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Preface

Environment policy isacomplicated affair, sometimes on account of paucity of
solutions and sometimes on account of their abundance. And if such policies
are inter-linked with other policies such as trade they become further
complicated. Controlling environmental degradation is no longer an
environmental issue, but one that entangles sustainability of eco-system,
livelihoods of people, competitiveness aspects of international trade, amongst
many others. Therefore, it is a challenge to balance different concerns while
applying policy optionsin a coherent manner.

Market mechanismsfor environmental protection areincreasingly being applied
in developing countries. This involves providing incentives to businesses to
adopt eco-friendly production, introducing marketsfor trading pollution quotas,
using tools such as eco-labelling for making the consumers better informed.

In many countries, ecolabels are becoming an important addition to an
environment regulator’s toolkit. However, the onus for the success of this
instrument isprimarily onthe consumers. Not only are the consumers expected
to be aware of environmental issues, but also to exercise their preference for
eco-friendly products in the market place. In developing countries, where
majority of the people is poor and access to basic needs is a major concern,
exercising choice for eco-friendly productsisfar from reality. If eco-friendly
products comewith a price premium, devel oping even aniche market for such
products is further constrained.

In international trade, ecolabels are not a very visible instrument for trade
promotion, neither arethey amajor market accessbarrier inrich countries. This
isamajor finding of thisstudy. Thisisnot to say that ecolabels are not popular
and as the developed world becomes more and more conscious of global
environmentalism, the practice of extra-territorial application of ecolabellingis
not quiteinconceivable. Though mandatory ecolabelsfor imports seem adistant
future, the possibility of buyers voluntarily adopting ecolabels could be a
reality sooner than |ater.

Inthisstudy, we havetried to find answersto whether ecolabelsin Indiaandin
the European Union (EU) impact export of leather and its productsfrom India,
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it being one of the most polluting industries and Europe being India’sleading
export destination. Thisstudy findsthat India's ecomark hasfailed to make an
impact on Indian exporters. The EU ecolabel too does not play a role in
influencing India’s leather footwear exports, since buyers are less concerned
of environmental issues. However, in the future, this may change, since non-
government organi sations (NGOs) may pressurise European buyersto source
from environment-friendly suppliersin devel oping countries. We are thankful
to the Ministry of Spatial Planning, Housing and the Environment (VROM),
The Netherlands for its support to this work.

Our effortsin promoting environment-friendly instruments such as ecolabels
in the domestic context and our fear regarding their misuse in the context of
international trade may appear contradictory. In practice it is not so and is
simply about using theright instrument at the right place. Though we recognise
the potential of ecolabelsasauseful tool in the domestic market, in the context
of international trade we feel that ecolabels may pose as non-tariff barriers.

April, 2005 Pradeep S. Mehta
Jaipur Secretary General
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Executive SUummary

Ecolabelsareregarded asimportant market-based instrumentsto influence the
behaviour of consumers and industry in favour of environment-friendly
products. This study examines the performance of ecolabelsin India and the
European Union (EU). Its objectives are to examine: @) the contribution of
India's Ecomark scheme to environmental performance; and b) the impact of
the EU’s ecolabel on Indian exports. The study focuses on |eather goods. This
isfor two reasons: firstly, leather goods account for asignificant proportion of
India's export of manufactured goods and, secondly, their production process
ishighly polluting and thereisalarge scopefor reduction of pollution through
the use of environment-friendly technologies and practices.

The study isbased on primary information collected from companiesin India
and the EU member countries. Information has also been collected from trade
associations, government agencies, EU Directorates and research institutes.
Secondary sources of information have also been used to supplement
information acquired from primary sources.

The study finds that India's Ecomark has failed to make any impact on the
market. The reasons for its lack of popularity among the industries and
consumers are discussed. Although the EU’s ecolabel has performed better, its
influence on the European market has been small. The causesfor thisare also
discussed in the report.

The effect of the EU’s ecolabel isfound to be particularly small in the leather
footwear market. This implies that it has also not affected India's export of
these products to Europe. However, this situation may change in future and
the role of ecolabels in the EU’s footwear market may increase. The report
examines the impact of ecolabels on India’s exportsin these circumstances.

The report consists of seven Chapters. The first one briefly outlines the
objectives of the study. India’'s Ecomark and its performance is discussed in
Chapters 1l and I11. Chapter 1V focuses on the achievement of Ecomark for
leather products. The EU’s ecolabel and itsimpact on India s export of leather
footwear isdiscussed in Chapters V and V1, respectively. The conclusion and
recommendations of the study are described in Chapter VI1I. Thisisfollowed
by a bibliography and annexures.

1
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List of Acronyms

BAT : Best Available Technologies

BIS : TheBureau of Indian Standards
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COoD : Chemica Oxygen Demand

CRCB : Central Pollution Control Board

CRPs . ChromeRecovery Plants

CR : Corporate Social Responsibility

EC : TheEuropean Community

ECOFOOT . Promotion of the European Ecolabel for Footwear

ESTs : Environmentally Sound Technologies

ETPs . Effluent Treatment Plants

BUEB : TheEuropean Ecolabelling Board

FDDI :  Footwear Design and Development Institute

INESCOP : The Technological Institute for Footwear and
Related Industries

LCA . LifeCycle Assessment

MoEF : TheMinistry of Environment of Forests

oDs . Ozone Depleting Substances

OECD . Organisation for Economic Co-operation and
Development

PCP . Pentachlorophenol

PPMs . Process and Production Methods

R&D : Research and Development

RO . Reverse Osmosis

SMEs : Small and medium-sized Enterprises

SCB . State Pollution Control Board

TCP . Tetrachlorophenol

VOCs : Volatile Organic Chemicals

WWF : World Wide Fund for Nature
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Chapter I
Introduction

Recent years have seen an increase in the use of market-based instruments to
improve environmental conditions. These include the use of ecolabels as a
marketing tool to influencethe choice of consumersin favour of environment-
friendly products. A number of countries haveintroduced ecolabel sfor products
considered to be particularly damaging to the environment.

Ecolabel s can contribute to theimprovement of environmental performancein
two important ways. Firstly, they can increase consumer awareness of
environmental issues and influence their choice in favour of less polluting
products. Secondly, they can push industry to produce and market environment-
friendly products.

India hasintroduced an ecolabelling scheme, called Ecomark, which has met
with little success. Its failure has been a serious cause of concern for both
environmentalists and government. It isimportant to study the causes of the
scheme’'s low acceptability and suggest ways of increasing its popul arity.

Ecolabelling also hastrade concernsfor devel oping countries. Countries often
base criteria for the ecolabels they devise on the technology available. This
works in favour of local firms, which can adopt new technologies with
comparable ease. Companies, especially from developing countries, may find it
difficult and costly to adopt these technologies and processes. There is a
feeling that this may discriminate against imports from devel oping countries.

