated so that the examples of positive organizational environmental impact increase. The discipline of
listening to the concerns of a broadly defined group of stakeholders is embedded in formal processes and practices.

5.22 In moving toward environmental stewardship, such companies take a life cycle management approach to
their products and operations. The objective is to maximize the value of the products created while minimizing the
use of resources and the generation of wastes. Social stewardship is proving to be a more complex challenge.
Companies are just beginning to grapple with issues such as operating in industrializing countries and the impacts of
their operations and technologies in an increasingly global and interdependent economy.

The federal government’s path

5.23 In Canada, the federal government has followed a related path, at some times driving action in the private
sector through its policy—making role, and at other times playing catch—up with practices that have taken root
elsewhere.



5.24 Environmental protection was the focus in the 1970s. The Department of Environment was formed in 1971
to be the focal point in the Government of Canada for environmental protection. Key pieces of legislation were
introduced, including amendments to the Fisheries Act (1970), the Canada Water Act (1970) and the Clean Air Act
(1971).

5.25 In the early 1980s, environmental assessment of projects began with the Environmental Assessment and
Review Process (EARP). This became more formal in the mid—1980s with the issuance of an EARP Guidelines
Order. The Order provided for the assessment of environmental impacts of projects in which the federal government
was involved. Then, in 1988, the Canadian Environmental Protection Act (CEPA) was proclaimed. It provided
authority to make environmental protection regulations that apply to federal works, lands and undertakings.

5.26 Environmental management began in the 1980s. In 1986 the Department of National Defence undertook
baseline studies of its facilities; in 1989 Transport Canada developed environmental management plans for its
airports. During the 1990s, many departments have been developing environmental management systems.

5.27 In 1990, Canada’s Green Plan established a policy and program framework for protecting the environment
within the context of sustainable development. It introduced the concept of environmental stewardship to federal

departments and agencies, who subsequently began a review of the environmental implications of existing statutes,
policies and programs.

5.28 In 1997, for the first time, departments and agencies were required to prepare sustainable development
strategies. (A report on these strategies can be found in Chapter 1.) During the next phase, the Commissioner of the
Environment and Sustainable Development will monitor the implementation of these strategies and evaluate their
effectiveness.

Characteristics of the journey

5.29 Our understanding of the sustainable development journey is evolving. Ten years ago, the challenge
was conceived as stages of environmental management. There was limited reference to the ongoing process of
“sustainable development”. Today, sustainable development receives increasing attention whereas “coping” is no
longer mentioned as a reasonable option.

5.30 The choices are not separate or isolated. Organizations find themselves addressing many environmental,
social and economic options at the same time. It is not uncommon that, as they work to ensure compliance, they are
also developing an environmental management system and exploring the broader implications of sustainable
development.

5.31 For example, Volvo is working to establish an environmental management system in 40 of its units by
1998. It is integrating life cycle assessment as a decision—making tool in at least 10 development projects within the
next year. It has also challenged itself to define and develop “Sustainable Mobility” as a way to fulfil the
transportation requirements of people and goods through transportation systems that are simultaneously safe, secure,
environmentally acceptable, cost—efficient and user—focussed.

5.32 Organizations do not necessarily move along the continuum sequentially. They simultaneously respond
to competitive pressures, technological change, regulatory requirements, customer demands, shifting social values,
and strong leadership and foresight.

5.33 SJ Rail’s vision, from the outset of its 1988 reform plan, was to create a sustainable passenger and freight
rail transport system. SJ developed its vision of sustainability as the organizational focus for its own business
turnaround, and as the basis for a new rail system that could be a key player in preserving both environmental health
and the “sustainability” of Sweden’s national competitiveness.



5.34 Organizations that do evolve from one stage to another tend to move their focus from cost to
innovation and renewal. Initially, companies may try to reduce costs. Then they manage the risks and seek
continuous improvement in productivity and efficiency. In some cases, they break through to higher levels of
performance through innovation and organizational renewal.

5.35 Nortel’s CFC (chlorofluorocarbon) experience was instrumental in moving the company beyond
compliance and into a proactive environmental approach. This had clear business value: it enhanced the company’s
brand image, establishing Nortel’s international profile as a leader in environmental management. One of the key
lessons learned in the elimination of CFCs was that opening up the manufacturing process and looking at the entire
supply chain (raw material, production processes, product use, and waste management issues) can result in
unanticipated benefits.

5.36 Organizations realize the benefits of understanding the interrelatedness of systems. The evolution
toward sustainable development moves the focus from operations to products or services in relation to broader social
and environmental impacts, constraints and needs. Many companies shift their thinking from supplying products to
providing the services inherent in the products.

5.37 We found an interesting example of this shift at Interface Flooring, a rapidly expanding American
corporation. Its “Evergreen” program provides the customer with the services of flooring (acoustical and aesthetic
properties) while Interface retains ownership and stewardship of the product, from manufacture to removal and
ultimate recycling into a new product.

5.38 TransAlta and other electrical utilities are providing demand—side management services. These services
help customers to reduce the demand for electricity. As production requirements are reduced, so too are potentially
negative environmental effects.

5.39 In policy—based public sector organizations, concern about impacts of specific activities (for example,
waste generation) has evolved toward more integrated broad policy themes.

540 The Netherlands National Environmental Policy Plan, NEPP, has the ambitious goal of “achieving
Sustainable Development in the Netherlands within one generation”. It has shifted its emphasis from environmental
media (air, land and water) and industrial sectors to key “themes” such as resource management, acidification,
hazardous substances and climate change. Target groups have been given responsibility for the development of
solutions. In addition, policy makers began to think about solutions in terms of measures directed at the sources or
causes of pollution, and measures directed at improving environmental quality.

Comparing Strategies: Lessons Learned

Broaden the strategy development process

541 The organizations we have studied provide a clear picture of a successful journey toward sustainable
development. At the highest level, these organizations develop an approach to strategy that involves creating a
vision supported by a management system that plans, organizes, implements, reviews and monitors progress.
They integrate longer decision—making timelines, more comprehensive stakeholder involvement, education and
communication, goal-setting, and monitoring and reporting on performance.

542 These organizations broaden the time horizons, the field of contributors and the range of options they
consider in their decision making. They develop a vision of what sustainable development means for the
organization. This includes defining their long—term goals and identifying the values and principles of sustainable
development that they will follow.



5.43 Vision is much more than a “big goal” or an “idealized picture of the future”. It is a common context for
action developed by the organization. It provides a framework and guidelines to stimulate action. Having such a
shared mental model is a precursor to making progress toward sustainable development. While the original objective
might be to define what sustainable development means, senior managers discover that the discussion broadens the
question and the articulation of what they do as an organization.

5.44 The Center of Technology Assessment (CTA) is a public foundation created to guide the German industrial
state of Baden-Wurttemberg toward sustainable development. The Center pursues five major steps that are linked to
specific policy tools to help facilitate their implementation. These are:

+ to construct a working definition of sustainable development;

+ to identify the principles that underlie this definition and how to translate them into action;
« to address the notion of growth within the context of sustainable development;

+ to describe how sustainability will be implemented for the region; and

« to develop operational principles to provide practical guidance to move the region toward sustainability.

5.45 Organizations develop new associations, alliances and forums where driving factors toward sustainable
development and alternative responses are explored. Managers at the most senior levels demonstrate their
commitment through participation.

5.46 Nortel is considering the relationship between the telecommunications industry and social responsibility in
industrializing countries (in particular, their impact on education, health care and economic development).

5.47 In Volvo, we see the question “What is our objective?”” move from an operational notion (such as the
elimination of CFCs and toxins from manufacturing) to a strategic one: “What should be our objective?” (such as to
develop recyclable cars, develop efficient vehicles or transportation systems, or discover and develop “Sustainable
Mobility”)

Use scenarios to build resilient strategies

5.48 Scenario building is a major tool for broadening decision making. Scenarios are stories of possible
situations that blend data and analysis with intuition and creativity. These stories must be internally consistent and
stretch the imagination without losing credibility.

5.49 Traditional planning, in contrast to scenario building, is more closely linked with forecasting. Forecasters
extrapolate from the past, projecting the patterns they see onto the future. Forecasts are thereby exposed to risks
from highly likely but unforeseeable changes in those patterns.

5.50 Scenarios address the longer time frames and broader array of inputs required to develop sustainable
development strategies. Organizations use scenarios to assess the resilience of strategic choices, given a variety of
possible futures. Many debates about sustainable development issues focus on the risks attached to the lack of
available information and to unpredictable consequences. As decision makers test different mental models, scenarios
help to counter the usual tendency to interpret new information using old beliefs.

5.51 Scenario building influences the development of new mental maps. As participants identify threats,
opportunities, or new options, the “strategic conversation” is wide-ranging. It generally triggers a planning process,



which begins with an assessment of existing plans, measured against possible outcomes and new proposed actions.
The framework for decision making becomes more robust.

5.52 There are many successful examples of the application of scenario building. Over 30 members of the World
Business Council for Sustainable Development recently completed a Global Scenario Project. The objective is to
help the participants consider a number of plausible routes toward sustainability and explore their impact on
business.

5.53 The Netherlands developed emissions and costs scenarios, to understand the reductions in
emissions/discharges needed to achieve sustainable levels. In one particular case, the scenarios demonstrated
potential GDP growth over alternative, more traditional economic policies. This work contributed to the strategic
planning stage that laid the foundation of the first National Environmental Policy Plan.

5.54 The European Commission has an advisory body to consider potential scenarios for a sustainable Europe in
the year 2020. This work has five objectives:

+ to test and provoke thinking about sustainability;
+  to help the European Commission develop its vision for a sustainable Europe;

+ to challenge policy makers and various stakeholders to develop a more future—oriented approach to
environmental policy;

+ to communicate to a wider audience the complexity and interdependencies involved in achieving a sustainable
Europe; and

+ to provoke further thought on new ways of proceeding.

5.55 As part of its examination of Sustainable Mobility, Volvo developed “Global Emissions Scenarios” by
calculating estimated global emissions over a 30—year period, based on differing levels of improvement in fuel
efficiency and different rates of traffic growth.

Bring the outside in: tap external knowledge

5.56 In the increasingly complex context of decision making, organizations cannot be expected to possess
among their own human resources all the knowledge necessary to respond to novel demands. In the organizations
we studied, senior managers listen to external stakeholders and experts and use collaborative and advisory
structures. For The Dow Chemical Company, its Corporate Environmental Advisory Council of external experts
provides independent advice on the company’s environmental performance.

5.57 Organizations that tap into the wealth of the knowledge base external to their organizations reap many
benefits:

+  new perspectives;
« the opportunity to identify concerns, potential threats and opportunities articulated by key stakeholders;

+ the ability to identify trends in expert opinion and public sentiment that can influence the future of the
organization; and



« increased learning within the organization, which is vital to innovation.

5.58 The Center of Technology Assessment is structured with a Board of Trustees and a 26-member Advisory
Committee. The Advisory Committee includes representatives from the legislature, government, universities, labour,
industry, religious and environmental organizations. Citizen Panels involving upward of 250 people are used for
resolving difficult environmental, economic and social issues.

5.59 TransAlta invites customers and representatives of environmental groups to comment on major projects of
the company. In the past, these groups have identified service delivery solutions that reduced environmental impacts
and lowered costs to the organization.

Build commitment and capability

5.60 Building commitment and capability within the organization begins to translate planning into action. This
requires involving personnel at all levels of the organization and using a variety of tools to lever change.
Commitment involves establishing the relationships and accountabilities for the sustainable development strategy,
beginning with senior management. New capabilities require education and training programs for all levels of
management and personnel. A communication program reinforces the organization’s commitment and education
efforts.

5.61 Senior management is key. All environmental management system models underline the need for senior
management buy—in and support. Pursuing sustainable development makes such commitment even more critical to
support the organizational change needed. Senior management support signals the commitment of the organization.
It provides a focal point for communicating and reinforcing the strategic choices. In our case studies, we observed
the commitment of the chief executive officer, minister or board of directors through active involvement as
developers and champions of the organization’s sustainable development strategy.

5.62 In private sector organizations, this is reinforced by a senior officer with direct accountability for
environment and the sustainable development strategy. In both TransAlta and Nortel, this accountability rests with a
vice—president. This senior officer is generally accountable for ensuring the successful development and
implementation of the environment and sustainable development strategy and the supporting management systems.

5.63 Involve and build support throughout the organization. Achieving progress on the journey toward
sustainable development requires that personnel throughout the organization be involved and actively support the
change effort. Added benefits flow from tapping the creative potential of staff in the search for innovation at all
levels of the organization. This can be accomplished in many ways, which include:

« encouraging and implementing employee support and initiatives from the bottom up;

+ building sustainable development criteria into reward, promotion and incentive systems for all personnel;

+ establishing organizational structures and relationships that align the organization with the sustainable
development strategy.

5.64 Sony has a worldwide organizational structure, consisting of four regional Environmental Conservation
Committees and a head office function, to champion, co—ordinate, and disseminate learning from environmental
improvement efforts initiated throughout the organization. Each Committee sponsors an annual Environmental
Conference as a forum for information exchange, progress review, planning and recognition.

5.65 TransAlta uses a central Sustainable Development function to champion its strategy. Individuals from the
various business units have been brought into the corporate group for training and engagement in the strategy. When



they return to their business units, they take with them enhanced awareness of the strategy and become its
champions within their units.

5.66 At SJ Rail, the sustainable development strategy was developed with the active participation of the
employee union. Members of the union were appointed to the organization’s Board of Directors and were partners in
a joint program to improve efficiency and increase employee morale. Financial information was shared with the
union to engage it in helping to solve the problems and move the organization toward its vision of sustainable rail
transport. Middle—level managers and supervisors were supported with development programs. A five—day
management training program was provided in support of the new, more inclusive and collaborative management
style.

Educate to build knowledge

5.67 In all our case studies, the organizations recognized that change cannot occur without an investment in
sensitivity, awareness and knowledge among all personnel and key partners. The ability to integrate sustainable
development into organizational thinking is a core competency in organizations that are successful in their pursuit of
sustainable development.

5.68 Through education and training, organizations build an understanding of the issues, identify principles,
establish conceptual frameworks and models, and develop specific skills in support of sustainable development.

5.69 Volvo has provided education and training for over 40,000 employees, suppliers and dealers about the basic
functioning of nature and conditions of life, the key environmental issues facing our society today (such as climate
change, ozone depletion, loss of biodiversity), the environmental aspects and impacts of energy and transportation,
and the company’s environmental objectives and programs. In addition, about 350 people from almost 60 European
suppliers have been given environmental education and clear performance expectations regarding establishment of
an environmental management system, data exchange for life cycle assessments, “black and grey lists” of chemicals,
optimized handling of waste and packaging, and recyclability of materials.

5.70 TransAlta implemented extensive employee training under Environment Canada’s “Environmental
Citizenship Initiative”. Further, drawing on an external, not—for—profit institute, all of the firm’s employees were
immersed in a four—day grassroots program on environmental awareness, tools and activities. Consequently, early
buy-in was generated across the company with a good general understanding of environmental issues and pressures.
Employees applied their learning both in the workplace and in their communities and, as a result, became even
better connected with local community concerns and issues.

571 Sony has in place a comprehensive process for educating its 160,000 people on environmental issues:
Manufacturing Business School courses covering environmental management workshops and environmentally
sensitive product development and design; programs for managers on the corporate role in addressing environmental
issues; general orientation programs for new hires covering social responsibility and environmental issues, and the
environment and Sony activities; seminars for newly hired technicians; specialist courses for environmental affairs
managers; and correspondence courses.

5.72 For the NEPP, a key to successful implementation was the establishment of a training program for 400
government officials. In this program, conducted by MIT, senior staff were trained to be trainers and exercises were
conducted that simulated possible implementation issues around NEPP.



Communicate regularly and widely

5.73 Effective communication can address many real needs of internal and external audiences. Given the range
of interdependencies inherent in sustainable development initiatives, many key organizational objectives can be
achieved only through major communication efforts. Typically these include:

+ promoting greater understanding and commitment;

« disseminating learning and best practices inside and outside the organization;

+ building awareness and support among key stakeholders and the general public;
+ inspiring and motivating personnel; and

+ creating momentum toward organizational goals.

5.74 Many tools are available, such as staff newsletters, corporate environment/sustainable development reports,
advertisements, meetings and so on. New options, such as the worldwide web, provide real-time interaction and
responses.

5.75 TransAlta has developed excellent internal communications and reporting systems. These practices extend
to sustainable development, whether as reporting on procedures or in the Sustainable Development Dashboard, the
quarterly newsletter for management and other employees.

5.76 One of the key steps in the creation of the NEPP was the development and dissemination of a “credible
story” on sustainable development. Once the scientific and economic analysis was done, a public awareness
campaign (commercials, newspaper and magazine advertisements) was started. Using Dutch television, sports stars
and the motto ““a better environment begins at home”, the campaign began by conveying the importance of the
environment and then shifted to what could be done. This second, action—oriented phase was often co—ordinated
with specific policy measures (like the introduction of recycling programs).

5.77 From its strategic plan, SJ Rail selected 100 areas for improvement. It pledged to itself and to the entire
nation of Sweden that it would improve in all 100 of these areas within three years. Then it published in newspaper
inserts the specific goals and dates promised for completion, including individual managers’ names and their
specific implementation plans and targets. This was followed by advertising campaigns, throughout the trains as
well as across Sweden, noting the areas for improvement and the target dates. As projects were completed, the
campaign put up big red check marks in boxes next to each success. By the end of the first year, 36 had been
completed, all on time, and the check mark had achieved public recognition.

Identify objectives, goals and targets

5.78 Leading thinkers and practitioners in the private sector characterize sustainable development as the next
industrial revolution. It is about fundamental change, as contrasted with incremental change. An organization’s
vision must be translated into concrete, practical steps. Within the context of long—term objectives, short— and
medium—term goals must be set with specific interim targets established along the way.

5.79 Long—term objectives signal commitment and indicate the direction and extent of change expected. These
objectives establish a stable framework within which individuals can plan and act.



5.80 The Netherlands NEPP aims for sustainable development in one generation. Twenty—year time frames were
used in establishing the long—term objectives, such as reducing SO emissions by 70 percent. Action plans were

then negotiated with local governments and major target groups (industrial sectors and other groups responsible for
developing solutions). These plans, known as covenants, provided clear goals in the medium term (five to ten years)
and flexibility to reach the goals.

5.81 Many organizations establish ambitious “stretch” goals. While it is unclear how these goals will be met, the
intention is to stimulate innovation, inspire personnel to think “out of the box”, and demonstrate clear commitment
on the part of the organization.

5.82 Sony has established goals that include improving recycling by 50 percent by 2000, achieving zero waste to
landfill by 2010, and recycling 100 percent of paper and using only recycled paper by 2000.

5.83 Nortel’s goals include 50 percent reductions in pollutant releases and solid waste to landfill by 2000, and a
30 percent reduction in paper purchases. Nortel monitors and reports annually on its progress toward these goals.

5.84 These objectives and goals have clear, specific, communicated targets for improvement. Such targets are
necessary in order to monitor, review and achieve progress and continuous improvement.

Monitor and review progress

5.85 The organization needs a performance management system that supports progress toward its vision.
Managers need to know when corrective action is required and what the effects might be. Internal and external
stakeholders require regular and reliable progress reports. (A detailed study of performance measurement for
sustainable development is presented in a separate study, described in Chapter 8 of this report.)

5.86 SJ Rail involves each manager in identifying its key success factors, developing measurable indicators,
specifying its measurement reporting, and actively linking action plan items to follow—up activities. In all cases, the
key is having specific goals combined with explicit measurement. The aim is for all employees to be aware of their
units’ indicators and ratios, how the indicators are related to one another, and how each individual’s efforts
contribute to achieving the objectives.

5.87 Volvo has established clear, measurable goals and objectives for the entire corporation and within each
business area. Volvo certainly recognizes the adage “what gets measured gets done”, and has developed a systematic
process for assessing progress toward goals. Environmental objectives and results are monitored and reported within
a traditional strategic planning process. In addition, an annual Corporate Environmental Report is developed and
widely communicated. The objective is to stimulate continuous improvement.

5.88 E.B. Eddy released its Third Status Report on Sustainable Development in December 1996. The three
reports provide a clear illustration of a progression in reporting on sustainable development.

Conclusion

5.89 Organizations in both the public and private sectors face numerous pressures to improve their response to
environmental and social needs while, at the same time, improving their economic performance. Those pressures
vary, as do the choices organizations make in response to them. Consequently, no “recipe book” exists for selecting
the most appropriate strategic choice for a given organization. However, the organizations we studied illustrate a
common approach to strategy in responding to the challenge of sustainable development.



5.90 In particular, the organizations articulate a long—term vision and the values and principles that will guide
them on their journey. They consider how they should be different from their past and from other organizations.
New ways of thinking about the organization and its policies, products and services are developed.

591 Our case studies reveal that these organizations continually strive to identify and understand current and
future pressures. They identify and mitigate potential risks with tools such as scenario building to broaden decision—
making considerations and timelines; they tap external knowledge to supplement their organization’s resources; and
they expand their relationships to understand and respond to challenges and opportunities.

5.92 Translating new ways of thinking into new ways of acting requires building commitment and capability
within the organization. Senior management support is key, but by itself is not sufficient. People throughout the
organization must be engaged in developing and implementing the strategic choices. Education and communication
are fundamental first steps to raise awareness, build the knowledge base and unlock the organization’s capacity to
discover and practise new ways of acting. The organization identifies clear and measurable objectives, goals and
targets in the short, medium and long terms. Performance management processes monitor, review and modify the
implementation.

5.93 Together, these activities form an iterative process of management. It is not appropriate to rank the
activities identified in the preceding paragraph, as they are all necessary elements of the process. They are not part
of a hierarchy, but rather each is dependent on the others, and all are linked. All are important in developing and
implementing a successful strategy. Key to this iterative process is feedback of information among the activities to
support continuous learning and improvement throughout the organization.

5.94 Sustainable development is a search for new ways of thinking and acting. It is a process of change guided
by the imperative of achieving a better integration of economic, environmental and social perspectives into decision
making. Sustainable development is not a destination but rather a journey, marked by new understandings and the
deployment of new skills and innovations and leading to reduced environmental impact and enhanced social
responsibility.

5.95 The organizations we studied take a comprehensive approach to developing and implementing strategy that
allows them to realize the opportunities and benefits inherent in the pursuit of sustainable development. Federal
departments and agencies can learn from these and other examples as they develop and implement their own
sustainable development strategies.



About the Study

Objective

This study was undertaken to draw to Parliament’s attention approaches, tools and leading thinking on
developing and implementing sustainable development strategies. This information is valuable to assist
parliamentarians in assessing the sustainable development strategies of departments and agencies in light of
the approaches and practices of organizations recognized for having made progress toward sustainable
development.

Approach and Methodology

We reviewed a wide range of literature in the areas of sustainable development and corporate strategy. We
surveyed over 60 recognized experts and leading practitioners, including:

«  consultants and academics from Canada, the United States, Scandinavia and the United Kingdom

- representatives from business, research and international organizations in Canada, Europe and the
United States

+  senior public servants from Europe and across Canada

+  senior corporate environment/sustainable development officers from Canada, the United States,
Europe, Scandinavia and Japan.

We reviewed the efforts of a number of organizations and conducted detailed case studies of seven
organizations, in both the public and private sectors, recognized for having made progress toward
sustainable development.

Study Team

Principal: Richard Smith
Director: Ron Bergin

Jacques Grou
Susan Mojgani

For information, please contact Richard Smith.
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Environmental Assessment - A Critical Tool for
Sustainable Development

Main Points

6.1 Environmental assessment is the examination of planned projects, programs, policies or activities to ensure
that potential impacts on the environment receive careful consideration before decisions are taken in connection with
them. It is a critically important planning tool, given the potential for serious and irreversible damage to the
environment from human activity.

6.2 Significant environmental consequences can be overlooked and environmental damage can occur as a result
of some of the deficiencies that we have noted in the conduct of screenings. Screenings account for more than 99
percent of the approximately 5,000 environmental assessments carried out each year under the Canadian
Environmental Assessment Act.

*  Screenings may not consider all of the elements of a project or all of its potentially significant
environmental impacts.

*  Monitoring of mitigation measures and follow—up of environmental results are insufficient.

6.3 There are significant deficiencies in the quality and usefulness of public information about federal
environmental assessment, particularly information on screenings. For example:

* Information in the federal environmental index is incomplete and difficult to use.

* A majority of the screening reports we examined did not provide sufficient information to determine if
all significant environmental effects had been considered.

64 Environmental assessment is an important tool for dealing with broad environmental and sustainable
development implications of policies and programs. Departments have been slow to implement environmental
assessment of programs and policies as required by a 1990 Cabinet directive.

6.5 The federal government is not gathering the information needed to let Canadians know whether or not
environmental assessment is achieving expected results.

6.6 Good practices identified during our audit provide a basis for improving the quality of environmental
assessment.



Introduction

Inadequate environmental assessment can result in high financial and environmental costs

6.7 Environmental assessment is the examination of planned projects, programs, policies or activities to ensure
that potential impacts on the environment receive careful consideration before decisions are taken in connection with
them. It is a critically important planning tool, given the potential for serious and irreversible damage to the
environment that can result from human activity. Failure to consider adverse environmental impacts before carrying
out an undertaking can lead to significant environmental degradation, damage to human health, and increased
economic costs. The high clean—up costs and environmental damage at the Sydney Tar Ponds in Cape Breton
illustrate some of the consequences of lack of environmental foresight.

What is environmental assessment?

6.8 Although those involved in environmental assessment are not unanimous on what constitutes a “good”
assessment, a review of current practices, legislation and literature suggests that it should include the major
components set out in Exhibit 6.1. Whether or not each of these components is actually factored into an individual
assessment will depend on the potential environmental significance and on the judgment of the individual
conducting the assessment. Most of these components are included in the requirements of the Canadian
Environmental Assessment Act.

Exhibit 6.1

Components of a Project Environmental Assessment

Consider the need for the project and For example, does a remote community need a new power plant or are there other means
whether alternatives to the project exist. of meeting energy requirements (e.g. repairs, conservation, co—generation), AND, if a
new power plant is needed, what technology should be used & where should it be
located?

Describe the project, including any  Could include linked projects (e.g. pipeline for a refinery). Also, projects may be
related or linked projects (scope of the combined because of proximity (e.g. two industrial plants on adjoining properties).
project).  Project description should include all the phases of carrying out the project (e.g. site
preparation, operation and decommissioning of a mine).

Describe the physical and human Is the project in an urban setting, an open field, or a forest? Consider soil types, water
environment in which the projectis table, vegetation (flora) and animal life (fauna). Is the project in an architecturally or
located. historically important area? How is land currently used (e.g. parks, hunting and fishing)?

Identify potential interactions between Must consider the impacts of the project on the environment (e.g. pollution, destruction
the project and its environment.  of wildlife habitat or recreational use of land) as well as potential impacts of the
environment on the project (e.g. periodic flooding).



Evaluate the significance of potential
environmental effects and consider
possible mitigation measures.

Determine if the project should go ahead,
taking into account projected
environmental effects after proposed
mitigation.

If the project is approved, include
requirement to carry out necessary
mitigation measures.

Verify that project and related mitigation
measures have been carried out as
approved.

Follow up where appropriate to
determine actual environmental effects
and compare these to predicted effects.

Are the potential environmental effects significant? For example, destruction of a habitat
for sparrows may be insignificant, while destruction of a whooping crane habitat may be
significant. Many types of mitigation measures may be contemplated, including
construction techniques, seasonal limitations on work, design features, operational
procedures, compensation measures, etc.

After alternatives and mitigation measures have been explored, there still may be residual
adverse environmental effects that are significant. In exceptional circumstances, a project
may still go ahead. The critical issue is that the assessment should ensure that those
approving the projects are aware of all the potentially significant environmental effects.

Project approval should include controls or conditions to ensure that the proposed
mitigation measures are actually carried out.

Could be done by the approving authority directly, by independent third parties, or by
obtaining certification from proponent or an expert, such as a professional scientist or
engineer.

This is most important if mitigation measures include new or unproved technologies, or
if there is uncertainty about the predicted environmental effects.

Lessons learned about the environmental effects should be used in future environmental
assessments, where appropriate.

Note: Public input can be considered and information can be communicated to the public at most stages of the assessment.

We all have an interest in environmental assessment

6.9

Different parties have an interest in environmental assessment, including the proponent of the undertaking,

the public that might be affected by it, and various governments. The interests of the parties sometimes coincide, but
often may conflict, given that the costs and benefits of an undertaking, including the environmental costs and
benefits, are different for each of the parties.

6.10

Project proponents. Project proponents recognize the need to conduct environmental assessments in order

to avoid environmental damage for which they might be found liable. Many project proponents also recognize that
they have a role to play as responsible citizens in their communities and that there is a potential economic benefit to
be gained from being environmentally responsible. At the same time, conducting an environmental assessment often
involves costs and delays, and the assessment may sometimes recommend costly measures that will not necessarily
provide a return on the proponent’s investment. Many of the costs of harming the environment are indirect and a
proponent may see little reason to worry about costs that will be borne by the general public, by someone else or by

future generations.

6.11

The public. The public has a general interest in protecting the environment in order to provide for its use

and enjoyment by present and future generations. Generally people are concerned about sustainable development,
and they understand that if the environment is damaged, it is they and their children who will bear the costs and



suffer the consequences. People also benefit from undertakings through the creation of jobs and wealth. Some
conflict can occur where different segments of the public share unequally in an undertaking’s costs and benefits.
Conflicts between loggers and environmentalists are examples.

6.12 Various governments. Governments must plan their own activities carefully in order to incorporate
potential environmental effects into their decision making. For undertakings by other parties, governments also have
a broader interest to protect the health of current and future generations and of the environment. Furthermore, in
many cases it will be up to the government to bear the cost of repairing environmental damage. Environmental
assessment is a critically important tool that governments can use to protect their interests and to promote
sustainable development.

Federal requirements for environmental assessment

6.13 The federal Environmental Assessment and Review Process came into effect in 1974. In 1984,
Environmental Assessment and Review Process Guidelines were issued by order—in—council. The order—in—council,
which required that all federal proposals be subject to an environmental assessment, was sometimes ignored by
departments and agencies until a series of legal challenges — particularly those related to the Oldman River and
Rafferty—Alameda Dams— resulted in the determination that the guidelines had the effect of law. In 1987, the
federal government began extensive consultations on reforming the Environmental Assessment and Review Process.
The Canadian Environmental Assessment Act came into effect in January 1995.

6.14 The Act applies to “federal authorities”, that is, federal departments and a limited number of federal
agencies. A distinctive feature of the Act is that most assessments are “self—directed”. That is, federal authorities
rather than a single government agency are responsible for ensuring that an environmental assessment of a project is
conducted under the Act. Exhibit 6.2 sets out the process for determining whether a federal authority is required to
conduct an environmental assessment. When a federal authority is required to conduct an assessment, it becomes a
“responsible authority” under the Act. Both “federal” authority and “responsible” authority are used in this chapter
depending on the circumstances.

Exhibit 6.2 is not available, see the Report

6.15 The Act provides for four levels of environmental assessment. Each level represents additional public
consultation and Agency involvement in the process. Exhibit 6.3 describes each type of environmental assessment
and the numbers reported in the three years since the Act came into force. The table shows that more than 99 percent
of environmental assessments are screenings. In such cases, it is the responsible authorities that are responsible for
all of the decisions with respect to the environmental assessments.

Exhibit 6.3

Levels of Environmental Assessment under the Canadian Environmental Assessment Act

Self—directed Assessments Independent Assessments
Comprehensive Panel
Screening Study Mediation Review
Environmental
assessments
conducted
Jan. 1995 to
Dec. 1997 12,818 23 0 10
— Number 99.7 0.2 0 0.1
- % of total




When is this type of For all projects except those | For projects in the When the Responsible Authority or the Minister of

assessment required? | in Comprehensive Study Comprehensive Study Environment determines that the project is likely
List Regulations or in List Regulations to cause significant environmental effects or that
Exclusion List Regulations public concern is significant
Who leads the Responsible Authority (RA) | Responsible Authority Mediator, working with | An independent
environmental (RA) Responsible Authority assessment led by the
assessment? RA must send the and with assistance of Pubh.c Review Panel
assessment to the the Agency appointed by the
Minister of Environment, Mln.lster of
who determines if further Environment
assessment is required
Role of the Canadian | Minimal. Provides advice if | Advises Minister of Advises Minister of Environment on terms of
Environmental requested to do so by the Environment on reference and selection of mediator or panel
Assessment Agency responsible authority determination of whether | members
further assessment 1s Manages the process, including intervenor funding
required
Factors to be « Environmental effects, * Environmental effects, including cumulative effects and accidents

considered including cumulative
effects and accidents

Significance of effects

¢ Public comments

Significance of effects L
) * Mitigation measures
¢ Public comments where

appropriate
Mitigation measures

* Purpose of the project

¢ Alternative means of carrying out the project

« Any matter the RA may * The need for, and the requirements of, any follow—up program

require to be considered, * Sustainability of renewable resources

e.g. need for and * Any matter the RA may require to be considered
alternatives to the project

6.16 The role of the Canadian Environmental Assessment Agency (the Agency) is to administer the Act and to
provide related advice and assistance to the Minister of the Environment and to federal authorities with respect to
the Act. Under the Act the primary operational responsibility of responsible authorities is the conduct of screenings,
whereas the Agency’s primary operational responsibility is the administration of the comprehensive study process
and panel reviews.

6.17 Most of the federal authorities operate on a decentralized basis. Decisions to authorize projects, provide
funding, dispose of land, or issue permits may be made in various regional or district offices rather than at a central
headquarters. As a result, environmental assessments are reviewed by a wide variety of officials across the country.
They may be dealing with different types of projects, proponents, and environments. They also may be dealing with
a variety of different provincial, territorial or municipal governments and Aboriginal groups, whose attitudes may
differ about the importance of environmental assessment or about what they may view as federal interference in
their areas of jurisdiction.

6.18 The Canadian Environmental Assessment Act applies only to physical works and a limited number of
physical activities. Four critical regulations were included at the time the Act came into force:

+ The Law List Regulations list the various federal statutory and regulatory approvals that trigger an
environmental assessment under the Act. An example is a permit to build bridges under the Navigable Waters
Protection Act.




«  The Inclusion List Regulations describe physical activities that must be subjected to an environmental
assessment. Examples are low-level flying and ocean dumping.

+ The Exclusion List Regulations identify those undertakings with respect to a physical work that do not require
an environmental assessment. Examples are routine maintenance of existing physical works and construction of
small buildings.

+ The Comprehensive Study List Regulations describe those types of projects that require a more thorough
assessment than for a screening. An example is the construction of a new uranium mining facility.

6.19 To complement the Act, there is also a Cabinet directive that creates a non—legislated requirement for the
environmental assessment of all federal policy and program initiatives, where these are relevant.

Focus of the audit

6.20 Much of the public awareness of environmental assessment is based on the handful of high—profile cases
that are the subject of panel reviews, comprehensive studies, or court cases. These represent considerably less than
one percent of the environmental assessments that are carried out each year under the Act.

6.21 We chose to focus our audit on the challenges that responsible authorities must face in dealing with the
approximately 5,000 screenings carried out each year under the Act. We also examined the processes in place for the
environmental assessment of programs and policies in accordance with the Cabinet directive.

6.22 For our audit we selected 11 organizations that together account for more than two thirds of all
environmental assessments carried out under the Act. In part, the organizations were chosen to reflect a cross—
section of government activities and the various triggers for assessment under section 5 of the Canadian
Environmental Assessment Act. (see Exhibit 6.4).

Exhibit 6.4

Number of Environmental Assessments Reported by Selected Responsible Authorities—19 January 1995 to
December 1997

Trigger for conducting assessment under section 5 of
Canadian Environmental Assessment Act
RA is Federal
Responsible Authority (RA) Proponent Funding Lands Law List Total*
Agriculture and Agri—-Food Canada 275 480 313 11 1,077
Atlantic Canada Opportunities Agency 0 1,050 0 0 1,050
Atomic Energy Control Board 0 0 0 42 42
Canadian Heritage (Parks Canada) 676 31 160 630 1,480
Environment Canada 186 168 0 1,145 1,491
Fisheries and Oceans (Coast Guard) 188 8 6 277 438
Fisheries and Oceans (Habitat) 1 12 0 183 194
Indian and Northern Affairs Canada
(includes the Indian and Inuit Affairs
Program and the Northern Affairs Program) 182 74 375 1,485 2,116
Public Works sector of PWGSC 103 1 46 2 152
Western Economic Diversification 0 702 0 0 702
Sub—total (responsible authorities included




in our audit) 1,611 2,526 900 3,775 8,742
Canada-Newfoundland Offshore Petroleum Board 0 0 0 1 1
Canadian International Development Agency 0 75 0 0 75
Correctional Service Canada 6 4 0 10
Federal Office of Regional Development -

Quebec 0 1,175 0 0 1,175
Fisheries and Oceans (Small Craft Harbours) 270 60 193 1 524
Foreign Affairs 27 0 0 0 27
Health Canada 0 0 11
Human Resources Canada 0 67 0 0 67
Industry Canada 0 148 0 36 184
National Defence 393 0 0 393
National Energy Board 0 0 213 213
Revenue Canada 2 2 0 4
National Transportation Agency 27 0 198 225
Natural Resources Canada 60 25 0 37 122
Transport Canada 439 198 358 83 1,078
Sub—total (responsible authorities NOT

included in our audit) 1,230 1,757 553 569 4,109
Total 2,841 4,283 1,453 4,344 12,851

*  Total by responsible authority may be less than total by “trigger” because some environmental assessments may have been required
by more than one sub—section of the Act.

Source: Federal Environmental Assessment Index

6.23 In each organization, we reviewed the procedures for conducting environmental assessments and examined
a selection of files to determine how the processes actually functioned. We reviewed 187 screenings for projects
located primarily in British Columbia, Alberta, Québec and Nova Scotia. For the Northern Affairs Program of
Indian and Northern Affairs Canada, we examined files in the Yukon; and for the Atomic Energy Control Board,
most of the projects examined were either in Ontario or Saskatchewan. The screenings were selected by the audit
team and by the organizations to reflect typical activities and challenges in carrying out their responsibilities under
the Act. The 187 projects vary greatly in size, location and potential for causing significant environmental damage.
Where possible, we selected screenings for larger and potentially more environmentally significant projects.

6.24 The audit objectives, scope and criteria are set out in more detail at the end of this chapter in the section
headed About the Audit.



Observations and Recommendations

Environmental Assessment Must Look at the Right Things

6.25 Environmental assessment can work only if those responsible are looking at the right things. We considered
three questions:

+ Are all projects that should be assessed under the Canadian Environmental Assessment Act and Regulations
being assessed?

+ Do the assessments consider the whole project?

+ Do the assessments consider all of the potentially significant environmental effects?

Not all federal projects are assessed

6.26 Federal authorities have put control procedures in place. The federal authorities included in our audit
have procedures in place that should ensure that an environmental assessment is carried out if required by the Act
before a final decision on a project is taken. However, there are situations where environmental assessments are not
conducted. These can occur where a federal authority is not aware of a project; where opinions differ on whether an
assessment is required; or where the system breaks down and the assessment is conducted either after the project is
approved or so late in the planning phase that it cannot influence the project. Although such occurrences do not
appear to be frequent, they point out a need for more vigilance.

6.27 Not all proponents apply for required permits. We were told that there are circumstances where no
application is made for a required federal permit because the project’s proponent either is not aware of the
requirement or wants to avoid the costs related to the permitting and the environmental assessment. Penalties for not
obtaining a federal permit can be much lower than the cost of going through the permitting and environmental
assessment procedures. Canadian Coast Guard officials in one region told us they suspect that more than half the
structures that should be requesting licenses under the Navigable Waters Protection Act are not. As a result, these
structures do not undergo an assessment under the Canadian Environmental Assessment Act.

6.28 Federal authorities should strengthen compliance measures to ensure that all project proponents
apply for required permits and licenses in the Law List Regulations.

6.29 There are uncertainties about the application of the Fisheries Act. Section 35 of the Fisheries Act
makes it an offence to destroy fish habitat unless authorized in advance to do so by the Minister of Fisheries and
Oceans. Penalties for destroying fish habitat without prior authorization can include jail terms, fines of up to
$1,000,000 or both. Many observers consider the Fisheries Act one of the most potentially powerful pieces of
federal environmental legislation. Environmentalists successfully lobbied to have authorizations under section 35(2)
of the Fisheries Act included in the Law List Regulations so that such authorizations would trigger an environmental
assessment under the Canadian Environmental Assessment Act.

6.30 Proponents frequently consult Fisheries and Oceans prior to undertaking projects that might destroy fish
habitat. In many cases, the Department may simply advise, either orally or in writing, that the project as planned is
not likely to result in destruction of habitat. Fisheries and Oceans officials may also make recommendations to
modify the project or to take other mitigating measures designed to prevent the destruction of fish habitat. In
reviewing projects, the Department’s officials focus on avoiding fish habitat destruction and they consider it a
success if they do not have to issue a letter authorizing the destruction of habitat.



6.31 Environmentalists have pointed out to us that they believe that the Department is not issuing section 35(2)
authorizations in order to avoid having to conduct environmental assessments. The Department’s position is that if
Fisheries and Oceans meets the primary objective of avoiding habitat destruction, then no authorization for
destruction is required. Consequently, there is also no requirement to conduct an evaluation under the Canadian
Environmental Assessment Act.

6.32 Poor statistics and uneven interpretation of section 35(2) within Fisheries and Oceans before the Canadian
Environmental Assessment Act came into force may have contributed to misunderstanding about how many section
35(2) authorizations would be issued each year. In recent years, Fisheries and Oceans Canada has clarified the
situations that require a section 35(2) authorization and improved its information on such authorizations.
Nevertheless, there are still large variations from one region of the Department to the next in the numbers of
environmental assessments triggered by section 35(2) of the Fisheries Act.