This study, which examines some of these issues, is focused on the impact of
ecolabels on India's leather industry. This is for two main reasons: a) the
production of leather is a highly polluting process, which negatively affects
the environment; and b) leather and its products account for alarge proportion
of India' sexport. Theuse of ecolabelling by importing countries might influence
these exports significantly.

uTs™
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The study is based on information collected from a large variety of sources,
both primary and secondary. Secondary sourcesinclude articles published in
newspapers, journals and the Internet. A large volume of literature has been
surveyed to collect dataon a) ecolabelsin general; b) ecolabelsin EU; and )
trade implications of ecolabels — environmental impact of leather industry in
India and EU countries. These facts were used to prepare a background to
examinethe issues covered by the study. The primary datawas collected by a
number of detailed interviews with various stakeholders, both in Indiaand in
EU countries. These include government policy makers, regulatory agencies,
research institutes, agencies responsible for the implementation of the
ecolabelling schemes — manufacturers, exporters and importers of leather
products, NGOs and consumer groups and industry associations. A total of 51
interviews were conducted.

The companies covered for the detail ed discussionsrepresenting various sizes,
level of technology and importance as exportersimporters. The sample of
Indian companiesincluded highly integrated companies (those with in-house
facilitiesfor thewhole production process, ranging from tanning to finishing),
aswell as companies with only finishing facilities. Moreover, the three major
centresof leather industry in India(Chennai, Kanpur and Cal cutta) were covered.
In Europe, leather importers of both small and large size, representing major
importing countries (UK, Germany, Italy), were included. Discussions were
also held with officials responsible for theimplementation of the ecolabelling
schemes, both in Brussels and member countries. A complete list of
organisations and companies that participated in the study is given in
Annexurel.

The study is primarily concerned with the following issues:

The performance of Ecomarkin India;

Thefactors which affect the popularity of Ecomark;

M easures which can increase the popularity and impact of Ecomark;
EU’secolabd;

Theimpact of EU’secolabel on the export of |eather footwear from India;
and

e What can be done to mitigate the impact of the EU’s ecolabel on India's
exportstothe EU.

The study focuses on the leather industry and the EU for the following
reasons:

The conventional leather production (tanning) technology ishighly polluting,
as it produces large amounts of organic and chemical pollutants. These
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12 & Ecolabelling: Is it a Visible Instrument for Trade Promotion? International




pollutants, which are mostly contained in the effluent discharged by tanneries,
areaseriousthreat to the environment. If not treated properly, they can cause
serious damage to soil and water bodies. The high amount of salt contained in
the effluent, for example, canincrease soil salinity, reducefertility and damage
farming in large areas. Tanneries also produce harmful gases, dust and alarge
amount of solid wastes.

The pollution caused by the leather industry is a major cause of concern and
governments have introduced a number of measuresto influence theindustry
to adopt environment-friendly technologies and reduce the emission of
pollution at various stages of production. These measures include the
introduction of ecolabels, which are expected to promote cleaner methods of
leather production. India has also introduced ecolabel (called Ecomark) for
leather products. A focus on leather, therefore, would enable us to study the
factors which affect the success/failure of ecolabelling schemesin India

Further, leather industry isimportant for India, both asasource of employment
and as an earner of foreign exchange. About 65 percent of India's export of
leather productsis to the European countries. The major importers of |eather
products from Indiainclude Germany, UK and Italy. As EU hasintroduced an
ecolabel for leather products, its study would provide a suitable example for
analysing the impact of ecolabels on export from India and other devel oping
countries.
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Chapter 11
Ecolabels: Introduction

2.1Introduction

Ecolabels are market-based instruments used to complement environmental
laws and regulations.? They are used to inform consumers that a labelled
product is more environment-friendly than other productsin the same category.®
Itishoped that thiswill have apositiveimpact on the environment in anumber
of ways. For exampl e, an ecolabel programme can make consumers more aware
of environmental issues and change their behaviour in favour of making
environment-friendly choices.* Also, the programme could encourage industry
to manufacture and market environment-friendly products. If the entire product
life-cycleistaken into consideration in the ecolabel criteria, the environment
performance of the whole supply chain can be improved. Further, once an
ecolabel is adopted by some of the companies, their competitors may also
introduce products with improved environmental performance.®

Ecolabelling can be based on two types of criteria: product-related or
production-related. Product-rel ated criteriarel ateto the environmental impact
of theproduct only.® Production-related criteriarelate to process and production
methods (PPMs) and cover the environmental impact of an entire production
process. PPMss can affect the environmental performance of a product in two
major ways. Firstly, they can affect the characteristics of aproduct so that the
product itself may pollute or degrade the environment. Secondly, a process or
production method itself can have anegative impact on the environment. This
could be caused by excessive and wasteful use of natural resources and energy
and emission of harmful effluents.

The most comprehensive ecolabelling schemes are based on Life Cycle
Assessment (L CA), which hel psin understanding the complex environmental
effects of products from “cradle-to-grave” and how environmental damage
caused by products during their life cycle can be reduced.” While the use of a
life cycle approach increases the credibility of an ecolabelling scheme, there
are serious difficulties in its implementation.? Consequently, this approach is
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not widely used. Infact, in most programmes, only alimited number of important
environmental aspects of the product’slife cycle are covered.®

An ecolabel scheme has a number of components. Firstly, product categories
with asignificant impact on the environment are sel ected. Secondly, criteriato
select products within these categories are established. Thisis usually done
by carrying out afull LCA of the product, which takes into consideration the
relative environmental impacts at each stage in the product’s life.’® Thirdly,
products are evaluated against the established criteria. It isimportant that the
criteria are updated regularly, so that ecolabelling does not encourage
technological obsolescence.

2.2 National Ecolabels

Germany introduced theworld'sfirst ecolabel (Blue Angel) in 1978. For about
ten years, it wasthe only ecolabel programme in the world, to be followed by
Canada sEnvironmental Choice Programme, introduced in 1988. Sincethen, a
number of countries have introduced ecolabels, most of them modelled on
Germany’s Blue Angel. While they are more common in devel oped countries,
several developing countries have also introduced ecolabels. For a list of
ecolabels introduced by various countries, please see annexure 1.

Some important national ecolabels are described in the following paragraphs.

Blue Angel
Of all the national ecolabel's, Blue Angel has been the most popular and effective

one. Although its acceptance was slow in the beginning and less than 50
products had received thelabel by 1979, its popularity increased rapidly during
succeeding years. For example, the number of products carrying the Blue Angel
label increased from 486 in 1984 to 3,250 in 1989. By thelate 1990s, morethan
4000 products had been awarded thelabel . By 2003, Blue Angel wasavailable
for 90 product groups.*t Many consumers are familiar with Blue Angel: asurvey
of 7,500 German households was conducted in 1988 and it was found that 79
percent werefamiliar with the ecolabel .

Blue Angel issupposed to takethewholelife cycleinto consideration, although
in practice thisis rarely the case. In most instances, only one aspect of the
product isevaluated and the label givesinformation only about the aspect that
has been assessed (for example, recyclability — the use of low hazard
substances).?

Blue Angel isadministered by three bodies: the Federal Environmental Agency,
the German Institute for Quality Assurance and Labelling and the ecolabel
UTS™
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Jury. The process of selecting product categories, establishing criteria and
awarding the label consists of three stages. At the first stage, a number of
proposals (about 200 each year) for the inclusion of new product categories
are reviewed. Of these, a small number (between 5 and 15) are selected for
further consideration. During the second stage, technical papers detailing
product category, scope, criteriaand thetestsrequired for fulfilling these criteria
are prepared. In the third stage, these are reviewed with the help of expert
comments. In the final stage, labels are awarded to specific products.

How effective has Blue Angel been in increasing the market share of
environment-friendly products? The environmental impact of thelabd isdifficult
to assess, as precise data on the market share of products with Blue Angel is
not available. It is, however, believed that the programme has considerably
influenced the product procurement by public sector agencies.

White Swan

The other important national ecolabel is* White Swan,” awarded by theNordic
countries (Sweden, Norway, Finland and Iceland). The award is based on
requirements concerning the production, use and disposal of products. Both
Nordic and non-Nordic countries are eligible for the award.*®

White Swan has become particularly popular in certain product categories. For
example, about 90 percent of all household detergents in Sweden have the
White Swan label. M oreover, since theintroduction of thelabel, 45 percent of
damaging chemical s have been replaced by less problematic ones. Another 15
percent have been eliminated completely.

In addition to national labels, NGOsand private companies havea so developed
environmental labels. These include the “Panda” label, developed by the
World Wide Fund for Nature (WWF), and supported by industry. Theaward is
mainly granted for consumer goods, e.g., books, shoes and food.
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Chapter 111
Ecomark in India

3.1Ecomark —India

India’'s Ecomark Schemewasintroducedin 1991. Like other ecolabel schemes,
Ecomark isamarket-based, non-regulatory instrument to reduce pollution. The
main objectives of the scheme are to assist consumers to become
environmentally responsible in their purchasing decisions and to provide an
incentive to manufacturers to reduce any adverse environmental impact of
their products. It ishoped that thiswould, ultimately, improvethe quality of the
environment and encourage a sustainable management of resources in the
country.'>¢ The award is available for consumer goods only.

Although the Ecomark is similar in many waysto ecolabelsin other countries,
it differsfrommost in oneimportant aspect. Whereas ecol abel sin most countries
are awarded solely on the basis of environmental considerations, in Indiaitis
also linked with the quality of products. In other words, in order to beeligible,
products must meet both environmental and quality criteria. The Bureau of
Indian Standards (BIS), which isresponsiblefor setting quality normsin India,
isclosely involved with the implementation of the Ecomark scheme.

Theprogrammeisrun by the Ministry of Environment of Forests (MoEF), with
the technical advice of the Central Pollution Control Board (CPCB). The
programmeisimplemented in three stages:

3.1.1 Selection of Product Category
The product categoriesto be included in the Ecomark scheme are selected by
a Steering Committee, set up inthe MoEF.

3.1.2 Development of Criteria

The Technical Committee of the CPCB devel ops the criteriafor each product
category, which are examined by the Steering Committee. Oncethecriteriaare
finalised, the BIS translates the product-specific requirements into Indian
Standards.
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3.1.3 Award of Ecomark

Application is made to the BIS, which also grants licence to use the label. It
assesses and certifies the products and draws up a contract with the
manufacturers, allowing the use of thelabel. A usage fee, based on the annual
volumeof production, isa so charged. Thelabel isinitially granted for oneyear
andisrenewablefor aperiod of two yearsat atime. Therenewal feeis Rs 300.

3.1.4 Promotion of Ecomark

The Steering Committee formulates strategiesfor promotion, implementation,
future development and improvements in the working of the scheme. It also
creates mass awareness for promotion and acceptance of the scheme.

Thecriteriafor Ecomark are based onalL CA of the product, aconcept whichis
often termed as a “cradle to grave” approach.' ¥ Products are assessed in
terms of the environmental and health impacts of the production processes
and methods of use and disposal. The major considerations are: comparative
pollution threat during production and use; biodegradability; recyclability;
and saving of non-renewable resources and energy during production and
use. |n addition to these, the product must conform to Indian Standards I nstitute
(1S1). Also, the company must obtain consent from the State Pollution Control
Board (SPCB) and comply with India sWater, Air, and Environmental Protection
Acts.

Initially, 16 product categories were covered by the Ecomark scheme. This
number was later reduced to 14. Recently, new categories Ozone Depleting
Substances (ODS)-free fire extinguishers, leather and leather products, coir
and coir products have been added and presently there are 17 product groups
for which Ecomark is available. For alist of products for which Ecomark is
available, see Table 1.

3.2Impact of Ecomark

The Ecomark scheme has met with little successin India. Sinceitsinception
more than ten years ago, only five companies have been granted Ecomark.
These include adetergent company and four paper mills. Besides, only one of
these companies is using the label on its products.

Thefirst Ecomark wastakenin 1994 by Tide Water Detergent Company, which
wasowned by Godrgj, for ‘ Ezee' detergent. However, the Ecomark was never
used asthe product taken over by another company, Procter and Gamble, who
refused to use the label. The company argued that the use of ecolabels was
against its corporate policy. It isinteresting to note that whereas Procter and
Gamble chose not to use Ecomark in India, it was using ecol abels on products
sold in Sweden.?®
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Table1: Product GroupsCovered by theEcomark Scheme

Aerosols Propellants
Architectural paints and powder coatings
Batteries

Cosmetics
Electrical/electronic goods
Food Additives

Food items

Household pesticides
Leather and leather products
Lubricatingoils
ODSHreefireextinguishers
Packaging material /packages
Paper

Plastic Products

Soaps and detergents
Textiles

Wood substitutes

bRERRBOY®XNOA~®N

N5

The second Ecomark was awarded to MadhyaBharat Paper Millsfor “Writing
and Printing Paper” in 1998. Thiswasfollowed by an Ecomark to Century Pulp
and Paper Millsfor “Writing and Printing Paper” and “Plain Copier Paper” in
2000. Sincethen, two more producers havetaken the Ecomark. But, asmentioned
above, none of them displaysit on their products. It can, therefore, be safely
concluded that Ecomark has not made any contribution to the improvement of
theenvironment in India.