6.33 Fisheries and Ocean Canada should enhance procedures to ensure that habitat protection provisions
of the Fisheries Act, and consequent environmental assessment requirements, are applied consistently in all
regions of the Department.

6.34 Last-minute environmental assessment contributes little to project planning. A couple of responsible
authorities have a tendency to conduct environmental assessments only after all other factors in a project’s approval
have been considered. This is quite common with projects funded by the Atlantic Canada Opportunities Agency. We
even noted a few cases in other organizations where, notwithstanding the control procedures in place, the screening
was conducted after the project had been approved. Last-minute environmental assessment can put pressure on
officials conducting the screening to deliver a product that is less detailed than required and has little likelihood of
reducing a project’s potential environmental impact.

6.35 Responsible authorities should ensure that environmental assessment is integrated early in the
project planning and approval process.

Canadian Environmental Assessment Agency’s response: The Agency agrees with the recommendation, as it is
one of the fundamental principles of the Act.

The Agency is working with responsible authorities (RAs) to establish a Compliance Monitoring Framework, which
will assist RAs to implement quality control mechanisms so that all environmental assessments can be integrated
early in the project planning and approval process.

6.36 Many federal organizations are not required to conduct environmental assessments. Federal agencies
such as Crown corporations and Harbour Commissions are not responsible authorities under the Canadian
Environmental Assessment Act. Projects they undertake are not subject to the Act unless a responsible authority is
involved in the project either through funding, the transfer of land, or the issuance of a licence or permit. The Act
includes provisions that allow for the development of regulations for Crown corporations and Harbour
Commissions. These regulations have not been developed, so projects undertaken by these organizations that do not
involve a responsible authority are excluded from any formal requirement to comply with the Act. Furthermore,
most of these federal organizations are also exempt from provincial environmental assessment requirements for
projects they undertake. With the current trend to transfer certain federal activities to corporations outside the
umbrella of federal departments, we can expect that an increasing proportion of such activities will not be subject to
environmental assessment. For example, the Act is unlikely to apply to projects undertaken on federal airport lands
that are now leased to local airport authorities.

6.37 Projects that receive funding and that are on Indian lands are also excluded from environmental assessment
under the Act, although there are provisions for making regulations to include them. In the absence of regulations,
Indian and Northern Affairs Canada, Health Canada and the regional economic development departments and



agencies have agreed to carry out environmental assessments before providing funds for such projects. Since these
assessments are not carried out under the Act, they are not reported in the Federal Environmental Assessment Index.
Nevertheless, we included a number of them in our review.

6.38 Where appropriate, the Canadian Environmental Assessment Agency should accelerate its plans to
develop regulations to include a broader range of federal activities under the Canadian Environmental
Assessment Act.

6.39 Federal authorities should ensure that leases of federal lands include provisions for environmental
assessment of future projects.

Important portions of projects may be excluded from environmental assessments

6.40 The Canadian Environmental Assessment Act requires that in screenings and comprehensive studies the
responsible authority determine the scope of the project, that is, those components of the proposed development that
should be considered part of the project for purposes of the environmental assessment. These are to include the
principal project and any other physical works or physical activities that are interdependent or linked to the principal
project.

6.41 The Agency has developed guidance on the scoping of projects. The Act allows considerable latitude to
responsible authorities in setting project scope. We expected that guidance would be provided by the Agency and
departments that would be sufficient to achieve consistency in the scope of projects to be assessed. The Agency’s
guidance is intended to apply to the broad range of projects and activities that federal authorities deal with, and
generally it provides a good starting point for scoping projects. However, some of the federal authorities we
interviewed suggested that the Agency’s guidance on scoping was too theoretical and thus not particularly useful for
dealing with the types of projects for which they were responsible.

6.42 We expected that those departments who felt the need for more specific guidance would have developed
such guidance with the Agency’s assistance. However, only one of the federal authorities in our sample, Agriculture
and Agri—Food Canada, had developed guidelines for scoping the projects it typically deals with under the Prairie
Farm Rehabilitation Administration. One region of the Canadian Coast Guard has developed an informal guideline
on the scoping of bridge projects that require a license under the Navigable Waters Protection Act; it limits the
project to the bridge, 30 metres on either side of it, and 0.5 kilometre upstream and 1 kilometre downstream. While
these distances may be sufficient to assess the impacts of a bridge on the local fish habitat, this guideline does not
consider whether the bridge is in fact part of a larger project, such as a road.

6.43 Where principal projects clearly have no interdependent or linked projects or activities, determining the
scope is relatively simple. Where the project scope could conceivably have included more than just the principal
project, however, 6 of the 11 responsible authorities we reviewed had leaned to a project scope more narrow than
recommended in the Agency’s “Responsible Authority’s Guide”. Generally, scoping of projects tends to be
narrower where the assessment is triggered by funding or by the delivery of a license or permit. In the 187
screenings that we reviewed, there were about 15 percent where access roads or other project components that could
have been scoped with the principal project were not.

6.44 We cannot state with certainty whether or not the scope of any individual project was determined
“correctly”. We can state, however, that there have been inconsistencies from region to region or over time in the
way some responsible authorities determined the scope of projects that were similar. The inconsistencies are due to a
combination of factors: uncertainty and differences of opinion about the how project scope should be determined,
particularly for assessments triggered by the issuance of a license or permit; the general nature of the Agency
guidelines; lack of departmental guidelines; and concern about federal intrusion in areas of provincial jurisdiction.



None of the federal authorities we reviewed had procedures in place to periodically review the appropriateness of
the scope of projects they had assessed.

645 Federal authorities, in conjunction with the Canadian Environmental Assessment Agency, should
develop guidelines specifically designed for the scoping of typical projects with which they deal.

Agency’s response: The Agency is leading an interdepartmental forum on Guidance and Training to improve the
quality, timeliness, and customization of information for departments. The committee will share best practices and
resources for the development and implementation of guidance and training material, and will assist departments in
dealing with such issues as scoping.

Environmental assessments may not consider all potentially significant environmental effects

6.46 The Act requires that a number of factors be considered for a screening (see Exhibit 6.3). These include the
environmental effects of the project (including any cumulative effects), the significance of the effects, comments
from the public where appropriate, economically and technically feasible mitigation measures, and any other matters
“that the responsible authority may require”.

6.47 The factors that the assessment will consider can be influenced by the wording of the Act, previous legal
decisions, the advice and guidance provided by the Environmental Assessment Agency or by departments, input
from the public, and the personal judgment of the individual responsible for the assessment. Moreover, the
individuals making these judgments have a variety of skills and backgrounds. Every decision or judgment made
along the way can affect the substance of the environmental assessment and the eventual decision made about the
project.

6.48 Information on the project environment is often deficient. To determine the environmental effects of a
project, and their significance, the individuals conducting the environmental assessment need a good understanding
of the project and of the environment in which it is located. In at least 77 of the 187 projects that we reviewed,
information on the existing environment was not provided or was too sketchy to allow a reader of the screening
report to assess whether the assessment had considered all significant potential environmental effects. In some cases,
the official carrying out the assessment or reviewing a third—party assessment did not even visit the site. We
question whether, in the absence of a clear understanding of the project and the environment in which it is to be
undertaken, it is possible to determine whether the screening has included all potentially significant environmental
effects.

6.49 We found that 5 of the 11 responsible authorities whose assessments we reviewed tended to include a
broader range of environmental effects than the other 6. The organizations that used checklists of potential factors to
consider generally included a wider range of factors in their assessments. However, it was not always clear from the
information available in the file that some of the items on the checklist had actually been seriously considered. We
had more confidence in the usefulness of the checklists when supplementary information was provided explaining
the responses.

6.50 Screenings triggered by the Law List Regulations consider only a narrow range of effects. We have
already noted that such screenings tend to take a narrow approach to the project scope. They also tend to examine a
narrower range of environmental effects than those for projects whose proponent was the responsible authority.
Basing the screenings on a narrow project scope and on a limited range of potential environmental effects results in
a greater likelihood that potentially significant environmental effects will not be examined.

6.51 Concern about federal intrusion in provincial spheres of responsibility is one reason for this narrow
approach to environmental assessment. Some of the environmental assessments triggered by the Law List
Regulations are for projects that are primarily under provincial jurisdiction. The most obvious examples are private



sector forestry and mining projects and provincial road construction. Such projects frequently require a permit under
the Navigable Waters Protection Act or an authorization under the Fisheries Act, or both.

6.52 This means that in a typical environmental assessment for a bridge permit under the Navigable Waters
Protection Act, the Canadian Coast Guard would consider only the bridge, and not any logging road of which it may
be a part. Furthermore, it would consider the effects on fish habitat (a federal responsibility) but not, in most cases,
on other wildlife habitat (a provincial responsibility), nor would it consider general effects of the logging operation
on fish habitat (as this is beyond the scope of the bridge project). Parallel provincial environmental assessment
processes may look at some of these issues in some provinces, but this is not always the case.

6.53 Environmentalists feel that the responsible authority in such cases has an obligation to broaden both the
project scope and the range of issues to be assessed. Provincial authorities and private sector proponents generally
disagree. The Agency’s guide on scoping provides advice to responsible authorities exercising their discretion for
setting the scope of projects and the effects to be considered. The guidance advises that for environmental
assessments triggered under the Law List Regulations, the scope of the project and of the effects to be considered
may have to be less broad than for assessments triggered for other reasons. An environmental group in Alberta is
currently taking court action to require that a responsible authority broaden both the scope of the project and the
range of factors to be considered in the case of a series of bridges being built for a logging road.

6.54 There is evidently considerable difference of opinion on how far the federal government may go in looking
at environmental effects that come under provincial heads of power. Court decisions might provide additional
guidance on how to deal with this issue.

Cumulative effects are difficult to assess

6.55 The Canadian Environmental Assessment Act requires that the environmental assessment “shall include a
consideration of. . .any cumulative environmental effects that are likely to result from the project in combination
with other projects or activities that have been or will be carried out.” The assessment of cumulative environmental
effects presents some difficulties, due to the complexity of the issue and to disagreements on how such effects
should be assessed.

6.56 Parks Canada has developed a guide on the evaluation of cumulative effects, and deserves to be
acknowledged for taking the lead in cumulative effects assessment in the federal government. In December 1997,
the Agency issued for discussion its own draft guide on the evaluation of cumulative effects. Both guides are based
on an ecosystem approach and provide a good starting point for cumulative effects assessment. However, this
approach requires a good understanding of the ecosystem in which the project is taking place and of the stressors
that are acting on that ecosystem.

6.57 The challenge for responsible authorities and for project proponents is that normally they do not have
complete information about the ecosystem where a project is being proposed. There is also some dispute over
whether it is the responsibility of project proponents or of governments to develop baseline information about
ecosystems and their stressors. The Act does not provide any clarification of that issue. What is clear is that without
the necessary information, it may be very difficult to assess the cumulative environmental effects of a proposed
project.

6.58 Of the 187 environmental assessments in our sample, 159 were conducted by responsible authorities other
than Parks Canada. We found that 48 of these 159 assessments indicated that cumulative environmental effects had
been considered. In most of those assessments, however, there was little evidence to indicate the nature of the
cumulative effects assessment, including whether there had been an analysis of the ecosystem and its stressors. In
practice, only Parks Canada is considering cumulative environmental effects on a regular and rigorous basis.



6.59 The Canadian Environmental Assessment Agency should accelerate its work with federal authorities,
provincial governments, academics, and other interested parties to encourage the assessment of cumulative
effects, where appropriate.

Agency’s response: The Agency is currently consulting widely on a draft Practitioner’s Guide on Cumulative
Effects Assessment (CEA), prepared for the Agency by a working group of CEA specialists from the federal,
provincial and academic communities. The Guide will be finalized and distributed in the coming months. Feedback
to date from the consultations indicates that the Guide will be practical and useful, and will assist in effective
assessment of cumulative effects.

Information on Environmental Assessment Is Inadequate

6.60 Public participation is an important principle of environmental assessment. Members of the public can
often bring valuable input to the environmental assessment through their knowledge of local conditions or of
broader environmental issues. They may also have important knowledge or experience related to the proposed
project or its proponents. The public, as we have noted, also has an interest in the results of environmental
assessment. Good communication of information is essential in order to obtain public input. One of the underlying
principles of the Canadian Environmental Assessment Act is public participation. The Act contains provisions to
facilitate such participation.

Information in the Federal Environmental Assessment Index is incomplete and difficult to use

6.61 Although the Act does not require it to do so, the Agency has created a computerized database called the
Federal Environmental Assessment Index (the Index). Its purpose is to provide a “one—window access to
information on the who, what, when, where, and why of any environmental assessment conducted under the Act,
regardless of the responsible authority. It also directs the public to contacts and document listings related to specific
environmental assessments.” While federal authorities are not obligated to use the Index, all of the organizations we
reviewed have elected to do so.

6.62 The concept underlying the Index is good, but it has been difficult to implement. Officials of
responsible authorities find the Index difficult to use. Several complained that the procedures for entering data in the
system were slow, awkward and time—consuming. This may account for the fact that fewer than half of the 187
projects we reviewed had been registered in the Index before the assessment was completed and a decision made.
More than 10 percent of the projects we reviewed still had not been registered at the time of our review.

6.63 Even when information is entered properly and on time, the Index is not as useful as it could be. It provides
no information on the substance of the projects or the related assessments. Anyone wanting this information would
have to request the related documents, such as the screening reports, from the contact person identified in the Index.
Given the short time normally available for public comment on screenings, these delays may effectively preclude
public input. Furthermore, the organization of the data in the Index and the related search tools are so poor that it is
difficult to find information or to analyze it.

6.64 The Canadian Environmental Assessment Agency should review the Federal Environmental
Assessment Index and make improvements required to:

« facilitate prompt data entry by responsible authorities;
« facilitate access by interested stakeholders and researchers; and

« provide improved search tools for stakeholders and researchers.



Agency’s response: The Agency is making technological and other improvements to its web site, which includes the
Federal Environmental Assessment Index (FEAI). An upgraded version of the FEAI will be easier to use by
government departments and will encourage more timely data filing. Improved search tools will facilitate easier
access to the Index by stakeholders and researchers.

6.65 The Canadian Environmental Assessment Agency and responsible authorities should assess the
feasibility of modifying the Federal Environmental Assessment Index to allow screening reports to be
accessed directly through the Index as early in the screening process as possible.

Agency’s response: The Agency will work with responsible authorities to look into the possibility of making
screening reports accessible through the FEAI The Agency is also looking into the feasibility of making
comprehensive study reports available on its web site. Panel reports are already accessible and can also be
consulted on the Agency’s CD—-ROM library, which is updated annually.

Screening reports are often incomplete

6.66 The CEAA requires the preparation of a screening report that “summarizes the results of the screening”.
The Agency’s Responsible Authority’s Guide provides guidance on what should be included in the screening report.
This includes a description of the project, a description of the environment, a summary of environmental effects and
their significance, and a list and description of any mitigation measures needed to reduce significant adverse
environmental effects.

6.67 A majority of the 187 files we examined had screening reports that did not meet the minimum criteria set
out in the Agency’s guide. In particular, the description of the project or of the environment was often incomplete.
This would make it very difficult for a member of the public to determine whether the environmental assessment
had in fact considered all of the potentially significant environmental effects of the project.

6.68 Responsible authorities should ensure that screening reports meet the requirements for public
information as set out in the Responsible Authority’s Guide of the Canadian Environmental Assessment
Agency.

Agency’s response: The Agency is leading the development of a compliance monitoring framework for the Act and
its regulations. This will assist federal departments to gather consistent information on compliance with the Act, and
on the quality of their environmental assessments. This will in turn assist the RAs in standardizing the information
they gather for screening reports and will improve the consistency and quality of information.

Poor information undermines public participation

6.69 Public participation in the federal environmental assessment process is one of the fundamental principles
set out in the Act. Having an information source that is neither timely nor complete, that is difficult to access and to
use, and that may not meet Agency guidelines compromises the principle of facilitating public participation in the
environmental assessment of projects.

6.70 Despite these shortcomings, there are some signs that responsible authorities are trying to improve the
quality of information to the public. For example, Parks Canada is very sensitive to public concerns about
environmental degradation in our parks. In one of its regions, we were told that project proposals and requests for
public input are posted in Parks Offices and Parks Visitor Centres before any environmental assessments are
completed. In some cases, copies of this information are also faxed to public interest and environmental groups who
have shown an interest in a particular park.



The Agency’s annual reports avoid difficult issues

6.71 On behalf of the Minister of the Environment, the Canadian Environmental Assessment Agency prepares
an annual report to Parliament “on the activities of the Agency and the administration and implementation of this
Act.” The report “shall include a statistical summary of all environmental assessments conducted or completed”
during the year under review.

6.72 The Agency has faced significant challenges in implementing and administering the Act. Nevertheless, the
Annual Report makes little mention of these concerns, focussing instead on the Agency’s activities and a statistical
summary of assessments conducted. As a result, the report does not sufficiently address, for the public and
parliamentarians, whether steps need to be taken to improve the implementation of the Act. However, such
information was included in the Agency’s first Performance Report to Parliament in November 1997 and its 1998-
99 Estimates — A Report on Plans and Priorities, tabled in Parliament in March 1998.

6.73 The Canadian Environmental Assessment Agency should prepare its Annual Reports to Parliament
in a manner that points out the challenges to be met in implementing the Canadian Environmental Assessment
Act or, as a minimum, makes reference to any other of its reports to Parliament that contain this information.

Opportunities Exist to Improve the Efficiency of Environmental
Assessment

6.74 We have pointed out situations where better environmental assessment is required. However, resources are
not limitless, and those available may already be stretched to the limit. With thousands of projects to be approved
each year, it is important to seek ways to make environmental assessment as efficient as possible. One way to
increase efficiency is to focus the most effort on projects with potentially the greatest environmental impact.
Another is to use information and experience from previous environmental assessments, particularly when dealing
with new cases involving similar situations. Further, when several parties have an interest in ensuring that a
particular environmental assessment is conducted, there are opportunities to streamline and co—ordinate their efforts.

An important efficiency tool is not being utilized

6.75 While many environmental assessments are unique, others can involve repetitive situations with similar
projects in similar environments. Under the Act, a screening report that could be used as a model in conducting
screenings of other projects in the same class can be declared a “class screening”. The intent of this provision is to
simplify subsequent screenings of similar projects. Even with class screenings, however, the responsible authority
needs to take into account site—specific circumstances and cumulative environmental effects.

6.76 We noted three instances where procedures have been put in place for dealing with repetitive situations
without “reinventing the wheel” each time. This usually involves collecting basic information on the project, activity
and environment at the initial planning stage, and using the information to conduct a screening. For many repetitive
and small—scale projects, this basic information is sufficient for the responsible authority to determine whether there
may be any potentially significant environmental effects. If this basic information raises any concerns, or if there is
uncertainty about the information, a more in—depth screening would be conducted.

6.77 These situations would seem an ideal basis on which to prepare a model screening and have it declared a
class screening. The Agency feels that there are gains to be achieved in both efficiency and quality through the class
screening process. Since the proclamation of the Act, the Agency has worked with departments to identify potential
class screenings. As yet, however, only Parks Canada has brought forward a class screening for approval.



6.78 Responsible authorities indicated to us that they felt the procedures to declare a class screening were too
cumbersome. They find it more expedient to conduct individual assessments of similar projects than to initiate a
class screening declaration.

6.79 The Canadian Environmental Assessment Agency and responsible authorities should intensify their
efforts to improve quality and efficiency in the environmental assessment of similar projects by taking
advantage of the class screening provisions of the Canadian Environmental Assessment Act or of other similar
approaches.

Agency’s response: The Agency is actively assisting federal authorities in the development of class screening
documents across Canada. Several departments are presently developing class screenings including Indian and
Northern Affairs Canada, Fisheries and Oceans and Parks Canada. Several process issues have been resolved to
move this opportunity forward.

There is little evidence of federal-provincial duplication

6.80 Concerns have been expressed publicly, primarily by industry groups, that federal and provincial
environmental assessment processes may overlap and that this leads to duplication, cost increases and delays to
proponents. The Canadian Council of Ministers of the Environment has made environmental harmonization,
including environmental assessment, one of its priorities. The federal government has signed harmonization
agreements for environmental assessment with Alberta, British Columbia and Manitoba. On 29 January 1998 the
Canadian Council of Ministers of the Environment, with the exception of Quebec, signed ‘‘A Canada—wide Accord
on Environmental Harmonization”. A sub—agreement on environmental assessment was also signed as a part of this
accord.

6.81 The nature of our federal system is such that there can be overlap of federal and provincial responsibilities
with respect to a project. Of the 187 projects we reviewed, 25 required provincial environmental assessments. In
most of the 25 cases, there was more evidence of federal-provincial co—operation than of duplication of effort.

Federal authorities need to co—operate with each other

6.82 Another complaint from project proponents relates to interdepartmental differences of opinion or delays in
getting feedback from one “expert department” on an evaluation involving more than one federal authority. In some
cases, these concerns are real. Expert departments, primarily Fisheries and Oceans and Environment Canada, may
not have sufficient information or resources to provide a quick response. Furthermore, because of the latitude
allowed to responsible authorities by the Act, they may have different opinions on how a project or an assessment
should be scoped for the purposes of the Act.