3.3Reasonsfor theL ack of Ecomark’sPopularity

There are anumber of reasons for Ecomark’s lack of successin India. These
include:

3.3.1 Lack of Demand

Thereisalack of demand for environment-friendly products. Thereisgeneral
agreement, that thereislow awareness of environmental issuesand an absence
of environmental concern among consumers in India.? In this situation,
it is not surprising that consumers are not aware of Ecomark. A study by
CUTSin 1998, “ Concept Testing of Green Consumption”, confirmed the general
feeling that there was a complete lack of awareness of the Ecomark scheme,
among both, industries and consumers.? It also found that the agencies
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responsiblefor the promotion of Ecomark lacked acoherent strategy to promote
the scheme.

Also, consumers are not prepared to pay extra for products with reduced
impact on the environment. Asamgjority of Indian consumersare comparatively
poor, their choice of productsisnaturally influenced by the price. Other issues,
such as environmental impact, play little role in their choice of products. As
environment-friendly products usually cost more, only consumerswith higher
purchasing power arewilling to pay the premium price, because of their concern
for the environment. According to Madhya Bharat Paper Mills, thefirst licence
holder of Ecomark in the paper category, “ Indian consumersare extremely price
sensitive and industry is not sure of the commercial benefits. Should there be
any increase in the price due to increased cost for complying with Ecomark
criteria, then it would invariably affect sales.” Clearly, in this situation, the
Ecomark can have only asmall role asamarket-based instrument.

3.3.2Industry’s Lack of I nterest

Thereisanear total lack of interest inthe Ecomark inindustry. Thisis perhaps
the most important reason for the failure of the Ecomark scheme. A number of
reasons are said to be responsible for this. The most important of these is that
the industry believes that the use of Ecomark will not provide it with any
advantage in the market. According to a representative of Madhya Bharat
PapersLimited, “the reason we have not publicised Ecomark on our product is
that thereisno additional gain either intermsof product acceptability or higher
pricerealisation.” Infact, somefirmsare concerned that the use of Ecomark on
some of their products could dilute brand equity and affect the sale of their
other products. Industry also feels that the Ecomark programme may send
consumersthe “wrong” message by indicating them that non-Ecomark |abelled
products are not environmentally safe. On the whole, industry does not
considers that the use of Ecomark is a good strategy.?

Although, the companies feel that the cost and complicated procedures
involved in taking the Ecomark are not justified by potential advantagesin
termsof increased profitability and market share.2 Manufacturersare required
to pay for the application, testing, licensing fee and renewal costsinvolvedin
certification. Some estimates indicate that these costs can amount to a 10
percent increase in production costs. Also, there is a feeling that linking of
Ecomark with BSI's quality standards has significantly added to the cost and
complexity of obtaining Ecomark. It must, however, be pointed out that some
companies do not share this view. For example, Madhya Bharat Paper Mills,
one of the companieswith the Ecomark, felt that cost would not be adeterring
factor, if the companies could see an advantage in using Ecomark.?*
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Industry also argues that the criteria for Ecomark are not relevant to Indian
conditions and are based on technol ogies available and standards prevalent in
developed countries.® As the criteria were not adapted to Indian conditions,
they are too stringent and difficult to achieve by most Indian firms. Even the
most competent companies would need to make substantial investment in
technology in order to meet some of thesecriteria. Thereisageneral feelingin
industry that its views regarding product criteria were not given due
importance.?®

Finally, industry also arguesthat the use of Ecomark will discourageinnovation
and slow-down the devel opment of newer alternatives to existing products.

3.3.3 Lack of Promotional Efforts

The Government’s efforts to make the consumers aware of Ecomark are
considered to be inadequate by most observers. Both government agencies
and industry agree that thereis aneed to popularise the Ecomark scheme. For
example, the Ecomark Technical Committee felt that the scheme should be
publicised even beforeitsimplementation. It was hoped that once the concept
becomeswidely known, itsimplementation would be easier. Similarly, industry
felt that Ecomark should be promoted as a brand name by the Government.
Only then would industry be able to use it as amarketing tool. Inspite of this,
only limited efforts have been made to popul arise the scheme. These include:
a government supported workshop on Ecomark in 1999; a programme to
popularise the scheme through abi-monthly magazine called Wista Ecomark;
and a workshop to popularise Ecomark for leather products by the State of
Madhya Pradesh in 2003. However, these efforts were ad-hoc in nature and
inadequateto meet the challenge of popul arising the Ecomark among consumers,
manufacturersand retailers.?” Clearly, greater efforts are needed to popularise
the Ecomark, both among consumers and industry.

The selection of productsto beincluded in the Ecomark scheme has also been
criticised. For example, a number of companies produce toilet flushes that
consume a comparatively small amount of water. Ecomark could be used to
promote these products, but these product groups are not included in the
scheme.?® Also, barring leather and textiles, the products chosen for the
Ecomark scheme are primarily focused on the domestic market and have no
importance as exports. As there is little demand for environment-friendly
products in the domestic market, there is not much potential for Ecomark. It
must be pointed out that even for leather and textile products, the scheme has
not become popular.

The popularisation of Ecomark has also suffered because of lack of support
from government departments not directly involved with the scheme. These
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departments can help in the popularisation of Ecomark in a number of ways.
For example, they could give preference to products with Ecomark while
procuring goods. The government could also give tax concessions and other
fiscal incentivesto productswith Ecomark. Thishas not happened. According
to some experts, this is largely because the Ministry of Finance, which
determines the fiscal policy, is not closely involved with the formulation and
implementation of the Ecomark scheme. Poor information exchange between
various government agenciesis also believed to be responsible for the delay
and confusion.

3.4 M easuresRequired to Promote Ecomark

Thisisavery complex problem. Industry will become interested in Ecomark
only when consumers become aware of environmental issues and choose
products on the basis of their impact on the environment. It feels that the
government and other interested organi sations (NGOs and consumer groups)
should carry out programmesto increase consumer awareness of environmental
issues, in general, and Ecomark, in particular. The government agencies and
NGOs, on the other hand, find it hard to popul arise Ecomark when thereare no
productscarrying thelabel availableinthe market. Clearly, closer co-operation
between all the stakehol dersisnecessary before Ecomark can make asignificant
contribution to the improvement of the environment. Also, it appears that the
programmewill need to be modified substantially to makeit more attractiveto
industry. Below are some specific suggestionsto increase the eff ectiveness of
the Ecomark scheme, based on our discussions with industry representatives
and policy makers:

e Thegovernment should create amarket for environment-friendly products
through an intensive campaign. It should promote Ecomark, both among
industriesand consumers. If it isnot possibleto popularise the Ecomark for
alarge number of productsinitially, asmall number of products should be
selected for focus.

e Fiscal incentives, including tax concessions, should be provided to firms
using Ecomark on their products.?®

e Industry should be provided with technical and financial support to adopt
environment-friendly processes.

e Government departments should use preferential procurement policies to
create amarket for productswith Ecomark.
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Chapter IV

Ecomark — The Leather Industry

4.11ndia’ sLeather Industry

India has a large leather industry, which plays an important role both as an
earner of foreign exchange and provider of employment. Theindustry employs
more than 2.5 million people and was responsible for about US$1814.18mn
worth of exports in 2002-03.% A large proportion of the exports is to four
countries, namely USA, Germany, UK and Italy. Together, these countries
accounted for more than half of the total exports of these products during this
period. Other major importers of Indian leather productsinclude Spain, Hong
Kong and France.

India has approximately 3,000 tanneries, with a total processing capacity of
700,000 tonnes of hides and skins per year. More than 90 percent of these are
small or medium sized, with processing capacities of less than 2-3 tonnes of
hides/skins per day, hence small tanneries dominate the industry. Indian
tanneries process sheepskin, goatskin, and cow and buffalo hides, using both
vegetable and chrome tanning. While most small tanneries cater to the local
market, some are involved (directly and indirectly) with exports. The large
tanneries, on the other hand, are primarily export-oriented.

As leather processing requires large amounts of water, most tanneries are
located near riverbanks. The highest concentration of tanneriesin Indiaison
the banks of the GangaRiver system in North Indiaand the Palar River system
in Tamil Nadu.

For anumber of years, the production of |eather and leather goodswasreserved
for the small-scale sector in India. This was done primarily to promote
employment. A number of policy instruments such astax exemption, licensing
restrictions and areservation policy were used to encourage the growth of the
leather industry in the small-scale and cottage industry sector.3 Animportant
implication of thispolicy has been the slow pace of modernisation. Most of the
small tanneries lack the technical and financial resources needed to introduce
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moderntechnology. Asaresult, theleather industry, by and large, uses obsolete
and inefficient technologies and its environmental performanceis poor.

4.2 L eather Production Technology®
L eather production consists of three main processes:

4.2.1 Beamhouse

In this process, salt, dirt and hair are removed. The process involves the

following:

e Desalting and soaking the hides to remove salt (which isused to preserve
skins): The process uses a large amount of water (up to 20 cubic meter
water per ton of hide. The most significant pollutants produced by the
soaking process include salt, hide surface impurities, dirt and globular
protein substances dissolved in water.

e Unharing and liming: Conventionally, unharing isdone by treating soaked
hides in a bath containing sodium sulphide/hydrosulphide and lime. The
effluent from this process is the most polluting effluent of the tanning
process. The pollutants include suspended solids, sulphides and
nitrogenous material.

e Deliming and baiting: Inthis, peltis processed in abath of ammonium salt
and proteolytic enzymes. The pollutants from the processinclude calcium
salts, sulphide residues, degraded proteins and residual proteolytic
enzymatic agents.

4.2.2 Tanning

The hide is treated with chemicals to produce leather: Chrome is the most
commonly used tanning agent. Conventionally, chrome tanning consists of
pickling, tanning and basifying. The main pollutants of thetanning processare
chrome, chlorides and sulphates.

4.2.3 Post tanning (wet finishing)

Thisincludes neutralisation, retanning, dying and fat liquoring. The pollutants
from the process include chrome, salt, dyestuff residues, fat liquoring agents
and vegetable tannins.

4.2.4 Finishing
Theleather is given desired properties. The main pollutants produced during
finishing are suspended solids and chrome.

In addition to the above-mentioned pollutants, which are discharged as effluent,
leather production also results in atmospheric emissions. These include
ammoniaduring deliming and unhairing; sulphide during liming; and chrome
s
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during chromate reduction and the buffing process. Also, alkaline sulphide
may be converted to hydrogen sulphide, if the Phislessthan 8.0.

Furthermore, parti culate emission may occur during shaving, drying and buffing.

4.3 Pallution-reducing Technologiesand Production M ethods

The quantity of the pollution load generated by the leather industry can be

reduced by:

e process modification to reduce the generation of waste and pollutants in
the beam house;
reuse of chemicals (mainly sulphides and chrome) and spent liquors; and
economical use and reuse of water.

Theenvironmental damage caused by traditional leather production technology
can be reduced by the introduction of following changes:

4.3.1 Desalting and soaking

The salt load in the effluent can be reduced by:

e Decreasing the amount of salt used to preserve hides by adding
environmentally acceptable antiseptics such as boric acid and sodium
sulphide. It must, however, be mentioned that the use of these preservatives
reduces shelf life.

e Use of improved methods of desalting by using Dodeca frames and
desalting machines.

e Processing fresh (green) hides, which have been preserved by chilling.

4.3.2 Unharing and liming

The pollutants from these processes can be reduced by using the following

technologies:

e Recycling spent float: Thisalso leadsto areduction inwater consumption.

e Enzymatic unharing: This can lead to a reduction in the use of sulphide,
leading to areduction of COD by 30-40 percent.

4.3.3 Deliming and baiting
Theenvironmentally friendly alternativesinclude ammonia-freedeliming and
carbon dioxide deliming.

4.3.4 Chrometanning

Cleaner technologies to reduce chrome content in the effluent are:

e High exhaustion processin which short floats at higher temperature and Ph
are used. The process increases the extent of chrome exhaustion and
reduces the chrome content in the effluent.
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e Recovery/recycling of chrome: In this process, chrome in the effluent is
recovered and reused in the tanning process.
e L ow or no chrometanning.

4.3.5 Post tanning

The methods to reduce the load of pollutants generated by these processes
ae

high exhaustion;

chromefixingin neutralisation;

chrome precipitation;

replacing nitrogenous compounds with other filling agents; and

phasing out environmentally hazardous chemicalswith high COD and BOD
valuesand limited bi odegradability.

4.4Ecomark for Leather

L eather and leather products wereincluded in the Ecomark schemeinthelate

1990s and the Ecomark criteriafor “Finished Leather” as a product category

werefinaisedin 2001. Leather and its productswereincluded in the schemefor
two main reasons:

e Theproduction process of leather has serious environmental implications.
The tanning process used for making raw leather is particularly polluting
and the discharge of pollutants has caused serious damageto water sources
inIndia and

e | eather accountsfor asignificant proportion of exportsfrom India, much of
it to developed countries. With the tightening of environmental standards
in developed countries, there was a concern that India's exports might be
adversely affected. Theintroduction of Ecomark was expected to improve
the environmental performance of theleather industry and hel p itsexports.