6.83 In other cases, however, the delays are not attributable to the Canadian Environmental Assessment Act. If
an environmental assessment is not started until late in the planning process, then it is the poor planning process and
not the environmental assessment that is responsible for the delay. We also noted that the reviews that Fisheries and
Oceans is required to undertake under the Fisheries Act could cause delays, even if there were no requirement for
environmental assessment.

6.84 The Agency and federal authorities have established Regional Environmental Assessment Committees
(REAC) in several regions across the country to provide a forum for federal officials to discuss environmental
assessment issues and individual cases that may involve more than one federal authority. Members we interviewed
indicated that the Committees are a valuable forum for improved interdepartmental co—operation.



6.85 The Regulations Respecting the Co—ordination by Federal Authorities of Environmental Assessment
Procedures and Requirements, which came into force in April 1997, propose to eliminate delays where more than
one federal authority is involved. The Regulations impose deadlines on federal authorities for determining whether
or not they will require an environmental assessment and for identifying and notifying all other potential federal
authorities who may have responsibilities under the Act with respect to the project. All of the screenings we
reviewed were for projects approved before April 1997, so we have not examined the results of the new Regulations.

Environmental Assessment Does Not End with Project Approval

Mitigation measures are not always monitored

6.86 Environmental assessment is supposed to identify potentially significant adverse environmental effects and
any mitigation measures that will reduce them to insignificance. Responsible authorities have generally been
including mitigation measures in the terms and conditions of their approval, or building them into related contract
documents. It is less obvious from the information provided to us that responsible authorities have verified whether
mitigation measures were actually implemented by project proponents. In some cases, departments said they had to
allocate scarce resources to activities other than the monitoring of mitigation. The two cases in Exhibit 6.5 point out
the importance of monitoring mitigation measures.



Exhibit 6.5

The Importance of Monitoring Mitigation Measures

Case Study — Using Environmental Monitors

For a large construction project in British Columbia, the Canadian Coast Guard component of Fisheries and Oceans required the
proponent to employ a qualified “environmental monitor” to ensure that the environment was protected and that mitigation measures
were put in place. These independent consultants are empowered to issue orders, including stop—work orders, to ensure that the projects
are carried out as required and that the environment is safeguarded.

In the case that we examined, heavy rainfall during construction, combined with operating procedures that did not comply with those
recommended by the responsible authority, threatened to cause serious environmental damage from run—off. The environmental monitor
ordered work to be stopped and corrective measures taken. Without the presence of the environmental monitor, there could have been
serious damage to the environment.

Case Study — Canada Infrastructure Works Program

The Atlantic Canada Opportunities Agency was the federal implementing organization responsible for a golf course project approved
under the Canada Infrastructure Works Program. As part of the project approval, the proponent was required to implement mitigation
measures to avoid the type of consequences that environmentalists are concerned about with golf courses: run—off of fertilizers and
pesticides, and soil erosion.

As with the B.C. case, this project also had to contend with heavy rainfall, and the contracting procedures did not fully comply with the
mitigation measures outlined in the environmental assessment. Unlike the other case, the implementing organizations did not take steps
to ensure that the project’s construction was monitored. The result was that soil erosion did occur. These consequences might have been
avoided or reduced if the project had been adequately monitored.

6.87 Responsible authorities should ensure that mitigation measures are included where required as a
condition of approval and that project proponents implement them.

Follow—up of environmental effects needs to be strengthened

6.88 Environmental assessment is a predictive science, and there is an element of uncertainty about the effects
being predicted, or about the effectiveness of the mitigation measures even if carried out as recommended. The
Agency’s Responsible Authority’s Guide recommends that in cases of uncertainty, a follow—up program should be
implemented to verify whether actual environmental effects match predictions. This process should help to ensure
that any unanticipated environmental damage is avoided, and can build up a base of knowledge to improve
predictions in future assessments. The Federal Environmental Assessment Index allows responsible authorities to
indicate whether a follow—up is to be conducted.

6.89 Of the 187 projects that we examined, 48 met the criteria in the Agency’s Guide indicating that follow—up
of environmental effects would be appropriate. Information on file indicated that responsible authorities planned to
follow up on about three quarters of these 48, yet none of them was identified for follow—up in the Index. We are
concerned that one quarter of required follow—ups are not requested as a condition of approval. Because most of our
audit samples were environmental assessments of recent projects, it was too early to verify whether follow—up of
actual environmental effects had been conducted or whether the responsible authorities shared the results of follow—
ups with other federal authorities and the Agency.




6.90 Responsible authorities should ensure that, where appropriate, follow—up of the environmental
effects of projects is carried out and that the results of these follow—ups are shared with the Agency and other
federal authorities.

Agency’s response: The Agency is chairing an interdepartmental committee to investigate the problems with
follow—up under the Act and to analyze possible options, including a regulation to address these problems. This
forum will assist federal authorities in gathering and sharing information on follow—up with the Agency and other
federal departments.

The Agency and responsible authorities are not gathering information on results

6.91 Environmental assessment is widely accepted as a valuable planning tool, not only by environmentalists but
also by proponents of projects. However, many of the financial and environmental benefits of environmental
assessment are difficult to quantify. Given the costs to governments and project proponents of conducting
environmental assessments, it is important that the costs and results be measured and reported. The Canadian
Environmental Assessment Act includes a requirement for comprehensive review of the provisions and operation of
the Act five years after the Act coming into force. Such a review will require good information on program costs and
results. A Joint Monitoring Program conducted by the Agency and Industry Canada examined some aspects of
program delivery, costs and results over a one—year period early in the implementation of the Act. It recommended
an expanded monitoring program. However, in the three years since the Act came into effect, the Agency has still
not established a comprehensive framework for gathering such information. The weakness in monitoring mitigation
measures and following up on results will make it more difficult to gather the required information.

6.92 The Canadian Environmental Assessment Agency, in consultation with federal authorities, should:

+ establish a framework for conducting a comprehensive review of the provisions and operation of the
Canadian Environmental Assessment Act; and

+ collect the information required to conduct the review.

Agency’s response: The Agency will soon be developing an overall framework for conducting a comprehensive
review of the provisions and operations of the Act. In support of the upcoming review, the Agency has undertaken a
number of initiatives that will ultimately provide useful information.

As mentioned in the response to 6.68, the Agency is leading the development of a compliance monitoring framework
for the Act and its regulations.

The Agency has also developed, in partnership with Industry Canada, Environment Canada and Natural Resources
Canada, a multi-year Ongoing Monitoring Program to follow up a one—year Joint Monitoring Program.

The Ongoing Monitoring Program will collect information on:

« the costs and source of costs of assessments associated with comprehensive studies, public reviews and large—
scale screening projects;

« the benefits to industry and the public of preparing environmental assessments; and

« actual contributions to sustainable development brought about through comprehensive studies, public reviews
and large—scale screening projects.



The results of the Ongoing Monitoring Program will assist the Agency in refining the process to maximize benefits
and minimize costs to the government and to the private sector.

Both initiatives outlined above will contribute much information for use in the five—year review of the Act.

Decentralized Implementation Needs Quality Control

6.93 The Act is implemented in a very decentralized fashion. This can be a positive feature, as it means that
officials directly involved in decision making are also responsible for the environmental assessment of the project.
The risk with decentralized delivery is that, as we observed in the case of the Canadian Environmental Assessment
Act, it can result in uneven application of legislation. Only a few of the organizations we audited have adequate
measures to monitor whether or not environmental assessments are conducted in accordance with the requirements
of the Act and the Agency’s Responsible Authority’s Guide.

6.94  Federal authorities and the Canadian Environmental Assessment Agency should establish
procedures to:

« monitor whether or not environmental assessments are conducted in accordance with the requirements
of the Canadian Environmental Assessment Act and the Agency’s Responsible Authority’s Guide; and

« ensure that decisions with respect to the need for an assessment, project scope and potential effects to be
considered are made consistently from region to region and by all federal authorities.

Agency’s response: As indicated in the responses to 6.68 and 6.92, the Agency is leading the development of a
compliance monitoring framework for the Act and its regulations. This will provide information on whether
environmental assessments are conducted in accordance with the requirements of the Act and the Agency’s
Responsible Authority’s Guide.

The Agency will be developing guidance and training (as described in the response to 6.45) to assist federal
authorities in the areas mentioned. The Agency will also continue to facilitate consistency of approach through its
various interdepartmental committees.

Policy and Program Assessments Are Not Setting the Tone

Why policies and programs need to be assessed

6.95 The environmental assessment of programs and policies, also referred to as “strategic environmental
assessment”, is seen as an essential tool for dealing with the broader environmental and sustainable development
implications of programs and policies that may not be addressed easily at the project level. We are concerned that
without environmental assessment of programs and policies, federal departments and agencies may not be able to
implement the government’s sustainable development objectives. A 1990 Cabinet directive established a non—
legislated process for environmental assessment process of federal policy and program initiatives submitted for
Cabinet consideration, and for other policy and program decisions made by ministers without reference to Cabinet.



Departments have been slow to implement environmental assessment of programs and policies

6.96 In 1996, the Agency published a “Review of the Implementation of the Environmental Assessment Process
for Policy and Program Proposals”. The study concluded that there was a need to strengthen the implementation of
the Cabinet directive. In particular, the study found that:

+ 60 percent of departments and agencies indicated that they had conducted environmental assessments of policy
and program proposals;

« 45 percent had prepared documentation on the environmental implications of their proposals;

+ 25 percent had prepared guidance material on the environmental assessment of policy and program proposals;
+ 20 percent had frameworks for accountability;

+ 10 percent had maintained a regularly updated list of proposals assessed.

6.97 The interviews we conducted support the findings of the study. We found that most departments had not
developed guidelines or directives on the environmental assessment of policy and program proposals. Even when
they are done, these assessments are more often broad than comprehensive. In addition, officials preparing these
environmental assessments do not necessarily consult other departments with environmental expertise or their own
experts in project environmental assessment. We were surprised to discover that in a couple of departments, the
senior officials to whom we had been referred as those responsible for the preparation of Cabinet documents either
were not aware of the existence of the Cabinet directive or did not know how it was being implemented.

Steps to improve the environmental assessment of programs and policies may not be enough

6.98 An Interdepartmental Committee on Policy and Program Environmental Assessment, composed of officials
from 13 federal departments and the Agency, is working to improve the implementation of the Cabinet directive. In
January 1997, the Agency and the Committee produced a training module on the environmental assessment of
programs and policies. However, we are concerned that the training module may not be enough. Our interviews
suggest that little has changed since the 1996 study in the way departments deal with the environmental assessment
of policies and programs.

6.99 Two organizations stand out as having taken steps to implement strategic environmental assessment. Parks
Canada is conducting environmental assessments of park management plans, and has also conducted environmental
assessments of other proposals, including a proposal on the setting of its fee structure. Agriculture and Agri—Food
Canada has been developing agro—environmental indicators, which are incorporated in the analysis of program
proposals.

Departments need to be encouraged to implement the Cabinet directive

6.100 Some departments and the Agency have suggested that the tabling of sustainable development strategies, as
required by a 1995 amendment to the Auditor General Act, will help speed up the implementation of the Cabinet
directive. In our opinion, departments may need additional pressure from parliamentarians, the public and the
Commissioner of the Environment to fully implement the directive.

6.101 The Canadian Environmental Assessment Agency should work with other federal departments and
agencies to improve compliance with the Cabinet directive on the environmental assessment of policies and
programs.



Agency’s response: The Agency concurs with the strong link drawn between the environmental assessment of
policies and programs and the implementation of sustainable development objectives. It is increasing efforts
interdepartmentally and with senior officials to increase awareness and encourage widespread use of policy
environmental assessment. The Agency intends to conduct a follow—-up to its 1996 survey on the application of
policy assessment in order to measure progress.

Conclusion

There are many opportunities for improved environmental assessment

6.102 We identified several areas where environmental assessment needs to be improved. These include the need
for:

» abroader and more consistent view of projects and potential impacts to be assessed;

+ Dbetter information in screening reports and in the Federal Environmental Assessment Index, and improved
public access to this information;

+ Dbetter use of efficiency tools such as class screenings;
+ more thorough monitoring of mitigation measures and follow—up on results; and
+ increased attention to the environmental assessment of policies and programs.

6.103  Good practices need to be shared. The shortcomings we noted are neither universal nor catastrophic. We
also found examples where responsible authorities, on either a regional or a national basis, had developed
procedures or processes to improve the consistency and efficiency of implementation of the Canadian
Environmental Assessment Act. However, more effort is needed by responsible authorities and by the Regional
Environmental Assessment Committees in promulgating and encouraging sharing of best practices to improve
consistency and efficiency. The good examples that we found confirm that the recommended improvements are
achievable.

Several factors contribute to the deficiencies that we observed

6.104 The principal factors contributing to the deficiencies that we have noted include lack of clarity in the Act;
guidance from the Agency that is not always as practical as it could be; insufficient guidance from responsible
authorities; different backgrounds and skill levels of officials; and uncertainty about whether or how far federal
environmental assessment can extend into areas of provincial jurisdiction. In our opinion, a significant contributing
factor to the problems noted is a lack of review or quality control, by either the Agency or responsible authorities, to
ensure consistent and predictable application of the Act.

6.105 The Agency could be more forceful. The Canadian Environmental Assessment Agency does not have the
authority to interfere in decisions that are the responsibility of the responsible authorities under the Act. However,
we believe that the Agency could be more forceful in expressing its concerns when it observes problems in the way
responsible authorities are carrying out their responsibilities under the Act.



About the Audit

Objectives

Our objectives were:

+  to assess whether the Canadian Environmental Assessment Act and Regulations are being implemented
in an economic, efficient, consistent and predictable way by the Canadian Environmental Assessment
Agency, responsible authorities, and expert departments;

+  to identify impediments to implementation of the Act; and

+ to determine whether departments and agencies are complying with the Cabinet directive on the
environmental assessment of proposed policies and programs.

Scope

The Canadian Environmental Assessment Act (CEAA) currently applies to all federal departments and to a
limited number of federal agencies, such as the Atlantic Canada Opportunities Agency and the Atomic
Energy Control Board. The Act does not apply to Crown corporations. We included in our audit a sample
of federal organizations that together account for approximately two thirds of all environmental
assessments carried out under the Act:

Agriculture and Agri—-Food Canada

Atlantic Canada Opportunities Agency

Atomic Energy Control Board

Canadian Heritage (Parks Canada)

Environment Canada

Fisheries and Oceans (Habitat)

Fisheries and Oceans (Coast Guard)

Indian and Northern Affairs Canada (Northern Affairs Program)
Indian and Northern Affairs Canada (Indian and Inuit Affairs Program)
Public Works sector of Public Works and Government Services Canada
Western Economic Diversification

Most environmental assessment is carried out on a decentralized basis, usually at the regional or provincial
headquarters of the organization. We selected for detailed review a sample of 187 environmental
assessments carried out by the federal organizations in British Columbia, Alberta, Québec and Nova Scotia.
For the Northern Program of Indian and Northern Affairs Canada we examined files in the Yukon, and for
AECB, most of the projects examined were either in Saskatchewan or Ontario.

We reviewed the environmental assessment processes established by each of these organizations at their
corporate headquarters and in the selected regions. We also examined how these processes were actually
put in place with respect to the 187 sample files selected.



The Canadian Environmental Assessment Agency is responsible for administering the CEAA and for
providing advice and guidance to the federal authorities. We reviewed the guidance provided by the
Agency and its activities in support of its responsibilities under the Act.

Criteria

We set out detailed criteria for each of the audit issues that we examined. Because of the large number of
criteria, only the major ones are listed here. Some of the criteria focussed on the Act itself, or on the role of
the Agency. In particular, we expected that the Agency would be a leader in environmental assessment in
the federal government. We expected that the Agency would provide guidance on the implementation of
the Act such that federal authorities, project proponents, and other stakeholders would have a common
understanding of what is required by the Act. We also expected that the Agency would develop a reporting
framework for federal environmental assessment that would provide complete, relevant, and reliable
information on overall progress in implementing environmental assessment in the federal government.

Other criteria focussed on the federal authorities who are responsible for conducting screenings under the
Act. We expected that federal authorities would implement environmental assessment in their own
organizations in accordance with the Canadian Environmental Assessment Act and with guidance provided
by the Agency. We also expected that federal authorities would take steps to ensure that Agency guidance
was tailored to their specific organizational programs and that environmental assessment was implemented
in a consistent manner across all regions and programs. We expected that federal authorities would
implement the Act in co—operation with the Agency, other federal authorities and provincial agencies. We
expected that information would be solicited from the public and provided to the public in a manner that
respected the public participation objectives of the Act.

Audit Team

Principal: Wayne Cluskey
Director: Jacques Leduc

Nancy Adams

Dolly Chakrabarty
Louise Grand—Maison
David Harris

Carolle Mathieu
Lucie Talbot

Emily Zinger

For information, please contact Wayne Cluskey.
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Counting the Environment In

Main Points

7.1 As government departments struggle with defining and implementing sustainable development, they need
reliable information on the potential environmental and social effects of their activities, the costs of environmental
management, and the potential benefits of alternative approaches.

7.2 Agriculture and Agri-Food Canada and other federal departments are taking proactive steps by
implementing Environmental Management Systems to reduce the potential environmental impacts of their
operations. Jointly with Agriculture and Agri—-Food Canada, we examined how combining financial and non—
financial data about their operations could improve environmental decisions and could be used for reporting
performance. Similar measures could be applied consistently across government by other custodial departments.

7.3 Agriculture and Agri—Food Canada has identified significant opportunities for cost reductions and
environmental benefits through implementation of pollution prevention and resource conservation programs,
particularly through energy savings. However, managers may be constrained from taking full advantage of these
opportunities by limited resources, perceived disincentives and lack of awareness of possible investments. These
constraints are shared by other departments.

7.4 A review of emerging practices in other organizations provides lessons about how to measure, report on
and improve environmental performance. Overall, the public sector has yet to catch up with some advanced private
sector organizations in tracking and reporting the environmental aspects of their operations, partly because of
differences in mandate and incentives. The Government of Canada has an opportunity to demonstrate leadership in
developing and using analytical tools for these purposes.

7.5 The Commissioner of the Environment and Sustainable Development is committed to a five—year project to
assist government departments in developing decision support tools for integrating environmental, social and
economic information. The first phase (this chapter) addresses how environmental information can be brought into
decisions about the federal government’s extensive operations. Subsequent phases will focus on implementation and
on developing decision support tools for policies and programs.



Introduction

Good decision making weighs all the dimensions of sustainable development

7.6 As federal departments grapple with defining and implementing sustainable development, they must make
decisions based on different information than they have used in the past. The definition of sustainable development
in the Auditor General Act (see Appendix A — Glossary) leads to questions such as: How well are we meeting the

economic, social and environmental needs of people today? What are the implications of actions we take today for

our children? Will their lives be better?

7.7 Good answers to these questions cannot be obtained by considering only some needs and neglecting others.
To move toward sustainable development, federal departments need reliable information on past performance as
well as good predictions of the future. For example, Agriculture and Agri—-Food Canada weighed several different
dimensions of crop insurance programs through an integrated assessment (Exhibit 7.1). Integrating information in
this way can contribute to better sustainable development decisions.

Exhibit 7.1 is not available, see the Report

Integrated decision making is especially important for the federal government

7.8 Even after its recent reductions in budgets and employees, the federal government is still one of the largest
operations in Canada. It affects hundreds of thousands of Canadians through its internal operations, such as hiring
and purchasing practices. Given the national scope of its activities and the multitude of its effects on Canadian
society (for example, taxation, regulations, transfer payments, promotion of voluntary programs and provision of
information), the government must make decisions carefully. Those decisions encompass a broad spectrum of issues
ranging from the use of recycled oil to energy efficiency in buildings and to the long—term debt Canadians will bear.

7.9 The federal government has a special responsibility to provide public services, such as national defence,
and maintain assets of national significance, such as national parks, that are protected and conserved for the benefit
of all Canadians. The government’s role of balancing competing and complementary objectives, and weighing the
interests of multiple stakeholders, leads to a need to consider a wide range of information.

7.10 Reflecting this responsibility, the government has made a public commitment to integrate environmental
factors in its decisions. First, in the Code of Environmental Stewardship (1992), the government committed itself to
integrating environmental concerns with operational, financial, safety, health, economic development and other
relevant concerns in decision making. In A Guide to Green Government (1995), the federal government asserted,
“An integrated approach to planning and decision making will ensure progress on all the dimensions — social,
economic and environmental — of sustainable development.”

Focus of the study

7.11 Sustainable development strategies are a new requirement for federal departments under the 1995
amendments to the Auditor General Act. Recognizing that this initiative will require more emphasis on gradual
improvement rather than on immediate achievement of precisely defined objectives, the Commissioner of the
Environment and Sustainable Development is committed to working with departments to build capacity to achieve
sustainable development goals.