L eather products must meet thefollowing criteriain order to be eligiblefor the
Ecomark:*

e Themanufacturer must have consent from the Pollution Control Board, as
per the provisions of the Water (Prevention and Control of Pollution) Act,
1974, and the Air (Prevention and Control of Pollution) Act, 1981.

e |n addition to these general requirements, the producers of leather goods
are required to meet product-specific requirements that deal with the
maximum limits of formal dehyde, PCP and aryl aminesrel eased from azo-
dyesand hexaval ent chromium.

e Themateria used for product packaging should be recyclable or reusable
or biodegradable.
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Unlike other products covered by the Ecomark scheme, leather products are
not required to get an ISI mark from the BIS. Thisis largely because of the
lobbying by the leather industry (especialy leather exporters) which argued
that most of their products were manufactured at alevel higher than the BIS
standards. Therefore, they did not need to incur the additional cost of getting
BIS certification. (BIS charges a certification fee, consulting fees, licensing
fees, annual recurring fees and a per unit charge which resultsin considerable
expense).*

Our study showsthat Ecomark has not had any impact on the leather industry.
None of the companies included in the study has taken Ecomark. In fact, we
found that alarge majority of thefirmswere unaware of the Ecomark. The small
minority that had heard of Ecomark was not familiar with the details of the
scheme. We also found that the industry did not see any advantage in
participating in the Ecomark scheme.

4.5Why hasEcomark not Madean I mpact?

Some of the reasons responsible for the poor performance of the Ecomark
scheme have been discussed in the previous Chapter, and most of these apply
totheleather industry. For example, thereisanear completelack of awareness
of Ecomark within the industry. Thisistrue of both small and large firms. In
addition to the reasons applicable to other products, the leather industry faces
specia difficultiesin meeting the Ecomark criteria. Itsmain difficulty liesinthe
fact that alarge number of tanneries are notable to meet the effluent norms set
by the CPCB. Asaresult, they are unableto get consent from the Board, which
isan essential condition for the grant of Ecomark. Thisimpliesthat evenif the
leather producerswereinterested in getting Ecomark, most of themwould find
it very difficult tomeet itscriteria.

Most tanneries in India use old and inefficient technologies and production
methods. Even in large tanneries the general level of technology, though
improving, islow. The use of inefficient technology leadsto awasteful use of
water and chemicals, a high load of effluent pollutants and low productivity.
Indian tanneries discharge an estimated 30,000 million litres of effluent per
year, resulting in avery large discharge of pollutants.®

Broadly speaking, tanneries can reduce the load of pollutantsin two ways: a)
install end-of-the-pipe equipment, and b) introduce cleaner production methods
and technologies so that the production of pollutantsisreduced at the process
stage.

uTs™

International

Ecolabelling: Is it a Visible Instrument for Trade Promotion? & 27



4.5.1 End-of-the-Pipe Equipment

The most important end-of-the-pipe technol ogies used by the leather industry
are: effluent treatment plants (ETPs); chrome recovery plants; and devicesto
reduce the pollutants from air emissions.

Theuseof ETPshasincreased during thelast five years. Whilelargetanneries
have an ETP plant, many small tanneries (in clusters) are linked to central

effluent treatment plants (CETPS). Theincreasein the number of tannerieswith
ETPsislargely duetointervention by the Indian judiciary. The Supreme Court
has played aparticularly important rolein thisregard. For example, asaresult
of aSupreme Court order in 1966, most large tanneriesin Tamil Nadu set up ETP
plants. Furthermore, about 80 percent of the small firmsin the State havejoined
common effluent treatment plants.*® Similarly, most of the tanneriesin acluster
in Kanpur have been connected to aCETP. Thetanneriesin Calcuttaare being
moved to anew complex (Calcutta L eather Complex), which will also havea
common facility to treat effluent.

Precise figures on the number of firmswith ETPsare not available. According
to the CLRI, more than 150 tanneries, most of which are large, have set up
independent tanneries. Also, 17 CETPs catering to clusters of tanneries are
operational and another 13 are planned.*

It must, however, be pointed out that many small tanneriesstill lack ETPs. This
is particularly true of tanneries that are not located in clusters. These firms
consider that the cost of setting up and operating individual ETPs is too
high.® Further, in someareas, conventional ETP technology isunableto reduce
thepollution load sufficiently. Thisisparticularly truein Tamil Nadu, wherethe
effluent ischaracterised by avery high total solid waste (TDS). Although most
tanneriesin Tamil Nadu have installed ETP plants, they still do not meet the
very stringent TDS norms set by the SPCB. These normsare setin view of the
fact that the water bodies in Tamil Nadu are highly polluted by effluents
containing high concentrations of salt.

As conventiona effluent treatment technology cannot bring down the salt
content of the effluent to meet the SPCB’s norms, it is necessary to useamore
effective alternative, such asreverse osmosis (RO) technology. The use of RO
technol ogy can al so enable companiesto recover up to 75 percent of thewater,
resulting in significant conservation of water. However, the cost of installing
an RO plant is high: according to one company that hasinstalled an RO plant,
the cost isabout Rs 10 million.*® Considering the high cost, it islikely that the
use of RO will remain limited to a handful of large firms. Unless a cheaper
alternativeisfound, small firmswill be unableto meet the SPCB’s TDS horms
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and will not receive its consent. For this reason, they will also remain non-
eligiblefor the Ecomark award.

The high content of chromein effluent isanother reason why most tanneriesin
Indiado not have consent from the SPCBs. The presence of excessive chrome
in effluent is largely caused by a low rate of exhaustion in the tanneries. A
study of the tanneriesin Kanpur, for example, found that the average chrome
uptake was only about 50 percent.®

This problem can be solved by the installation of chrome recovery plants
(CRPs). There has been some progress in this in recent years. The Pollution
Control Board has introduced policies aimed at promoting the installation of
CRPs, and a number of large firms have already set them up. However, the
number of firmswith CRPsisstill too small. Thisisbecauseindividual chrome
recovery plantsare economically viable only for large tanneries. For example,
the payback period for larger tanneries, with aprocessing capacity of 10 tonnes
of hides per day, islessthan oneyear, but the payback period for small tanneries
is much longer and they do not consider CRPs to be economically viable.
Although there are plansto set up central chrome recovery facilitiesfor small
firms, not much progress has been made.** On the whole, avery large number
of tanneries continue to produce effluents with a high content of chrome.
These tanneries are unlikely to meet the SPCB norms and are unlikely to be
eligiblefor theaward of Ecomark.