712 In his first Report, issued in March 1997, the Commissioner described four studies. One of them was to
address how information on environmental costs and benefits could be used to improve decision making: “Wise
decisions affecting the environment and sustainable development require an understanding of the relative costs and
benefits of action and inaction .... An assessment of the current state of knowledge will be prepared to identify best
practices.” That is the focus of this study. Two other studies in this Report complement this study, one providing
practical guidance for performance measurement for sustainable development (Chapter 8) and the other examining
strategic decisions for sustainable development (Chapter 5).

7.13 In a distinct but parallel initiative, Agriculture and Agri—-Food Canada had begun to implement an
environmental management system and had identified several needs, including the need to define baseline reference
measures for physical operations. Seeing the advantages of collaboration, the Commissioner and Agriculture and
Agri—Food Canada agreed to work jointly on approaches to track progress toward sustainable development. The
resulting effort went beyond the original intention to develop practical methods and tools (for accounting for
environmental progress). We focussed on the facilities and materiel management of Agriculture and Agri—Food
Canada, rather than its policies and programs. In conjunction with the Department, we reviewed current practices
and identified some of the key opportunities and constraints.

7.14 The review of Agriculture and Agri—-Food Canada’s situation was complemented by an analysis of
emerging practices in other organizations in the private and public sectors. The study also benefited from
collaboration with an ad hoc working group from other federal departments interested in managing the
environmental effects of their operations. Both the analysis of other organizations and the collaboration with
different departments helped us understand what is feasible for federal departments.

7.15 By adopting this pragmatic approach, we have laid the foundation for a fuller accounting of the
environment and, from there, for an improved decision—making process. This longer—term goal will not be
accomplished quickly. The Accounting for Sustainable Development Project, planned to be carried out over the next
five years, is intended to help the government develop better tools to support implementation of sustainable
development. While the focus is on information for better decisions, the same information could and should be used
for reporting on results.

7.16 The three long—term objectives of the project are:

« first, to help departments with custodial responsibilities to build the tools necessary to integrate considerations
of environmental and social effects into capital and operating decisions;

« second, to help departments with policy responsibilities to build practical, cost—effective tools to integrate
information from diverse data bases into decisions on policies with significant environmental, social and economic
effects; and

« third, to help departments create the baseline reference information necessary for credible, relevant and
consistent measures of their sustainable development performance.

7.17 Thus this chapter is more of a progress report than a final summing up of our work in this area. In About
the Study, we provide more details on how this first phase of our five—year project was carried out.



Study Findings

Bringing Operations into Harmony with Nature

The physical operations of Agriculture and Agri-Food Canada lead to several environmental challenges

7.18 Extensive operations. Agriculture and Agri—-Food Canada owns about 1,800 buildings on 33,000 hectares
of land, occupies 81,000 square metres of office space and operates numerous and varied research establishments,
farms and laboratory complexes. Two branches of the Department, the Research Branch and the Prairie Farm
Rehabilitation Administration, together operate more than 10,000 pieces of farm equipment and other vehicles. The
Department also operates 87 community pastures covering more than 900,000 hectares. The responsibility for these
operations is very decentralized.

7.19 Environmental challenges. The duration, size and diversity of Agriculture and Agri—-Food Canada’s
physical operations create three different kinds of environmental management challenges. The first is what might be
termed “legacy” issues — issues resulting from past operations (for example, contaminated sites, underground fuel
storage tanks) or use of substances that are being phased out, such as polychlorinated biphenyls (PCBs) and ozone—
depleting substances.

7.20 The second category of environmental management issues includes those that are a normal outcome of
day—to—day operations — for example, issues related to fuel consumption, heating—plant boiler emissions, waste
water, or solid waste disposal. This category may also include: the use of an installation for program needs, resulting
in laboratory fume hood emissions; or the use and handling of chemicals such as pesticides, with the risk of spills or
contamination. The Study Management System and environmental assessment are used to ensure that studies are
undertaken efficiently and in line with environmental concerns.

7.21 The final category of environmental issues relates to new projects or initiatives. For instance, construction
of a new facility or purchase of new vehicles may cause adverse environmental impacts, such as those assessed
under the Canadian Environmental Assessment Act. These impacts may be mitigated by construction of energy—
efficient buildings and selection of alternative—fueled vehicles.

The Department is moving to a more proactive approach to environmental management

7.22 The managerial challenge. The Department’s environmental challenges must be addressed by facility
managers, many of whom are faced with reduced capital and operating funds as well as other new departmental
initiatives. Some departmental managers have been looking for ways to improve environmental performance while
reducing the cost of utilities, materials and supplies. During 1997-98, the cost of these items was expected to exceed
$40 million.

7.23 An initial focus on high-risk environmental issues. Through the early 1990s, Agriculture and Agri—-Food
Canada focussed on managing contaminated sites, replacing underground storage tanks, constructing chemical
storage facilities and addressing other high-risk environmental areas. By 1994, Agriculture and Agri—Food Canada
had tackled most of these problems and had expanded its environmental agenda beyond its earlier focus and
identified the advantages of a more systematic and proactive approach.

7.24  Adoption of an environmental management system. In response to these and other pressures,
Agriculture and Agri—Food Canada decided to develop and implement an environmental management system (see



Appendix A — Glossary). The Department made a public commitment to this initiative in its sustainable
development strategy (Exhibit 7.2).

Exhibit 7.2

Agriculture and Agri-Food Canada’s Commitment to an Environmental Management System

The sustainable development strategy tabled in April 1997 articulates the Department’s vision for abundant food and a healthy
environment. One of the priorities in the strategy is to “integrate environmentally responsible approaches into the management of the
physical operations of the department by:

¢ meeting or exceeding federal environmental regulations;

e using best practices;

e developing and implementing an Environmental Management System (EMS).”

The Department made the following commitment for 1997-98:

“An EMS will provide the framework for Agriculture and Agri—-Food Canada to:

1. apply environmental stewardship to its operations and to monitor its environmental performance;
and

2. ensure a high level of environmental performance and accountability in departmental operations, such as construction and operation of
buildings, fleet management, and land utilization.”

Source: Agriculture in Harmony with Nature. Agriculture and Agri-Food Canada, 1997

7.25 A commitment to the greening of government operations. In November 1995, the Department
established an Environmental Management System Task Force to co—ordinate development of the system. The Task
Force had representatives from all branches: Human Resources, Research, Food Products and Inspection, Policy,
Review, Communications, Market and Industry Services, Corporate Services and Prairie Farm Rehabilitation
Administration. The initial focus of the Task Force was to clarify the roles and responsibilities of all branches in the
development of the system, and identify gaps in the existing environmental management practices and the resulting
risk to the Department.

7.26 Need for environmental policy identified. In its initial review, the Task Force concluded that the
Department had a somewhat fragmented approach to environmental management and identified areas for
improvement. This review used the Environmental Management System Self-Assessment Guide developed by the
Office of the Auditor General and the Federal Committee on Environmental Management Systems. The Task Force
identified the need:

« to develop an environmental policy with objectives and targets;

+ to establish a better organizational structure for environment-related activities with clear roles and
responsibilities; and

+ to define environmental risk areas and legal requirements.

7.27 The Department identified some of the key risk areas including hazardous waste generation, incinerator
use, PCB use and phase—out, laboratory operations, effluent treatment, and pesticide use.




7.28 A Steering Committee of Assistant Deputy Ministers was established to align the proposed environmental
management system with other departmental activity and to define accountability for environmental performance.
The objective of the Steering Committee was to streamline the implementation process.

7.29 A shift in focus to implementation. The Steering Committee approved the environmental policy in April
1997. With that approval, the focus shifted from policy to the support tools for implementation of the environmental
policy. Training was provided across the country for facility managers to help them analyze the environmental
aspects of the Department’s operations. The Task Force also recognized some key principles:

« Policy, by itself, is not enough — managers want tangible tools.
« Little successes are important.

« Continued functional support is needed from a central group.

+ Increased communication helps information exchange.

7.30 Given the decentralized nature of the Department, the Steering Committee decided to take a “bottom—up”
approach by having facility managers set their own environmental objectives and targets. The objectives and targets
will be set in the context of the departmental sustainable development strategy and environmental management
system. Regional centres had to be heavily involved in the process to build support for implementation.

7.31 To help managers assess the potential environmental risks, the Task Force developed its Environmental
Management Review guide. This guide contains a process for managers to assess the environmental aspects of their
operations, to evaluate the environmental risks and liabilities, and to set environmental objectives and targets. The
resulting environmental agenda will allow for comprehensive monitoring of progress and management performance
for specific physical operations. During 1998, responsibility centre managers will complete the Environmental
Management Review of their physical operations.

7.32 The Department recognized the need for elementary measures of energy use, waste, and water use that
could be used to set goals, measure progress and identify opportunities for reducing both costs and environmental
degradation due to, for example, emissions of toxic substances to the atmosphere. To support this more proactive
approach, the Department wanted to make a link between its financial accounting system and its environmental
management system.

Some successes have already been achieved

7.33 The Department has made progress in managing its high—risk environmental issues. Projects ranging from
energy audits to major building retrofits and replacement of underground storage tanks have been carried out at
some individual sites and these will improve environmental performance. Senior managers interviewed recognized
the value of such successes in generating savings as well as providing examples for other managers.

7.34 In one example, Agriculture and Agri—-Food Canada’s Dairy and Swine Research and Development Centre
(Lennoxville) has purchased and will continue to assess a Neighbourhood Electric Vehicle for use on research
station property. The direct acquisition and operation costs of the vehicle are estimated to be 50 percent less than
those of a conventional internal combustion vehicle. The vehicle has a battery life of more than eight hours and can
reach a speed of 40 km/hour.

7.35 A second example points to the possible environmental benefits from more efficient use of existing
resources. Following two reviews of their fleet management, the Prairie Farm Rehabilitation Administration and



other branches of the Department decided to pool their vehicles within their Regina headquarters. The centralized
vehicle pool, operating on a cost recovery basis, has dropped from 28 to 22 vehicles and has allowed ongoing cost
reductions estimated at $25,000-$30,000 per year.

7.36 As a final example, the Vineland station has conserved energy through a co—generation project that was
supported by the Federal Industrial Boiler Program (Exhibit 7.3). The project demonstrates what can be
accomplished even in older facilities.

Exhibit 7.3 is not available, see the Report

Managers need benchmarks and consistent measures to track environmental performance

7.37 Assessing the needs of managers. We observed a diverse set of operational issues, ranging from
containment of deadly animal viruses to management of very large refrigeration units; however, we also found some
common themes. Managers at the facilities visited share an emphasis on reducing and containing variable costs —
that is, costs that fluctuate with different levels of activity. In several cases, reducing these costs has led to a smaller
environmental impact from operations (for example, fewer emissions to the air).

7.38 To evaluate their performance and to make good planning decisions, managers need appropriate
information. Given that each research facility is unique, comparisons over time may be most meaningful.
Environmental aspects of some operations may be similar enough that it may also be useful to make comparisons
against benchmarks. These benchmarks may be internal to the Department, comparing facilities against one another,
or demonstrating progress toward departmental environmental goals.

Opportunities exist to reduce costs and environmental impacts

7.39 Managers interviewed have several opportunities for effectively using information about environmental
performance. Some of this information could contribute to successful implementation of the departmental
environmental management system. However, managers also point to some constraints due to the effort of collecting
and using this information.

7.40 Some information is available. The Department is in the early stages of implementing its environmental
management system; some pieces are in place, and others are slated for implementation by 1999. For example, the
Department has provided support to managers through the Environmental Management Review guide, an intranet
site and training workshops. Much of the basic information on the environmental aspects (for example, amount of
resources used, associated costs) is already being collected, filed and tracked, and is being used in a limited way in
operational decisions. For instance, managers monitor energy bills for surcharges related to electricity use during
peak periods. Obtaining and using this information is seen to be part of good management. In this context, one
manager downplayed the possible data collection burden: “It’s only a burden for those that aren’t managing
properly.”

7.41 Some managers commented that not all information is worth collecting. The reasons given range from the
source of the inputs (for example, in some instances the volumes and costs for self—supplied water are not easily
estimated) to the size of facilities (for example, the electricity use at individual community pastures is so small and
unchanging that it is not worth tracking separately). In some cases, the resources required to obtain the information
are not worth the cost reduction and overall environmental benefits.

7.42 Potentially large energy cost reductions. Energy costs are a major contributor to total operating costs.
The way energy use is managed at each facility depends on the rate structure each operation faces; it may differ
from one municipality to another. Substantial reductions in energy costs have been achieved at some facilities and



more are being sought. Across facilities, managers have not yet taken a systematic approach to evaluating energy
use or potential savings. This systematic evaluation will be part of the departmental Environmental Management
Review of the responsibility centres to be completed during 1998. In the face of fiscal restraint, managers at the
facilities visited recognize the need to identify opportunities that reduce pollution and financial costs (for example,
through lower energy costs).

7.43 Support from facility managers. The managers interviewed are clearly interested in doing a good job and
are committed to environmental stewardship. They also speak of the potential value of sharing information among
sites (and among departments) on more effective environmental management, such as innovative energy practices.

There are some constraints to reducing costs and environmental impacts

7.44 Information collection effort. Obtaining any information requires a certain collection effort and so should
be directly useful to facility managers to evaluate environmental performance. The new financial information system
for Agriculture and Agri—-Food Canada will need to be flexible enough to build in environmental accounting
information requirements and, therefore, to facilitate environmental performance reporting.

7.45 Limited financial resources. The funding for suitable environmental projects is limited by the available
departmental resources and, in some cases, is secondary to program decisions. The payback periods for some
energy—saving projects are estimated to be less than five years, but funds are not available to implement these
projects because of other departmental priorities. The funding is further complicated because there are two sources
of money (facility/region and departmental headquarters) that must be co—ordinated for some larger projects. This
lack of capital may be partially offset by additional outside funding, which provides an impetus to upgrade or
reconfigure existing facilities.

7.46 Perceived disincentives. Another important limitation is that managers who implement environmental
projects that result in cost reductions may not perceive an increased availability of funds. Providing financial
incentives could be an effective tool to promote the environmental management system within the Department.

7.47 As an example of how incentives can make a difference, the Prairie Farm Rehabilitation Administration is
currently a tenant in a Public Works and Government Services Canada building. The Administration is part of a pilot
project to assess the implications of being a “reimbursing client”. It will manage its own facilities and has an
incentive to achieve savings by collocating with other organizations, sharing services and common facilities, and
cutting costs for waste, water and energy. Long—term accommodation management strategies also provide
opportunities for incorporating environmental concerns.

7.48 Lack of clarity regarding possibilities for ‘‘green” procurement. There is an interest and willingness on
the part of some managers to implement environmentally beneficial procurement measures as long as the measures
do not affect their costs substantially. Managers have several suggestions for measures that could be used to
implement such procurement practices and to track progress (for example, recycled paper as a proportion of total
paper purchases). The managers we interviewed advised us that they need more information in the form of practical
guidelines on how to implement departmental policies for green procurement. Contract and purchasing managers
wanted to know how much of a premium was acceptable for a product or service with significantly smaller
environmental impacts.

7.49 Other external constraints may also limit the effectiveness of procurement initiatives. The availability of
alternative suppliers is an issue for procurement outside major urban areas. The many minor decisions when making
purchases with credit cards are not cost—effective to track individually. Training programs and audits could play an
important role in addressing such obstacles.



7.50 Limited information on environmental aspects of physical operations. There are two main types of
environmental management challenges for the operations we considered — those related to inputs or outputs for the
facilities such as solid waste; and those related to the inventory of certain types of structures or substances, such as
underground storage tanks. Responsibility centres are currently monitoring their activities, but most are not
systematically tracking the consequences for third parties, such as the effects of waste water on water quality outside
Agriculture and Agri-Food Canada properties. The centres are also not reporting the results of their monitoring
activity. Existing budgetary and accounting systems are mostly silent on environmental impacts and physical
consumption. Baseline information being collected through the Environmental Management Review will address
some of these data gaps.

Other federal departments face similar opportunities and constraints

7.51 Through this study, we had the opportunity to work with an ad hoc working group that includes members
of the Federal Committee on Environmental Management Systems. Participants are from several departments that
have significant custodial responsibilities (Agriculture and Agri—-Food Canada, Environment Canada, Department of
National Defence, Natural Resources Canada, Public Works and Government Services Canada, and Treasury Board
Secretariat). The group provided a way of comparing the experience of Agriculture and Agri—-Food Canada with that
of other departments. Discussions supported the conclusion that the opportunities and constraints are similar for the
participating departments. Work with this group allowed us to evaluate what degree of consistency could be
achieved among departments in the way they collect and report information.

7.52 This working group set itself the task of developing common environmental performance measures. After
discussion, group members selected eight environmental aspects for detailed consideration: energy use, water use,
solid waste, hazardous materials, storage tanks, spills, ozone—depleting substances and procurement of
environmentally responsible products. These aspects were chosen on the basis of their potential for environmental
impacts, their broad applicability to the operations of different departments and the objective of minimizing overlap
with the work of other interdepartmental committees.

7.53 Comparison of the approaches taken by each of the custodial departments led to the selection of common
performance measures for six of the eight aspects (Exhibit 7.4). For the other two aspects, the proposed measures are
still under consideration. The measures were chosen to facilitate useful comparisons among facilities and
departments. Some departments may choose to collect and report additional information, such as total energy use,
and may also vary the weight they attach to particular measures in their decisions.

Exhibit 7.4

Proposed Common Measures for Reporting Environmental Performance

Environmental Aspects Proposed Environmental Measures Remarks
Office Buildings Other Facilities
Water consumption 2 Cubic metres per year

Cubic metres per m
(floor area)

Dollars per year Dollars per year

Energy consumption

Gigajoules per m?

Dollars per year

Gigajoules per year

Dollars per year

Petroleum products and
allied petroleum products
storage tanks

Number of tanks registered

Percent in compliance with
the Canadian
Environmental Protection

Number of tanks registered

Percent in compliance with
the Canadian
Environmental Protection

Performance may be
expressed in absolute and
percentage terms




Act

Act

Non-hazardous solid waste

Kilograms of waste going to
landfill per person year

Percent of waste diverted
from going to landfill per
year

Tonnes of waste going to
landfill per year

Percent of waste diverted
from going to landfill per
year

Performance could be
expressed in absolute terms
and in relation to target of
50 percent reduction from
1988 level (190 kg per
person per year)

Ozone—depleting substances

Number of reportable
releases per year

Kilograms of reportable
releases per year

Number of reportable
releases per year

Kilograms of reportable
releases per year

Reportable as per existing
and anticipated regulations

Spills

Number of reportable spills
per year

Number of reportable spills
per year

Reportable as per existing
and anticipated regulations

Source: Ad hoc committee discussions

7.54 Some departments have already begun to use this kind of information to achieve cost reductions. One

recent study estimated that the net savings government-wide of implementing energy conservation measures could
be $29 million per year by 2005.

7.55 While the focus of this project was on information for decision making, the members of the working group
recognized that the same measures could also be used for reporting on results. For example, the measures in Exhibit
7.4 could be used for reporting compliance with regulations on storage tanks. As another example, a performance
measure for energy use could be developed from the ongoing monitoring data. A description of how to translate and
apply this baseline information is given in Chapter 8 of this Report.

Emerging Practices for Integrating Information Provide a Road Map

7.56 To understand what might be feasible for federal government departments in terms of collecting, using and
reporting environmental information, we assessed the emerging practices in other public and private sector
organizations. We focussed on organizations with well-developed environmental management and reporting
approaches.

Common decision framework emerges from our surveys

7.57 Our interviews revealed that there are some common strategic, operational and control decisions
confronting the organizations visited. We observed that these decisions were based on factors such as perceptions of
shareholder equity, market advantage, public pressure, expectations of future environmental legislation and
regulations, and changing views of corporate accountability. A framework for these decisions is provided in Chapter
5 of this Report.

7.58 Strategic decisions. A major question was “Where do we want to be positioned relative to other firms on
the environment?” All organizations visited had decided, during the past five to seven years, to become
environmental leaders. They had all moved from reacting to environmental issues to implementing a form of
comprehensive environmental management that included a focus on pollution prevention. Each organization had
made different decisions on how fast and how far it wanted to move, and the cost that it was prepared to incur to
make the journey.



7.59 Budgeting decisions. All organizations visited had to make decisions about changes in operations,
products and processes. They had to make decisions on such matters as major retrofits of buildings, heating and
lighting systems and more minor capital investments. Managers wanted information to set objectives and targets, to
monitor progress against corporate environmental goals, and to evaluate the effectiveness of their activities.

7.60 Control decisions. All organizations interviewed recognized that their challenge was managing changes —
changes in the corporate culture, in the way they did business, or in the attitude of employees. They needed to know
whether they were successful in making these changes. From an environmental perspective, senior management and
boards of directors were concerned about compliance and “due diligence” with respect to applicable environmental
laws and regulations.

What gets measured, managed and rewarded gets done faster and better

7.61 From the interviews and survey of practices in various organizations, several clear lessons emerged on how
to implement an integrated information system. (Some of the same messages have been highlighted in Chapter 8 of
this Report and in previous work of the Office of the Auditor General.)