4.5.2 Cleaner Production Methods and Technologies

A number of cleaner production methods and technologies are available for
useintheleather industry. Theseincludethe use of efficient de-salting methods,
replacement of ammonium salts with substitutes such as carbon dioxide, the
use of enzymesin de-hairing, high exhaustion chroming processes and water
conservation through re-circulation.

Thisstudy showsthat the use of these technol ogies by India stanning industry
isvery limited. Thisisfor anumber of reasons, including lack of financial and
technological resources, lax implementation of environmental standards and
the low cost of production inputs such as water.

Most Indian tanneries have limited technical resources. This is particularly
true of small firms. Even in the case of large tanneries, technical capability is
largely restricted to limited testing facilities and very little research and
development (R&D) is carried out. This limits their ability to introduce
incremental technical changes, which could lead to asignificant improvement
intheir environmental performancewithout largeinvestment in equipment and
machinery.
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Unableto introduce incremental changes, theindustry will need to modernise
its production technology through the use of new machinery. As tanning
technology is partly embodied in equipment, this is possible. With the
liberalisation of trade palicies, Indian industry has accessto the latest machines
available in the world market. However, these machines are very expensive,
only the very large firms can afford them. A magjority of firms, on the other
hand, can only afford to purchase Indian machines. By and large, these machines
embody older technologies and are not as efficient and environment-friendly
as the imported ones. (For example there are large differences between the
efficiency of water, energy and chemical consumption of the imported and
indigenously manufactured machines). The high cost of imported capital
equipment limits the ability of a large section of the industry to upgrade
production facilities.

Aware of this problem, the Indian Government provides financial support to
encourageinvestment in new machinery. For example, aprogrammewasinitiated
in 2000, by the Ministry of Commerceto provide asubsidy of 25 percent of the
total investment in modernisation. Its main objectives are:*?

replacement of obsolete machinery;

replacement of pit technology with drums;

installation of instrumentation and process control systems;

promotion of float recycling;

in-house chrome recovery/reusefacilities;

upgradation of finishing facilities; and

promotion of non-conventional sources of energy.

While a number of firms have take advantage of the scheme, most of the
investment has gone into the modernisation of finishing processes.”® Very
little investment has been made to modernising the beamhouse operationsand
tanning process, which arethe main causes of pollution in thetanning industry.
Therefore, the impact of this scheme on improving the environmental
performance of theindustry will not be significant.

Apart from the cost of initial investment, many firmsbelievethat the operational
costs of new technologies will also be higher. For example, it is reported that
the use of enzymesin hair removing will increase the cost of this process by
about 30 percent (from Rs 3.00 to Rs 4.25 per squarefoot of wet blue). According
to the firms, the consumers and importers are not prepared to pay the extra
cost. As competition has become intense in recent years, the companies are
mainly interested in reducing production costs. They are not interested in
investing in environment-friendly processes, unless the increased cost in
production can be passed on to buyers.
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Another reason for thelack of any innovation that could improve environmental
performance is the leather industry’s attitude to technical and managerial
changes. The industry is extremely conservative. In many cases the owners
and managers of tanneries have little technical education. Asthey are used to
old technology and traditional ways of doing things, they are very reluctant to
introduce changes. Thislack of positive attitude towards new technology and
management methods also acts as a serious barrier to the adoption of
Environmentally Sound Technologies (ESTS). This problem is particularly
seriousinsmall firms.

The low cost of natural resources is also responsible for the industry’s
unwillingness to introduce more efficient and environment-friendly process
technol ogies. For example, tanneriesin Indiaarereported to consume between
30to40 litres of water per kilo of finished leather. The use of cleaner production
methods, including efficient process management and reuse of water, can bring
down water consumption to 15 litre/kg. But, the price of water in most places
(such asKanpur and K olkata) isvery low. Consequently, thetanneriesin these
areas have littleincentive to save water. However, the situation is different in
Tamil Nadu, where water scarcity is abig problem. Faced with a shortage of
water, some of these tanneries have introduced cleaner production methods
on alarge scale. As aresult, many of the tanneries have brought down their
water consumption to aslow as 7-8 lit/kg. Incidentally, this has been achieved
largely through better process management, without significant investment in
equipment.*
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Chapter V
Ecolabels in the European Union*

5.1Introduction

The European Community (EC) adopted a programme to award ecolabelsin

1992. The objective of the programmeisto help consumersto makeinformed

choices about the products they buy. The programme:

e promotesthe design, production, marketing and use of products that have
areduced environmental impact during their entirelife cycle; and

e provides consumers with better information on the environmental impact
of products.

The scheme is open to any product or service, except food, drink,
pharmaceuticals and medical devices.* It covers a small number of selected
product categoriesincluding: washing machines, dishwashers, soil improvers,
toilet paper, paper towels, laundry detergents, light bulbs (single-ended and
double-ended), paints and varnishes, bed linen, T-shirts, photocopy paper,
leather footwear and refrigerators.”

Thelabel isonly awarded to products that can be guaranteed to be at least as
efficient as conventional products. Its symbol is agreen flower.

5.2EU’sEcolabédlingCriteria

The criteriaused by the schemeto award ecolabel s are based on the cradle-to-
grave approach and take into account all aspects of a product’slife, from its
production and use to its eventual disposal.®® The criteria are the same across
all member states and once a product has been awarded an ecolabel, the label
isvalid across al member states without any further tests or controls.*

A number of factors, including environmental and market considerations, are
taken into account while choosing new productsto beincluded in the ecol abel
scheme. Theseinclude thefollowing:
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5.2.1 Environmental Criteria

the environmental impact of the product on local and global levels;

the potential for environmental improvement through consumer choice;
and

the relevance to priority environmental policy areas, instruments and
legidation.

5.2.2 Market-related Criteria

the volume of sales and trade in the market;

the opportunities and incentives to manufacturers and/or retailers to seek
a competitive advantage by offering products with ecolabels;
environmental arguments already associated with the marketing of asdlected
product group;

explicit stakeholder interest in an ecolabel within aproduct group;
significant public procurement market;

implications for consumer health and safety issues.

The European Union Ecolabelling Board (EUEB) administersthe scheme. The
Board includes representatives from industry, environment protection groups
and consumer organisations.® In member states the scheme is administered
by national competent bodies.

5.3 Performanceof the EU’ sEcolabel

Itisgenerally agreed that the EU ecolabel scheme has not been very effective
and has had little impact on consumer choices and producer behaviour. The
scheme was revised in 2000 and the following changes were introduced to
improve its effectiveness:
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The EUEB, composed of national competent authorities, was established.
It was hoped that thiswould ensure that member stateswould play agreater
role.

Procedures were modified to increase transparency.