+  Measure results. Environmental performance that is measured, managed and rewarded continually improves.

+ Ensure clear accountability. There are several key prerequisites for continuous improvement: unrelenting
support of senior management; an effective environmental champion/controller with authority within the
organization; continuous demonstration of tangible benefits through quantification; clear accountability for results;
and recognition, rewards and sanctions.

+ Use existing systems. Effective environmental information systems are built into the existing business
planning and cost accounting systems.

« Focus initially on cost reduction. The key relevant steps for comprehensive environmental management are:
realizing cost reduction opportunities; changing or coping with environmental and business risks; closing
compliance gaps; reducing environmental liabilities; and implementing physical measures for aspects such as waste
and energy use.

+  Match the tools to the planning horizon. Accounting becomes more sophisticated as an organization’s
planning horizon and perceived social accountability expand.

- Integrate data. At every decision point, there is a need to integrate financial and non—financial information
about environmental effects.

+ Use environmental performance as a competitive advantage. Key motivators for private sector
organizations are customer satisfaction and corporate image. This will eventually lead to an increase in shareholder
equity. Initially, the environment is perceived as a burden; subsequently, it is perceived as an opportunity.

Many organizations are already reporting on their environmental performance

7.62 Some organizations have made significant progress in reporting on their environmental performance. For
example, a large multinational corporation prepares an annual statement translating its environmental performance
into financial terms. The environmental management group tracks both the costs and savings due to the
corporation’s environmental programs for the current year and for previous years (Exhibit 7.5). This report is used to
improve environmental programs for the corporation as a whole and for individual facilities.



Exhibit 7.5

A Corporate Environmental Financial Statement

1996

1995

1994

Environment Costs
Costs of Basic Program

Corporate environmental affairs and shared multidivisional costs
Auditors’ and attorneys’ fees

Corporate environmental engineering/facilities engineering
Divisional/regional/facility environmental professionals and programs
Packaging professionals and programs for packaging reductions
Pollution controls - operations and maintenance

Pollution controls - depreciation

Total Costs of Basic Program

Remediation, Waste, and Other Response Costs*

Attorneys’ fees for clean—up claims, notices of violation
Settlements of government claims

Waste disposal

Environmental taxes for packaging
Remediation/clean—up - on—site

Remediation/clean—up - off—site

Total Remediation, Waste, and Other Response Costs
TOTAL ENVIRONMENTAL COSTS

Environmental Savings (Income, Savings and Cost Avoidance from 1996
Initiatives)

Ozone—depleting substances cost reductions

Hazardous waste - disposal cost reductions

Hazardous waste - material cost reductions

Non-hazardous waste - disposal cost reductions

Non-hazardous waste - material cost reductions

Recycling income

Energy conservation - cost savings

Packaging cost reductions

TOTAL 1996 ENVIRONMENT SAVINGS
As a Percentage of the Costs of Basic Program

Summary of Savings

Total 1996 Environmental Savings
Cost Avoidance in 1996 from Efforts Initiated in Prior Years Back to 1989
TOTAL INCOME, SAVINGS AND COST AVOIDANCE IN REPORT YEAR




*Proactive environmental action will minimize these costs.

7.63 The organizations we interviewed have moved beyond reporting against regulated standards (for example,
for atmospheric emissions). They collect information on the broader implications of their environmental
management system and, in many cases, track effects on their local communities. However, in general, even the
leading organizations we reviewed are not translating all their environmental impacts into monetary terms. They use
a combination of financial and non—financial measures to track their overall environmental performance.

7.64 In some cases, organizations are using this information simply to manage the environmental dimensions of
their performance. For example, one Canadian resource company tracks water consumption for several different
uses, including faucets, toilets and air—conditioning equipment. Another Canadian company separates its solid waste
into streams for cardboard, paper, metals, plastic, glass, wood, toner cartridges, wire and cable, and tracks each
stream individually. In another case, a chief executive officer looked at his company’s atmospheric emissions of
toxic substances with other sources of pollutants and made a commitment to reduce emissions by 90 percent, well
below regulatory limits at the time.

7.65 Private sector organizations have used information about performance as a source of competitive
advantage. One corporation screens each possible new product for its sustainable development implications as it
decides whether to bring the product to market. It is not just private sector organizations that have benefited from
using this information; municipalities have used their environmental performance as a way of attracting businesses
and investment.

7.66 Another recent survey of private sector organizations concluded that, overall, the use of this kind of
sustainable development performance information was limited, but had the potential to grow rapidly.

A gap exists between the leading public and private sector organizations

7.67 Our survey of private and public sector organizations revealed a wide range in environmental performance
within the two sectors as well as a gap between the leading organizations in both sectors. Some leading private
sector organizations have designed and implemented more sophisticated and comprehensive reporting and
management systems than any we surveyed in the public sector. Other private sector organizations have poor
environmental track records. Some lack the sophistication or resources to undertake proactive approaches to
managing their environmental agendas, and some do not have the public profile that appears to provide a spur to
good performance.

7.68 One partial explanation for the difference we found between the public and private sector organizations
may be the focus of the public sector on the policies and programs they are undertaking rather than on their
operations. For example, the sustainable development indicators employed by several public sector organizations are
weighted toward measures for the entire society rather than for their internal operations.

7.69 It appears that Canadian federal departments are at a similar stage as most other public sector organizations
we surveyed. Thus the Government of Canada has an opportunity to demonstrate leadership in developing and using
analytical tools for collecting and integrating environmental information and then using it in decision making.

Accounting tools become increasingly sophisticated as organizations plan for the future

7.70 From the survey, we observed a sequence of approaches to using information in decision making for
operations (Exhibit 7.6). This sequence appears to hold for both private sector and government organizations. It
begins with a situation in which managers simply react to environmental issues, using the traditional accounting
tools and tracking the costs of spills and fines. In the next stage, organizations focus on compliance and use
information about remediation costs and costs of pollution control to make decisions. Some of the leading
organizations we surveyed have moved to the third stage where the emphasis is on pollution prevention. Their



information needs have grown to include the costs of the environmental management system, and tracking the
benefits of reduced consumption and waste reduction; in some cases, this is done separately by activity to ensure
accountability. In the last stage, a full range of information is brought to bear on decisions — decisions not only
about immediate operations but also about possible long—term liabilities and benefits for future generations. At each
step, the range of information expands and the planning horizon is extended into the future. (See Appendix A,
Glossary, for definitions of the terms in Exhibit 7.6, and Chapter 5 for a fuller description of these stages.)



Exhibit 7.6

Evolving Accounting Needs in the Journey toward Sustainable Development

Reacting

Compliance

Comprehensive Management
(and Eco-Efficiency)

Sustainable Development

Focus of Strategic Decisions

Ad hoc response

Due diligence

Pollution prevention

Business opportunities

Focus of Response to
Environmental Issues

Past liabilities

Present liabilities

Short-term future liabilities

Long—term future liabilities

Accounting Approach

Standard accounting

Accounting for better environmental management

Accounting for two generations

Financial Information Needs

Costs of spills, fines, clean—ups,
etc.

Costs of remediation, costs of
meeting regulations, financial
benefits of avoiding unplanned
liabilities and risks

Costs of environmental
management system, financial
benefits of preventing pollution
and reducing consumption

Costs by product and activity

Costs of long—term liabilities

Benefits of new opportunities

Non-Financial Information
Needs

Ad hoc reporting on infractions

Gap between current practice and
regulations, progress reports,
emissions data, risk assessments

Corporate goals and targets,
performance results

Environmental, economic and
social impacts, costs and benefits
from activities

Distribution of costs and benefits

Accounting Practices and Tools

Standard accounting practices

Environmental audits,
environmental and business risk
assessments

Activity—based costing,
environmental performance
evaluation, life—cycle assessment,
material balance analysis

Full cost accounting, social
performance measures,
sustainability assessments

Reporting Format

Standard financial report

Memos on financial report,
possible environmental report

Environmental report

Sustainable development report
(integrated financial and
environmental report)




What Is Feasible for Federal Departments?

The experience of other organizations is transferable

7.71 Basic principles apply. Based on our work at Agriculture and Agri—-Food Canada and with the ad hoc
working group of departments with custodial operations, we concluded that most, if not all, of the principles and
practices described in the previous section apply to government operations. Federal departments may be able to
learn from other organizations.

7.72  Motivation and incentives are different. The motivation for federal departments to expend effort on their
environmental performance differs from their private sector counterparts. The public sector mandate is broader and
departments are expected to balance competing interests and objectives. This provides a greater opportunity to bring
together a wide range of information and to make decisions that more fully integrate the available perspectives. It
also increases the demand for public accountability and reporting. However, as previously noted, the incentives may
not be in place for public sector managers to act aggressively on the available opportunities. We believe it is
important for federal departments to move toward more fully accounting for the environmental implications of their
activities.

7.73 Similar environmental challenges. Federal departments and multinational companies may face similar
challenges with respect to the environmental aspects of operating offices, managing fleets and conducting laboratory
research. Thus the ways that corporations collect and manage information on their environmental performance may
also be useful to government departments.

An opportunity exists to strengthen implementation of environmental management systems

7.74 Departments with significant custodial operations are turning to environmental management as a way to
manage risks in a credible, cost—effective manner consistent with the principles of “due diligence”. Previous co—
operative work between the Office of the Auditor General and the Federal Committee on Environmental
Management Systems led, for example, to the Environmental Management System Self-Assessment Guide. From our
discussions with Agriculture and Agri-Food Canada and other departments, a tighter link between financial and
environmental information and the way that information is reported could further strengthen implementation of
environmental management systems.

7.75 There are three main advantages to an information system that links an organization’s environmental
management system and its accounting system:

+ Such an information system could help identify potential unrealized cost reductions and help share best
practices. During our brief visits to Agriculture and Agri—Food Canada facilities, examples of possible cost
reductions were identified, including the use of smaller, modular refrigeration units to reduce the need for expensive
full-size backup systems.

» Financial data could complement existing information on “legacy” issues such as ozone—depleting substances,
storage tanks, contaminated sites and PCBs, and help departmental managers estimate future remedial costs and set
priorities.

+ Integrated information could help make decisions about departmental goals and objectives and provide a basis
for reporting progress against those.



Information tools can capture relevant data for decision makers

7.76 Based on discussions with facility and senior departmental managers, we designed some ways of
summarizing the relevant environmental information. The format and content are consistent with the measures
identified by the ad hoc working group. The prototype has been designed to be applicable to Agriculture and Agri—
Food Canada and other government departments. The proposed prototype design will need to be further refined in
collaboration with departments; however, we expect similar reports will be used when departments report on their
environmental performance.

7.77 Design principles. In designing the information tools for managers, we were guided by six principles:
+ The tools should use information that is presently available.
+ The total information collection burden should be minimized.
+ The information should be appropriate to the decisions that may be made.

+ The individual facilities will likely have more accurate and easily verified information about their own
facilities.

« The tools should tie into the existing financial management system.

+  The structure of the tools and the information should reflect their two main uses: decision support and
reporting.

7.78 Based on the information we obtained, and building on the key principles, we identified the need for three
categories of reports: an input/output record, an environmental “balance sheet”, and an annual environmental report.
The relationships between these reports are illustrated in Exhibit 7.7. The possible contents of the environmental
balance sheet are presented in Appendix B. Additional detail will be required for the periodic reports at each
responsibility centre.

Exhibit 7.7 is not available, see the Report

7.79 Input/output record. This report would be the least aggregated and would summarize facility—specific
costs and quantities periodically. It would be analogous to an income statement and used for recording additions and
deletions in both financial and non—financial terms. The report would rely almost exclusively on information that is
already contained in invoices for such items as electricity, natural gas and water use. It would be used for evaluating
performance on inputs, such as fuel, and outputs, such as waste water.

7.80 Environmental balance sheet. The periodic reports would be rolled up into a yearly environmental
balance sheet for each facility or branch. This would differ from a traditional accounting balance sheet in that it
would provide totals for the inputs and outputs, and would capture the “inventory items”, such as contaminated sites,
storage tanks, and ozone—depleting substances. This report would be used primarily to summarize the status of
environmental management and to report progress over time, against standards, objectives or targets. For internal
use, it would be helpful in making capital decisions at the branch level. The report would include a comparison with
last year’s figures and an explanation of differences. For example, an increase in energy costs could be due to high
summer temperatures and the resulting need for air conditioning.

7.81 Annual environmental report. The final and most aggregated report would be produced for the entire
department and would summarize the status of environmental management across all facilities. Information from



this report could be used for a government-wide “roll-up”. In addition to the summary of inputs/outputs and
inventory items, this report could describe cost reduction programs and, possibly, measures of external costs or
benefits. For example, the energy use information for both fossil fuels and electricity could be used to generate an
estimate of greenhouse gas emissions from departmental operations. This report would be used by senior
management in the department to assess progress against departmental objectives and targets, to identify
environmental priorities, and to allocate resources. Part or all of this report could be used for public reporting, for
example against sustainable development strategy goals, perhaps as part of the annual Performance Report.

7.82 “Roll up” procedures. Corporate information on compliance with applicable environmental, health and
safety standards will provide senior management with a key element of “due diligence”. For operations and capital
items, the information will provide a basis for future planning decisions — whether the goals are the minimization
of total costs, or targets for environmental stewardship. The information tools described here represent an important
first step in what could be termed “accounting for environmental management”.

Next Steps on the Journey to Sustainable Development

7.83  Moving toward accounting for sustainable development. Based on our research, accounting for
sustainable development may be defined as:

an information tracking framework that integrates internal (private) and external (societal) costs and benefits,
and supports evaluations of the short— and long—term consequences of activities and projects from
environmental, social and economic perspectives.

7.84 We observed that, from the accounting perspective, there were essentially two phases of the journey to
sustainable development: accounting for better environmental management and accounting for two generations (that
is, considering the impacts on future generations).

7.85 A productive collaboration. This joint project between the Office of the Auditor General and Agriculture
and Agri—Food Canada is a modest step on the journey. The Office’s interest in promoting consistent and effective
reporting to Parliament was combined with the practical experience of Agriculture and Agri—-Food Canada and the
other departments that participated in the ad hoc working group. The project has laid the foundation for possible
further work in several areas: refining the measures for consistent public reporting among departments; extending
the set of common measures to include areas such as procurement and hazardous materials; and pilot
implementation of the prototype reports for integrating financial and non—financial information.

7.86 Future directions. Other areas for possible future development include extending the implementation to
other departments, expanding the government activities considered to include policies and programs, and enlarging
the set of measures to include social indicators such as those relating to employment and health.

7.87 Over the long term, we expect this work to result in better environmental management. We also expect it to
improve implementation of departmental sustainable development strategies. The integrated information generated
by departments should help the Commissioner monitor departmental progress on sustainable development.

Conclusion

7.88 Having and using environmental information is part of effective management. Managers need to be able to
monitor ongoing operations, and to make short—term operational decisions as well as longer—term plans that could
involve significant capital investments, such as to purchase major equipment or retrofit buildings. They also need to
be able to manage their “legacy” issues.



7.89 The first step in integrating environmental information into decision making is making sure the data are
available. We identified measurements that could be readily made, by Agriculture and Agri—-Food Canada and by
other departments, that would reflect considerations of sustainable development in departmental operations and
would help in making better decisions. Cost reductions may be achieved by using some kinds of information;
however, there are some important obstacles to be overcome. We expect that better decisions will contribute to
better results.

7.90 Based on our review of the state of the art for integrating different kinds of information, we conclude that
organizations face similar challenges and opportunities. Comparing leading organizations in the public and private
sectors, it appears there are substantial opportunities for progress by federal departments and for taking advantage of
the experience of other organizations.

791 The journey to sustainable development is a long road that will require patience, discipline and realistic
expectations. We can help each other along the way by sharing our successes.

Agriculture and Agri-Food Canada’s response: Agriculture and Agri—-Food Canada would like to thank the Office
of the Commissioner of the Environment and Sustainable Development for the opportunity to participate in this
valuable project.

The study has provided the Department with a broad understanding of the implementation process of an
environmental management system (EMS) in both the public and private sectors. As a result, the Department has a
clear understanding of how implementation of an EMS will enable Agriculture and Agri—Food Canada to identify
cost savings through reduced energy and material costs related to physical operations. Although it must be kept in
mind that resources for EMS implementation will have to compete with existing priorities within the Department.

Agriculture and Agri—Food Canada looks forward to the opportunity to contribute to additional phases of this joint
study.



About the Study

Objectives

This study is the first phase of a five—year project to assist government departments in developing decision
support tools for integrating environmental, social and economic information.

The overall objective of this study was to demonstrate the practical feasibility of preparing a set of accounts
for sustainable development. These accounts would be used to support decisions as departments make the
transition to operations consistent with the tenets of sustainable development. There were three sub—
objectives for this first phase:

1. to document the state of the art for integrating new information on environmental assets, costs and
liabilities, as well as other information on environmental, social and community impacts (including
jobs) with existing governmental financial and non—financial databases;

2. to design practical and implementable accounts to reflect considerations of sustainable development in
the operations of departments; and

3. to support the implementation of prototype accounts for sustainable development in the context of the
operations of a federal department.

Scope and Approach

This phase of the project combined three key activities. First, the study was deliberately focussed on a
small part of the activities of a single government department — the custodial operations of Agriculture
and Agri—Food Canada. Seeing the advantages of collaboration, the Commissioner and Agriculture and
Agri-Food Canada agreed to work jointly on this project, with team members from both organizations.

We took a very practical approach to assessing the needs of managers for environmental information and
the decisions they would make based on that information. We conducted a series of interviews with
managers and departmental branch heads in Ottawa, reviewing their information priorities and identifying
their key decisions.

We then conducted site visits and interviews at Agriculture and Agri—Food Canada facilities in several
locations across Canada. The sites represent a mix of facilities of different sizes from two of the main
operational branches (Research Branch and Prairie Farm Rehabilitation Administration) and the Canadian
Food Inspection Agency. The Department suggested that these were well-managed sites. This was
appropriate given the emphasis in this phase on identifying good, feasible and transferable practices.
During each of the site visits, we met with operational managers. They described their facilities, the key
environmental issues, the decisions they normally make and the information they would like to have to
make those decisions.



Our second key activity involved working closely with an ad hoc working group composed of departmental
representatives on the Federal Committee on Environmental Management Systems. The working group
undertook a series of meetings, workshops and presentations, with the focus of its activity being
environmental performance measurement for sustainable government operations. The group’s perspectives,
insights and work contributed substantially to this study.

As our third activity, we evaluated the emerging practices in both the public and private sector. Through
literature and Web searches, we reviewed the experience with accounting for environmental management.
A total of 27 private sector and 15 public sector organizations were considered in more detail. Specific
information was then obtained from three organizations in each sector that were recognized for using
leading practices. We drew on examples from North America, Europe and Australia, and then conducted
in—depth interviews during site visits to several leading North American organizations. The intent of this
survey was not to identify the very best organizations, but rather to select ones that had operations similar
to the federal government, that represented a diversity of perspectives and that offered opportunities from
which lessons could be learned.

Study Team

Agriculture and Agri—-Food Canada: Sylvie Demers, Pierre Laplante, Pierre Corriveau
Office of the Auditor General:

Principals: Wayne Cluskey and Dan Rubenstein
Director: Peter Morrison

Gordon Stock

For information, please contact Wayne Cluskey or Dan Rubenstein.



Appendix A

Glossary

Accounting for Sustainable Development — an information tracking framework that (1) integrates internal (private) and
external (societal) costs and benefits, and (2) supports evaluations of the short— and long—term consequences of activities and
projects from environmental, social and economic perspectives. (Commissioner of the Environment and Sustainable
Development)

Co-generation — utilization of the normally wasted heat energy produced by a power plant or industrial process, esp. to
generate electricity. (Source: Random House Dictionary of the English Language)

Cost Avoidance — having someone other than the department deliver and pay for the service (for example, privatization).
(Source: Report of the Auditor General of Canada - May 1996)

Cost Reduction — reducing the cost of providing the service through greater efficiencies, eliminating unnecessary procedures
or, in some cases, discontinuing the service. (Source: Report of the Auditor General of Canada - May 1996)

Eco-efficiency — Eco—efficiency is reached by the delivery of competitively priced goods and services that satisfy human needs
and bring quality of life, while progressively reducing ecological impacts and resource intensity throughout the life cycle, to a
level at least in line with the earth’s estimated carrying capacity. There are seven elements of eco—efficiency: reducing the
material requirements for goods and services; reducing the energy intensity of goods and services; reducing toxic dispersion;
enhancing material recyclability; maximizing sustainable use of renewable resources; extending product durability; and
increasing the service intensity of goods and services. (Source: World Business Council on Sustainable Development)

Environmental Accounting — the identification, measurement and allocation of environmental costs, internal or external, or
both, to provide information to internal or external users.

Environmental Aspect — element of an organization’s activities, products or services that can interact with the environment.
(Source: International Organization of Standardization)

Environmental Impact — any change to the environment, adverse or beneficial, wholly or partially arising from an
organization’s activities, products or services.

Environmental Management System — the part of the overall management system that includes organizational structure,
planning activities, responsibilities, practices, procedures, processes, and resources for developing, implementing, achieving,
reviewing and maintaining the environmental policy. (Source: International Organization for Standardization) (In 1995, the
Office of the Auditor General described an approach to environmental management system implementation applicable to the
federal government.)

Environmental Performance — the results of an organization’s management of its environmental impacts.

External Costs — from an environmental perspective, costs incurred sooner or later by parties external to an entity resulting
from impacts on the environment caused by the entity’s operations, products and services; an external environmental cost is a
monetary value assigned to a decrease in benefit or a harm to society resulting from a decrease in environmental quality that has
not been accounted for in a market—based transaction. (External costs, in general, extend beyond those attributable to
environmental matters.)

Externality — a condition that may occur as a societal or environmental harm or benefit, even though no cost is assigned to it.

Full Cost Accounting

e integration of an entity’s internal costs with external costs attributable to its activities, products and services.
e allocation of all of an entity’s internal costs to products and processes, that is, allocation of indirect and fixed overhead costs
as well as direct and variable overhead costs.



e method of accounting whereby all costs of exploring for and developing oil and gas reserves within a defined area are
capitalized, subject only to the limitation that the costs so capitalized can be recovered by amortization against future
revenues.

Integrated Decision Making — an approach to planning and decision—making that ensures progress on each and all of the
dimensions - social, economic and environmental - of sustainable development. (Source: A Guide to Green Government)

Internal Costs — from an environmental perspective, costs an entity incurs to prevent, mitigate or remediate its environmental
impacts, or from failing to take such steps, or costs related to obtaining governmental or societal permission to carry on activities
that may adversely affect the environment. (Internal costs, in general, are all the costs an entity incurs, both those for which it is
held responsible under normal commercial practices and legal requirements, and those it incurs at its own discretion.)

Life Cycle Assessment (LCA) — the process of compiling and evaluating the inputs and outputs and potential environmental
impacts of a product throughout its life cycle from cradle to grave, that is, at all stages from resources, materials and energy
inputs, through production processes, to outputs and their distribution, use and eventual disposal (as products, by—products,
wastes or emissions).

Sustainable Development — development that meets the needs of the present without compromising the ability of future
generations to meet their own needs. (Source: Auditor General Act)

Source: Full Cost Accounting from an Environmental Perspective, CICA, 1997, except as otherwise indicated.



Appendix B

Environmental Balance Sheet
Annual Summary of Inputs / Outputs for a Facility

(Numbers are for illustrative purposes only)

Inputs / Outputs

Water
Consumption

Waste Water

Energy
Electricity
000kWh

Fossil Fuels
GJ

Solid Waste

Volume

Avg. Unit Cost
Cost

Total Cost
Prior year cost

Volume

Avg. Unit Cost
Total Cost
Prior year cost

Volume

Peak Demand
Avg. Unit Cost
Cost

Tax + other
Total Cost
Prior year cost

Volume
Avg. Unit Cost
Cost

Tax + other

Total Cost
Prior year cost

Volume

Frequency
Avg. Unit Cost

Total Cost
Prior year cost

Hazardous Materials

Volume
HazMat
Avg. Unit Cost

Total Cost

purchase
self—supply

demand
supply

purchase
self—supply

demand
usage

demand
usage

no. containers
tonnage

per container
per tonne

no. containers
by type

per container
per tonne

Centre 1

31,568

0.710

1,692
20,726
22,418
22,477

77,174

0.962
74,243
74,514

10,738

1,597
0.449
259,536
188,027
34,985
482,548
481,742

51,533
242
43,725
68,636
12,493
124,854
126,450

105

245
2,639
2,669

10

190

1,900

Centre 2

37,881

0.721

2,030
25,286
27,316
26,972

92,608

0.978
90,576
89,417

12,886

1,916
0.450
316,634
221,209
41,982
579,825
578,090

61,840
2.44
52,470
83,735
14,992
151,197
151,739

107

229
1,780
2,203

193

2,318

Centre 3

25,254

0.743

1,353
17,410
18,763
17,981

61,739

1.010
62,364
59,611

8,590

1,278
0.458
218,010
147,472
27,988
393,470
385,393

41,226
2.49
34,980
57,654
9,994
102,628
101,160

110

258
1,376
1,135

200

1,596

Centre 4

22,097

0.723

1,184
14,798
15,982
15,734

54,021

0.981
53,010
52,160

7,517

1,118
0.451
185,309
129,038
24,490
338,837
337,219

36,073
2.45
30,608
49,006
8,745
88,358
88,515

107
285
884
868

194

1,357

Centre 5

63,135

0.661
3,383
41,452
44,835
44,953

154,347

0.962
148,486
149,028

21,476

3,194
0.446
519,072
368,681
69,970
957,723
963,483

103,066
2.42
87,450
137,271
24,986
249,706
252,899

12
7.8

105
224

3,007
3,338

20

190

3,800

Centre 6

15,784

0.713

846
10,404
11,250
11,238

38,587

0.966
37,270
37,257

5,369

799
0.447
130,287
92,170
17,493
239,950
240,871

25,767
242
21,863
34,318
6,247
62,427
63,225

106

264
1,400
1,835

191

954

Total

195,719

0.718

10,488
130,076
140,564
139,355

478,476

0.974
465,949
461,987

66,576

0.449
1,628,848
1,146,597

216,908
2,992,353
2,986,798

319,505
2.44
271,096
430,620
77,457
779,173
783,988

37
29.4

107
251

11,086
12,048

62

192

11,925



Prior year cost 1,458 1,749 1,166 1,020 2,915 729 9,037



Environmental Inventory for a Facility

(Numbers are for illustrative purposes only)

Inventory Items Centre 1

Landfill / Contaminated Sites

no. of sites 1

no. of sites remediation outstanding 1

estimate of clean—up ($ 000) 138.3
Underground Storage Tanks

no. of tanks 1

no. in compliance 1

no. abandoned -

Above Ground Storage Tanks
no. of tanks -

Hazardous Materials
quantity by type (details at facility)
no. of trained employees 2
PCB storage No

Spills
no. reportable spills -
no. remediated =
estimate of clean—up ($ 000) -
no. of spills remediation outstanding -
estimate of clean—up ($ 000) -

Ozone-Depleting Substances
no. releases over 100 kg -
no. releases 10 - 100 kg -

Procurement
policy (Y/N) Yes
no. audits -
no. individuals trained 2
no. contracts with environmental 1

clause

Centre 2

EOSIE

Centre 3

1

101.2

Centre 4

272

Centre 5

Centre 6

Total

344.9

~

14

525

30

12
13
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Performance Measurement for Sustainable
Development Strategies

Main Points

8.1 Through amendments to the Auditor General Act (1995), the federal government launched a new process
for building environmental and sustainable development considerations into the mandates of departments.
Establishing and using performance indicators — indicators of how well departments are doing in meeting their
objectives and implementing their action plans — is critical for the success of this government—wide effort.

8.2 The sustainable development strategies are intended to establish the sustainable development objectives
and action plans for each federal department subject to the Act. They are expected to be comprehensive, results—
oriented and developed in consultation with the department’s clients, partners and other stakeholders. Departments
have committed to reporting annually on their progress toward sustainable development in Part III of the Estimates.

8.3 This chapter summarizes our work on performance measurement for sustainable development strategies.
The purpose of this study is to advance the application of performance measurement to the management of
environmental and sustainable development issues in federal government departments by summarizing key concepts
and success factors and by describing the characteristics of good performance information. The study is also
intended to help parliamentarians set their expectations for the strategies tabled by departments last year, and for the
sustainable development aspects of departmental performance reports that will be issued annually. Parliamentarians
are the main clients for the strategies and performance reports. Their visible interest in and use of this information
will provide an important incentive for departments to make continual improvements to its quality.

84 Sustainable development involves the integration of social, economic and environmental considerations
into how an organization defines its objectives and conducts its business. Government organizations have typically
focussed on only one of these three dimensions — the one related to the public policy role for which each
organization was established. Sustainable development also implies extending the planning horizon, consistent with
considering the needs of both current and future generations. Federal government departments are now being
challenged to broaden their perspective on the implications of what they do in order to protect and promote the well—
being of both people and the environment that supports them.

8.5 There is no “master list” of generally applicable performance indicators for sustainable development.
Rather, the starting points for departments are an assessment of their sustainable development impacts in the context
of their existing public policy roles, and the goals they set to accentuate the positive aspects and mitigate the
negative aspects. However, it is important that government departments work together to develop and use common
indicators in areas where they are pursuing common objectives.

8.6 While the principles of sustainable development are relatively new, the principles of performance
measurement and managing for results are well established and apply equally to sustainable development objectives.



Introduction

Good performance information is critical to the success of the government’s sustainable development
initiative

8.7 Through amendments to the Auditor General Act, 24 federal departments are required to prepare
sustainable development strategies, table them in the House of Commons and update them every three years. The
Commissioner of the Environment and Sustainable Development is responsible for monitoring the extent to which
the departments subject to the Act have implemented the action plans and met the objectives associated with their
strategies.

8.8 Establishing and using good performance indicators that reveal how well departments are doing in
implementing their action plans and meeting their objectives is critical for the success of this government—wide
effort. Therefore, an important requirement is that the strategies be results—oriented, identifying in sustainable
development terms the key results departments expect to achieve, and how they will measure their performance.

8.9 This chapter is part of a much broader effort to promote results—based management in the public sector and
to improve reporting to Parliament. The results orientation of the strategies is consistent with the government’s
proposed approach for reporting to Parliament, which is currently being tested through a pilot study. The new
system is built on the idea that departments should set clear performance objectives, measure and report
performance, and use that information to make programs work better.

8.10 Previous work on performance measurement by the Auditor General has found that progress is being made
in reporting performance expectations and accomplishments. However, departments face a number of challenges in
shifting the focus of management and measurement from inputs and activities toward the results achieved. These
challenges include interpreting uncertain cause—and—effect relationships, setting clear objectives, translating those
objectives into specific performance targets and indicators, and managing with incomplete information. These
challenges are especially relevant to sustainable development given its broad scope.

8.11 Nevertheless, there has been sufficient progress to identify good practices and lessons learned. One of the
key lessons learned from organizations that are adopting a focus on results is that results cannot be the concern of
only the planners and evaluators. They must become the focal point for the organizations’ senior executive leaders
as well as the day—to—day actions of their managers.

Focus of this study

8.12 The purpose of this study is to advance the application of performance measurement to the management of
environmental and sustainable development issues in federal government departments by summarizing key concepts
and success factors and by describing the characteristics of good performance information. Specifically, we want to
help departments and managers strengthen the results focus of their sustainable development strategies and action
plans.

8.13 This chapter also summarizes our work in this area for parliamentarians. It is intended to help them set their
performance measurement expectations for the sustainable development strategies and for the departmental
performance reports that will be issued annually. Parliamentarians are the main clients for the strategies and
performance reports. Their visible interest in and use of this information will provide an important incentive for
departments to improve its quality.



8.14 As part of this study, we developed a workbook for establishing program-level performance objectives and
indicators that support the achievement of a department’s strategic objectives for sustainable development. The work
steps are summarized in the Appendix. The entire procedure will be made available at the Internet site for the
Commissioner of the Environment and Sustainable Development: http://www.oag—bvg.gc.ca. We invite comments
and suggestions for improvement. Further details on the objective, scope and approach of the study are found at the
end of the chapter in About the Study.

8.15 For related information, see: Report of the Commissioner of the Environment and Sustainable
Development, May 1998, Chapter 1 — Greening the Government of Canada - Strategies for Sustainable
Development, Chapter 5 — Expanding Horizons - A Strategic Approach to Sustainable Development, Chapter 7 —
Counting the Environment In, and Report of the Auditor General of Canada 1997, Chapter 5 — Reporting
Performance Information in the Expenditure Management System, Chapter 11 — Moving Toward Managing for
Results, and Chapter 22 — Crown Corporations: Making Performance Measurement Work.

Study Findings

Performance Measurement for Sustainable Development Strategies

What departments are required to do

8.16 Amendments to the Auditor General Act were intended to improve the federal government’s performance
in protecting the environment and promoting sustainable development as well as its accountability for that
performance. Under the Act, 24 federal organizations are required to prepare sustainable development strategies,
table them in the House of Commons and update them every three years.

8.17 The government also provided departments with more specific guidance to assist them in preparing their
sustainable development strategies. As stated in A Guide to Green Government, sustainable development strategies
are to be:

« comprehensive, dealing with departmental policies and programs as well as with the management of the
department’s internal operations;

+ results—oriented, identifying in sustainable development terms the main results the department will achieve,
and how it will measure performance toward them; and

+ developed in consultation with the department’s clients, partners and other stakeholders.

8.18 Federal departments have also committed themselves to reporting on their sustainable development
performance annually, in Part III of the Estimates.

8.19 The dual objectives of improving performance and accountability mean that establishing, using and
reporting performance information are critical for the success of this government—wide effort. Performance will be
improved by incorporating lessons learned into annual business plans and strategy updates; accountability will be
enhanced through annual reporting of progress on implementing sustainable development strategies in departmental
performance reports.



Sustainable development is about broadening an organization’s perspective

8.20 Sustainable development involves the integration of social, economic and environmental considerations
into how an organization defines its objectives and conducts its business. Typically, government organizations have
focussed on only one of these three considerations — the one related to the public policy role for which each
organization was established. Sustainable development also implies a longer planning horizon, consistent with
considering the needs of both current and future generations.

8.21 The government-wide sustainable development strategy process is challenging departments to take a
broader perspective on the implications of what they do in order to protect and promote the well-being of people
and the environment that supports them.

8.22 To provide departments with a common starting point for the identification of performance indicators, A
Guide to Green Government presents a series of goals and objectives linked to sustainable development to which
departments might contribute. These are presented in Exhibit 8.1.

Exhibit 8.1

A Common Starting Point for the Identification of Targets and Performance Indicators

Goals Objectives
Sustaining Our Natural e Ensuring that renewable resources development is sustainable
Resources — Sustainable Jobs, ¢ Ensuring efficient use of non-renewable resources

Communities and Industries

Protecting the Health of e Virtually eliminating anthropogenic, persistent, bioaccumulative, toxic substances
Canadians and of Ecosystems e Adopting a pollution prevention approach
e Protecting representative areas

e Maintaining a warning and response capability for natural disasters

Meeting Our International e Protecting the ozone layer
Obligations e Reducing greenhouse gas emissions
e Conserving biodiversity

e Supporting other international agreements

Promoting Equity e Ensuring a fair distribution of the costs and benefits between generations

e Ensuring a fair distribution of the current costs and benefits of sustainable development

Improving Our Quality of Life ¢ Fostering improved productivity through environmental efficiency
and Well-being e Supporting innovation toward sustainable development

¢ Broadening indicators of progress to include its non—-monetary dimensions

8.23 There is no “master list” of generally applicable performance indicators for sustainable development.
Rather, the starting point for federal departments is an assessment of their sustainable development impacts in the
context of their existing public policy roles and the goals they set to accentuate the positive aspects and mitigate the
negative aspects.




8.24 For example, the RCMP’s mandate, under the Royal Canadian Mounted Police Act, allows it to enforce
laws, prevent crime and maintain peace, order and security. The RCMP’s vision pertaining to sustainable
development is “to provide the highest quality police service in Canada, in the most environmentally responsible
manner possible.” In its strategy for sustainable development, the RCMP assesses its sustainable development
impacts in the context of its existing role and establishes its priorities including:

+ communications and training;

+ contracting and procurement;

« fleet management;

+ green building design;

« conserving natural resources; and

» hazardous materials management.

Beginning with strategic objectives

8.25 The initial impact of adopting a sustainable development approach will be felt as the organization broadens
its planning perspective to include social, economic and environmental considerations in its strategic objectives.
Consultations are often used to help organizations identify relevant issues and set priorities. Exhibit 8.2 illustrates
how the sustainable development strategy process meshes with the overall strategy development process.

Exhibit 8.2 is not available, see the Report

“Cascading” through the organization

8.26 Strategic objectives provide direction to managers responsible for the more detailed planning that occurs
within the organization’s business and service lines. Each successive level in the organization develops action plans
to contribute to the achievement of the organization’s strategic objectives, and indicates how that contribution will
be measured. Exhibit 8.3 illustrates this process using an example from A Guide to Green Government.

Exhibit 8.3 is not available, see the Report

Types of indicators

8.27 While environmental and sustainable development performance indicators are attracting a great deal of
attention, opinions on what to measure vary widely. Policy makers and others with an eye on the national picture
tend to view performance in terms of a country’s progress rather than an individual department’s performance.
Others, including some community groups and environmental organizations, are insisting on public disclosure of
potential environmental risks and performance information at the site—specific level.

8.28 Three levels of environmental performance indicators identified by the International Organization for
Standardization (ISO 14000) may be helpful to organizations in deciding what they should measure and report. For
sustainable development, the following set is evolving to include certain “state of society” indicators as well:



« Operational indicators measure potential stresses on the environment (or society), as consequence of such
things as the use of energy, the use of hazardous materials or the disposal of wastes.

+  Management indicators measure the results of actions taken to eliminate or reduce potential stresses, such as
an organization’s programs for energy efficiency, waste reduction, pollution prevention, awareness building,
participation or enforcement.

+ State—of-the—environment indicators measure background conditions in the physical as well as the social
environments, such as aspects of air or water quality, or factors related to poverty, the transfer of technology or
public participation in decision making.

8.29 For instance, Natural Resources Canada, in its strategy for sustainable development, is proposing to assess
its work at three different levels:

« At the most basic level, the Department will monitor and report on each commitment and action specified in its
strategy. Performance will be assessed in terms of “did the Department do what it said it would do?”

+ At ahigher level, the Department will assess the extent to which its actions actually helped to accomplish the
objectives identified in its strategy. For each of the strategy’s objectives, the Department will report on a few
indicators to help assess its achievements.

+ At the broadest level, the Department will move beyond its individual contributions and work with partners
and stakeholders to develop indicators of Canada’s overall progress toward sustainable development.

Working together to develop common indicators

8.30 Government operations have important implications for sustainable development. As an employer, landlord
and purchaser, the federal government is the largest single enterprise in Canada. The way it manages its day—to—day
operations and the signals it sends as a purchaser of goods and services have significant implications for resource
use, the environment and sustainable development.

8.31 While departments differ substantially in terms of their policy mandates, all departments require
operational support to fulfill them.

8.32 Initially, operational issues may present the most visible opportunities for co—ordination and harmonization
of performance indicators across government departments. The “greening operations” component of departmental
strategies is a good starting point for the development of common indicators.

8.33 Ongoing efforts to harmonize performance indicators related to operational issues demonstrate the potential
for developing a generally accepted set of indicators for government operations.

8.34 An interdepartmental working group has developed a proposed set of common performance indicators for
six operations—related issues. The participating departments have significant custodial responsibilities. The
indicators were chosen to facilitate comparisons among facilities and across departments. These indicators are
presented in Exhibit 8.4 and are described in more detail in Chapter 7 of the Commissioner’s Report, entitled
Counting the Environment In.



Exhibit 8.4

Proposed Common Indicators for Reporting Progress on “Greening Operations”

Environmental Aspects

Proposed Indicators

Office Buildings

Other Facilities

Additional Remarks

Water consumption

e Cubic metres per m? (floor
area)
e Dollars per year

e Cubic metres per year
e Dollars per year

Energy consumption

e Gigajoules per m?2 (floor
space) per year
e Dollars per year

e Gigajoules per year
e Dollars per year

Petroleum products and allied
petroleum products storage
tanks

e Number of tanks registered

e Percent in compliance with
the Canadian Environmental
Protection Act

e Number of tanks registered

e Percent in compliance with
the Canadian Environmental
Protection Act

Performance may be expressed
in absolute and percentage
terms.

Non-hazardous solid waste

e Kilograms of waste sent for
landfill per person per year

e Percent of waste diverted
from landfill per year

e Tonnes of waste sent for
landfill per year

e Percent of waste diverted
from landfill per year

Performance could be
expressed in absolute terms and
in relation to the National
Packaging Protocol target of 50
percent reduction from 1988
(190 kilograms per person per
year).

Ozone—depleting substances

e Number of reportable
releases per year

e Kilograms of reportable
releases per year

e Number of reportable
releases per year

e Kilograms of reportable
releases per year

Reportable as per existing and
anticipated regulations.

Spills

e Number of reportable spills
per year

e Number of reportable spills
per year

Reportable as per existing and
anticipated regulations.

See Chapter 7, Counting the Environment In, Commissioner of the Environment and Sustainable Development, 1998.

Sharing experience

8.35

There is an opportunity to share experience. Similar approaches could be pursued in the policy arena,

particularly where sustainable development objectives cut across departmental mandates.

8.36 We would anticipate that where departments are pursuing common objectives, consultation and consensus—
seeking processes would result in an evolution toward common performance indicators.

8.37 A common set of performance indicators across federal departments would facilitate issue management,
and reporting and oversight of the government’s progress toward sustainable development. It could also assist in
developing employee awareness and commitment.

The Performance Measurement Challenge

8.38 In addition to understanding the principles of sustainable development, departments need to consider some
important performance measurement principles.



Prerequisites: a “plan—do—check— improve’” management cycle

8.39 Effective performance measurement takes place as part of a cyclical management system that links an
organization’s objectives, actions and results. A management system that ensures employee buy—in on performance
objectives and indicators, and includes systematic review, will help to reinforce a performance measurement culture.
Exhibit 8.5 illustrates this “plan—do—check—improve” management cycle.

Exhibit 8.5 is not available, see the Report

8.40 The government’s expectations for such a management framework are outlined in Treasury Board
Secretariat guidelines for departmental planning, reporting and accountability structures, which form part of the
government’s proposed Expenditure Management System — the process by which the federal government plans,
budgets and seeks parliamentary approval for expenditures.

8.41 Under the present Expenditure Management System, departments produce strategic, three—year business
plans that set out departmental goals, targets and performance indicators. These are submitted annually to the
Treasury Board for review, and also form the basis for reporting to Parliament in the Estimates documents. Part III
of the Estimates has now been split into two components: The spring Report on Plans and Priorities sets out
performance expectations and general directions; the fall Performance Report provides information on results
achieved.

Some key concepts

8.42 Some key performance measurement concepts are summarized in the next few sections. They draw upon a
substantial body of research conducted by the Office of the Auditor General and others.

What is performance measurement?

8.43 Performance measurement assesses how well things are done and responds to the broad question: “How do
we know if we are successful?” Components of this question include:

+ Did we do what we said we would do? (accountability)
« Did our actions achieve the specified results? (effectiveness)
« Did we achieve these results in an efficient manner? (efficiency)

« Can we do it better? (continual improvement)

8.44 Historically, government managers have measured and reported on inputs (the resources used), processes
(the activities undertaken) and outputs (the goods and services delivered or the initiatives completed). Managing for
results shifts the emphasis of performance measurement and reporting to the outcomes achieved.

8.45 Chapter 11 of the Auditor General’s December 1997 Report, entitled Moving Toward Managing for
Results, presents a case in point. A service line within a federal government department with a mandate to
investigate potentially fraudulent activities shifted from measuring its performance on the basis of investigations
completed to measuring and reporting on the results of those investigations in terms of savings achieved. The case



study concludes that the activities of the service line have become more transparent and are potentially more
justifiable as a result of the shift in emphasis toward outcomes achieved.

8.46 While the principles of sustainable development are relatively new, the principles of performance
measurement and managing for results are well established and apply equally to sustainable development objectives.

Why measure performance?

8.47 To identify opportunities for improvement. Performance measurement is a useful tool for understanding
the gap between the actual level of program achievement and the results specified by performance targets.
Performance measurement can provide important insights about priorities and opportunities for improvement, which
can be fed back into the management cycle to achieve improved decision making.

8.48 To enhance program credibility and good will. In the absence of good performance information,
stakeholders will draw their own conclusions about whether or not a government program has value. A performance
measurement system is a useful tool for clarifying the scope and objectives of government programs for
stakeholders, and for maintaining or restoring public confidence that government programs can make a difference in
their quality of life.

8.49 To allocate and justify resources. In a similar vein, an important use of performance information is to
allocate scarce resources among competing alternatives. Performance measurement can play a key role in informing
Parliament and the public about the value, efficiency and cost—effectiveness of government programs.

8.50 To be accountable for public expenditures. Finally, and perhaps most important, public sector managers
are entrusted with public funds to develop programs that maintain or improve a specific aspect of life. It is
incumbent on them to identify the clients or stakeholders they intend to serve or target, how they intend to produce
sustainable benefits or outcomes, and the indicators that can be used by stakeholders to evaluate their performance.

What is good performance information?

8.51 Good performance information allows a judgment to be made on how well things have been done. It
includes both expectations and accomplishments. Exhibit 8.6 provides more detail on the characteristics of good
performance information.

Exhibit 8.6

Characteristics of Good Performance Information

Attributes Components
Relevant e Logical relationships exist between objectives and accomplishments.
Evidence-based, focussed and relates to objectives e Accomplishments are evidence—based and reported using quantitative or

qualitative measures.

e The focus is on outcomes, cost—related information and significant
accomplishments.

e Information is produced in a timely manner.

Understandable e Program context (including the mandate, mission, external environment,

Program context, expectations and comparisons programs and major strategies) is explained in relation to the objectives.

e Expectations that are clear, measurable and consistent with the objectives have
been set.

e Comparisons between actual and expected performance are made, along with
comparisons with other organizations and trends over time where appropriate.

e Information sources and limitations of data, analysis and presentation are
explained.




o Information is selective and concise.

Attributable e Linkages between outputs and intermediate/final outcomes are explained.

Explanation of the contribution being made e The contribution made is discussed, with evidence regarding attribution and
the role of external factors provided.

Accurate o Appropriate methods of data collection, analysis and presentation have been

Appropriate data analysis and presentation implemented.

e The performance indicators used accurately represent what is being measured.
e Conclusions are supported by evidence.

Balanced o All objectives are covered.

Coverage of all key aspects of performance o All key aspects of performance are reported: what has been achieved and how
cost—effectively and efficiently, regardless of whether performance is strong or
weak; significant unintended impacts; and what has been learned.

e A complementary set of indicators balance/offset each other to avoid
behavioural distortions.

8.52 Performance indicators should help reveal the gap between an organization’s actual level of performance
and the level of performance that was specified as its performance target. Performance targets might be based on a
benchmark best practice, a technical standard or some specified progression from the baseline value. A set of
performance indicators should support a broader explanation of performance results — a “performance story” for
managers and executives and for the organization’s various audiences.

8.53 To assist in assessing how well a program is doing, performance information should explain:
« why the action was expected to be beneficial;
« who was affected by the action;
+ what near—term changes the action produced that contributed to achieving the long—term outcome; and
+ how specific products, services or outputs produced these changes.

8.54 Performance information for sustainable development strategies should explain the extent to which
departments have implemented the action plans and met the commitments specified in their strategies. It should also
explain how the resources committed to specific initiatives for achieving sustainable development objectives did or
did not achieve the specified results.

Performance measurement pitfalls

While departments are gaining experience in performance measurement and a number of recent government
initiatives support a focus on results, significant challenges remain in developing good performance indicators.

8.55 Moving from measuring activities to measuring results. Much of the current reporting to Parliament
consists of summarizing the activities of the department and the resources used. While probity and prudence in the
use of resources are important elements of the government’s management framework, it is the outcomes of activities
— how they affect Canadians — that are most important for assessing whether the department is making a
difference.

8.56 A program logic model can clarify the relationship between activities (how the department conducts its
business), outputs (the products and services provided) and outcomes (impacts on clients, target groups or other
stakeholders). Exhibit 8.7 illustrates this model.




Exhibit 8.7

Performance Achievements Continuum

For a given initiative, such as consumer information, performance achievements can be viewed along a continuum as follows:

Intermediate
Activity ———» Qutputs ————» Qutcomes ———»  Long-term Qutcomes

Example:
e Development of a publication | e Publication distributed to e Publication used to make e Actual energy saved as a
on energy efficiency customers/targeted more informed decisions result of using information

stakeholder groups contained in the publication.

e Impact of energy savings in
terms of global warming
potential.

Adapted from Exhibit 10.5, Report of the Auditor General of Canada, April 1997

8.57 Consultation and consensus building with stakeholders can help to establish the validity and credibility of
the model and the outcome indicators.

8.58 Translating strategic objectives into performance targets. One of the first challenges in establishing a
performance measurement system is to translate the organization’s long—term strategic objectives into operational
performance targets at the program level. The latter should relate clearly to the department’s strategic objectives.

8.59 Clear, specific and time—bounded performance targets that are set forth in advance provide a basis for
action and allow for an objective assessment of performance results.

8.60 For example, a “target level of satisfaction for 1997-98 — 80% ” is documented as a farget by a provincial
government ministry in its business plan for 1997-1998. To monitor progress toward its objective, it will measure
“client satisfaction with the level and quality of service provided in Northern Development Offices.” The ministry’s
objective is to “ensure access to government programs and services in northern communities.” This objective is one
of several intended to achieve the policy goal of “fair and equitable administration of the Mining Act.”

8.61 It is important that performance indicators relate to the performance targets. Where clear and measurable
targets have not been established, departments need to identify the direction of change. Where performance
indicators have not been developed, departments need to set out plans for developing them.

8.62 Interpreting cause—and-effect relationships. In some cases, the link between program-level
activities/outputs and the organization’s strategic objectives may not be transparent. Many programs seek to
influence complex social, economic or environmental systems. Not all the factors affecting those systems fall within
the control of any single program. Separating the influence of a program from the influence of other factors is a
significant challenge.

8.63 However, to develop practical performance indicators for programs, management must define the specific
results or influence that the programs can reasonably be expected to achieve. More detailed program evaluation can
assist in setting those expectations. Consultations may also help to clarify the roles and respective contributions of
other organizations.

8.64 For instance, in 1990, the Canadian Council of Ministers of the Environment, with representation from all
provinces and the federal government, endorsed the National Packaging Protocol (NaPP). The NaPP contains a
commitment to six packaging policies and three milestone targets intended to conserve natural resources through the
use of recovered materials, and prevent pollution through source reduction. The success of NaPP is measured in




terms of tonnes of packaging waste diverted from disposal. Using 1988 as a baseline, the National Packaging
Protocol set the following targets for the reduction of packaging waste in Canada: 20 percent by 1992, 35 percent by
1996, and 50 percent by the year 2000. The National Packaging Monitoring System was established to track results.

8.65 Managing with incomplete information. A review of accessible data bases, information resources and
analytical capabilities is useful to understand current limitations and potential investment requirements. An
information inventory and a capabilities assessment need to be undertaken to understand these issues prior to
formalizing performance indicators. It is important that the limitations and weaknesses of the current data be clearly
explained to users of the performance information.

8.66 Where information is incomplete, performance objectives and performance indicators should be based on
the best available information, while better information is being developed.

8.67 For instance, one organization that we interviewed has begun assessing the global warming potential, the
acidification potential and the ozone—depleting potential of its air emissions — including those related to energy use
in fleets and office buildings. The recent availability of conversion information for various gases and ozone—
depleting substances made this possible. As a result, the organization’s performance in terms of environmental
effects will be more meaningful. However, prior to the availability of this information, the organization based its
objectives and performance indicators on the best information available. It set specific targets for reducing releases
of chlorofluorocarbons (CFCs) and other “air toxics” and measured its environmental performance on the basis of
thousands of pounds of emissions per year.

8.68 Completeness versus overload. One of the key challenges an organization faces when establishing a set of
performance indicators is how to strike an appropriate balance between providing a comprehensive picture of the
organization’s performance and overloading decision makers with information.

8.69 A complete set of indicators covers all aspects of performance that influence an organization’s success. But
if performance indicators are to be useful for decision makers and stakeholders, they must also be selective and
focussed. Managers need to think in terms of the users’ needs and their potential uses of performance indicators.

8.70 One way of balancing completeness and overload is to develop a set of key indicators linked to the
organization’s strategic objectives. Key indicators focus on the organization’s success in fulfilling its public policy
mandate.

8.71 For example, “emission levels (tonnes) of smog—causing pollutants” is documented as a key performance
measure by a provincial government ministry in its business plan for 1997-1998. This key performance measure is
linked to a specific, time—-bounded and measurable target that in turn is linked to the strategic objective of “cleaner
air”. The objective of “cleaner air” is one of several objectives linked to the policy goal “to safeguard everyone’s
right to a healthy environment.”

8.72 Key indicators can also be used by the organization’s executive to help in directing the organization. In
addition, they can provide the basis for reporting and accountability to ministers, Parliament and the public. We
would expect key sustainable development indicators to be presented in the sustainable development strategies
alongside the corresponding objectives and targets.

8.73 The key indicators would form the basis for more detailed objectives and indicators at each successive level
in the organization. Managers at each level would establish indicators that reflect how their actions contribute to the
achievement of the organization’s objectives, and how that achievement will be measured. These indicators would
be used for internal management purposes.



8.74 If there is a proliferation of “priorities” or if the organization’s long—term objectives are not clear, it will be
difficult to develop a manageable set of targets and key performance indicators. Establishing the organization’s
strategic priorities and setting clear objectives is therefore a prerequisite for an effective performance measurement
system.

Keys to implementing a performance measurement system

8.75 Our research revealed a range of factors critical for successful implementation of a performance
measurement system.

8.76 Top management support. The commitment and leadership of senior management are the most
commonly cited, and perhaps the most important, success factors for effective performance measurement. Clear,
consistent and visible involvement by senior executives and managers at every level is needed to translate strategic
objectives into operational performance targets and indicators.

8.77 It is also important to appoint a key person to be responsible for co—ordinating the department—wide
performance measurement efforts, synthesizing the different inputs and maintaining contact with other individuals
responsible for measurement across the organization (and in other departments). This institutional arrangement
reinforces a performance measurement culture and facilitates documentation of overall results and the creation of an
“institutional memory.”

8.78 In the long term, performance measurement efforts will succeed only with the strong commitment of
political and senior executive leaders. Only they can ensure that each department’s strategic objectives and
performance indicators become the basis for its day—to—day operations.

8.79 Alignment of objectives and indicators across the organization. Performance indicators can play a key
role in focussing the efforts of managers on the organization’s strategic priorities. To be effective in this regard,
objectives and indicators created at successively lower points in the organizational hierarchy need to be built upon
and aligned with those at higher levels. Managers at each level should take their cue from the managers above them
and there should be direct linkages between objectives and key indicators at the strategic level and those at other
levels throughout the organization.

8.80 The emphasis of sustainable development on policy integration implies that federal departments need to
co—operate to achieve outcomes that individually they could only partially influence. Departments need to co—
ordinate their efforts at the national level as well as between levels of government to ensure that programs are
consistent with sustainable development objectives, that objectives and performance indicators are complementary
and that program efforts are mutually reinforcing.

8.81 Internal communication. Internal communication provides the link between planning and practice.
Managers at each level of the organization need to understand their role in achieving the strategic objectives in order
to set and communicate program objectives that are aligned with them. The more clearly objectives are
communicated at each level, the easier it is for employees to determine what needs to be done.

8.82 Use measurement to improve performance. Performance measurement should help managers identify
what works and what does not, so that they may encourage and improve on what is working and discourage or
replace what is not.

8.83 Performance measurement represents a significant investment of resources and will provide a return on that
investment only if the resulting information is fed back into the decision—making process.



8.84 It is important that performance measurement facilitate learning, inspire confidence and be positive, not
punitive. It has a significant role to play in encouraging creative and successful action and in ensuring that credit is
given where credit is due.

8.85 Awards and recognition. The involvement of senior management in awards and recognition programs
strengthens the perception that top management supports the initiatives and values performance. Good award and
recognition programs can engender healthy competition between organizational units and reinforce both the level of
effort and the use of indicators to demonstrate performance. They can have a significant impact on employee morale
and, in turn, on motivation and performance.

Conclusion

8.86 Sustainable development has been characterized as a journey rather than a destination. Since the
relationships among environmental, social and economic issues are complex and continually evolving, there is a real
need for continuous learning and innovation. Feedback provided by performance measurement should contribute to
the learning process.

8.87 Departmental sustainable development strategies are to be revised every three years to reflect new
developments as well as past achievements. The development of performance objectives and indicators for
sustainable development strategies will therefore be an ongoing activity.

8.88 There is no “master list” of generally applicable performance indicators for sustainable development.
However, as in any area of public policy, parliamentarians expect good performance information, including both
expectations and accomplishments, that allows a judgment to be made on how well things have been done.

8.89 A common set of performance indicators across the federal system would facilitate issue management, and
reporting and oversight of the government’s progress toward sustainable development. It would also assist in
developing employee awareness and commitment to sustainable development objectives at all levels.

8.90 Good performance information is critical to the success of the government—wide sustainable development
effort. To make progress toward their sustainable development objectives, managers need good information on what
works and what does not, so that they may reinforce and improve on what is working and discourage or replace what
is not. Central agencies and Parliament also need good performance information to fulfil their mandates and exercise
their oversight function. In the absence of feedback provided by good performance indicators, progress toward
objectives is difficult to manage, monitor or substantiate.

8.91 Parliamentarians are the main clients for the sustainable development strategies and performance reports.

Through amendments to the Auditor General Act (1995), they established the requirement for departments to table
sustainable development strategies, and created the position of Commissioner of the Environment and Sustainable

Development to monitor them. The visible interest in and use of sustainable development performance information
by parliamentarians will provide an important incentive for departments to improve its quality.

8.92 Improving the capacity of departments to produce clear, measurable and outcome—oriented performance
information should help to improve sustainable development decision making, accountability and governance across
federal departments.



About the Study

Objective

The overall objective of this study was to support the achievement of sustainable development objectives
by helping managers within federal departments move from their sustainable development strategies to
implementation at the program level by summarizing key concepts and success factors and describing the
characteristics of good performance information.

Scope and Approach

Our research started with a review of previous propositions and observations on sustainable development
and performance measurement, including previous work by our Office. We then developed a series of work
steps to assist departmental managers at the program level in developing performance indicators that could
be used for internal management purposes to support the achievement of the department’s sustainable
development strategy. The work steps are summarized in the Appendix.

Each of the work steps was reviewed and refined through a series of five half—day interdepartmental
workshops. Workshop participants included representation from a broad cross—section of federal
departments. Participants were asked to test the validity of each work step between workshops, in the
context of sustainable development work already proceeding in their departments. The complete workbook
will be made available at the Office of the Auditor General of Canada web site: http://www.oag-bvg.gc.ca.

In addition to summarizing key concepts, success factors and criteria previously documented, the study also
incorporated practical considerations raised through a series of interviews with six organizations outside the
federal government, which are actively practising environmental management and sustainable
development.

Study Team

Principal: Richard Smith
Director: Andrew Ferguson

Gisele Grandbois

Peter Morrison
Lori Elliott

For further information, please contact Richard Smith.



Appendix

Developing Program-Level Performance Indicators for Sustainable
Development Strategies

How the work steps were developed

As part of this study, we developed a set of work steps for establishing performance indicators for sustainable
development strategies. The work steps are designed to assist departmental managers at the program level in
developing performance targets and indicators that support the achievement of their department’s sustainable
development strategy. The program level performance indicators developed through the work steps could be used
for internal management purposes to manage a program’s contribution to the strategy.

Each of the work steps was reviewed and refined through a series of five half-day interdepartmental workshops.
Workshop participants included representation from a broad cross—section of federal departments and agencies.
Participants were asked to test the validity of each work step between workshops, in the context of sustainable
development work already proceeding in their departments.

The work steps are summarized in the following chart. The entire procedure will be made available at the web site
for the Commissioner of the Environment and Sustainable Development: http://www.oag-bvg.gc.ca. We invite
comments and suggestions for improvements.

Getting started

The reference point for beginning the work steps is the department’s sustainable development strategy. A process for
developing sustainable development strategies, complete with strategic objectives, is presented in A Guide to Green
Government. If the Guide has been followed, the department’s strategy should define the sustainable development
objectives and performance indicators for the department as a whole.

The objectives set forth in the department’s strategy should provide direction to managers within the department’s
business and service lines.

The principle of “alignment” — the idea that there must be direct links between the strategic objectives set by the
department and the targets, action plans and performance indicators at each successive level in the department —
forms the basis of the approach.

Developing Program-Level Performance Indicators for Sustainable Development Strategies

Understanding Your Program Explain the logical connection between the strategic objectives of the
department and the program or action by addressing the following
questions:

e WHY is the program or action relevant to achieving the long—term
objective(s) specified in the department’s sustainable development
strategy?




e  WHO does the program or action intend to influence or serve?
e WHAT results does the program expect to produce?

e HOW do specific activities and outputs deliver the expected results?

Use the answers to these questions to:

Establish Good Performance Performance indicators help to clarify the gap between actual program
Indicators achievements and the level of achievement specified by a performance
target.

What are the best indicators of your program’s performance?

Identify the most significant indicators of your program’s contribution to
the sustainable development strategy.

e Realistically, what can be measured and what is the starting point?

Establish information capabilities and a baseline for each indicator.

e Do the indicators cover the key aspects of the program’s performance?

Ensure that all key performance considerations are addressed and that
there are no costly measurement redundancies or gaps.

e Do the performance indicators possess the right attributes?

Good performance indicators are meaningful, reliable and practical.

¢ A meaningful indicator is understandable by its audience, relevant to
the objectives being pursued and the users’ needs, and comparable
over time and with other similar organizations.

e A reliable indicator accurately represents what is being measured,
balances (complements) other indicators, is free from bias, and is not
susceptible to manipulation.

e A practical indicator is one that yields timely information at
reasonable cost.

Performance indicators should support a broader explanation of performance results — a “performance story” —
for managers and executives and for the organization’s various audiences. Performance information should explain
how the resources committed to specific initiatives for achieving sustainable development objectives did or did not
achieve the specified results. A set of performance indicators will likely be required to provide a coherent
performance storyline traced by “Why, Who, What and How”.



To be effective in promoting improved performance, the results of performance measurement must be fed back into
the management cycle.
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