The scope of the scheme was expanded to cover services.
Theinvolvement of consumer and environmental groups was increased.
A ceiling was introduced on the fees, enabling small businesses to
participate in the scheme.
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Table2: Number of Ecolabelsaccordingto Countries

Country Numbers
2001 2002 2003

Sweden 9 8 n
Greece 9 9 n
Spain 12 12 13
France 17 2% 0
Denmark 18 23 3

Italy 13 3 %
Others 10 2
Total &8 101 150
Source: Flower News, various issues available at http://europa.eu.int/
comm/environment/Ecol abel/news/flowernews_en.htm

Inspite of these changes, the number of products with an EU ecolabel has
remained small, (Table 2). The label’s popularity is limited to a handful of
countries and product categories. It is most popular in Italy, Denmark and
France. These countries account for the largest number of products with
ecolabels. Out of atotal of 150, they account for 95 (63 percent) of the products
with ecolabelsin EU countries. In termsof product categories, the EU ecolabel
is largely popular in textile and paints/varnish product categories. In other
countries and product categories, the label’s popularity is extremely low.

Thelack of popularity for the EU ecolabel isparticul arly evident when compared
with some of the national ecolabels. For example, the number of EU ecolabels
taken by 1999 was only 41. Compared to this, 4000 products in the German
market had “Blue Angel” by the mid-1990s.

Besides, thereis evidence to show that consumersin many member countries
aremore aware of their national ecolabel schemes than the EU ecolabel .52 For
example, asurvey reported in 2001 that 56 percent of the people in Denmark
recognised its national ecolabel, Swan, while only 18 percent recognised the
EU label, Flower. The proportion of consumerswho are aware of the significance
of these labelsis even smaller —while 26 percent were reported to have some
knowledge of the Swan, only 4 percent knew about EU’sflower.*
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5.4 Reasonsfor theL ow Acceptanceof theEU’sEcolabel

5.4.1 Low Environmental Consciousness

Many trade and producers representatives emphasise that environmental
aspects play only a secondary role in consumers’ purchasing decisions.
Considerations of price, quality or personal taste are more important.
Environmental performanceisconsidered only if these other factors match the
consumers' preferences (e.g., if green products are not more expensive).>

In most industries, environmental products account for avery small niche. For
example, in Germany, in the case of textiles and clothing, the green niche
accounts for only 1-2 percent of the total market.®® A survey in the UK found
that manufacturers and retailers were not convinced that consumer demand
could be relied upon to transform markets. They felt that the level of
environmental awarenessinthe UK wastill limited —surveysreveal that many
people are concerned about the environment at a general level, but are not
prepared to pay morefor environment-friendly products. Price and performance
still appear to be more important considerations for the consumer than the
environmental factors.®

5.4.2 Lack of Awareness

Few consumers are aware of the EU’s ecolabel. In fact, even consumers who
would like to make their choice based on information concerning the
environmental impact of products are unaware of this scheme. For example,
although almost all (93 percent) consumersinterviewed for aconsumer survey
in the UK wanted action to ensure the truthfulness of environmental claims,
only 9 percent were aware of the EU’s label > On the whole, fewer than 10
percent of all EU consumers are reported to be aware of ecolabels.

A limited number of steps have been taken to popularise the EU scheme. For
example, EU agenciesresponsiblefor itsimplementation place advertisements
in newspapers, consumer magazinesand television. They a so provideretailers
with signs and brochures to display in their stores.® National Competent
Authorities carry out promotional plansin collaboration with major producers
and retailers. However, these efforts have not been adequate and, as aresult,
themajority of EU consumersare still unaware of the ecolabel system.

5.4.3 Higher Cost of Products with Ecolabel

Theecolabelling programmesrequire their participantsto undertake additional
costs not borne by producers of competing, non-ecolabelled products. These
costs can include higher-cost production methods, certification fees and
additional documentation requirements. Studies show that consumersare only
prepared to buy products with an ecolabel if they are not more expensive than
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other products.® They will not choose a product with an ecolabel if the cost is
higher than anon-labelled product.

5.4.4 Poor Response from I ndustry

The success of an ecolabelling schemelargely depends on industry’ sresponse.
Without the support and active involvement of companies, an ecolabelling
scheme is likely to fail. Producers need to be convinced of advantages
associated with the use of an ecolabel.®® As an Organisation for Economic
Cooperation and Devel opment (OECD) report on ecolabelling pointsout: ‘ This
goal is actually a necessity, for, if the use of environmental labels does not
increase sales or improve the product’s or company’s public image, then the
labelling programme is doomed to failure. As a voluntary market-based
instrument, environmental labelling will only be effectiveif it isaccepted and
used by manufacturersasamarketing tool. And thiswill only occur if consumers
accept the objectives and goal s of environmental labels' .5

For anumber of reasons, including thoselisted above, industriesin EU countries
have not shown much interest in the use of the EU ecolabel .2 Companies are
not certain of the market potential for ecolabelled products. Most of them are
sceptical about the scheme's viability, because it is still not widely known
amongst consumers and they believe that the costs of taking the ecolabel are
out of proportion to the benefits.®

Companies are reluctant to invest in the promotion of ecolabels. They would
likethe EU and national governmentsto invest in establishing ecolabelsin the
market. Once a large number of consumers become aware of ecolabels,
companies might become interested.®

Industry’s lack of enthusiasm is also based on the fact that ecolabels are only
for products and not for companies. It is preferable that the whole company
should be certified as eco-friendly, not just selected products,® and that
consumers should perceive a company, as a whole, to be socially and
environmentally acceptable. It isalso feared that the use of ecolabelsfor some
products may hurt the sale of othersand that consumers might wonder whether
other products of the company are not eco-friendly. It is for this reason that
even after receiving ecolabels for some of their products, many companies do
not use the label .% 8" Even companies with prestigious brands, which are very
sensitive to criticism from the media and public, are not always prepared to
display an ecolabel. They feel that an ecolabel |ogo would diffusetheimpact of
their brand.®®

In someinstances, an ecolabel isnot acceptable, asitisbelieved it could limit
the scope for new designsand innovations. Thisis particularly truein the case
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of fashion garmentsand footwear industries.® It isimportant to these industries
that their product ranges undergo changes every season. Also, each company
may introduce many lineswith hundreds of products. They feel that ecolabels
given to specific products are not suitable for their type of business, as the
cost of taking labelsfor each product will be very high.

5.5Impact of theEU’ sEcolabed

It isdifficult to say whether ecolabelling has resulted in the manufacture and
marketing of productswith areduced impact on the environment. Many critics
believe that the benefits of ecolabelling remain uncertain and are a matter of
judgement, as there is no mechanism for assessing and quantifying how it
contributes to the achievement of a government’s environmental priorities.™
Evidence of positive environmental effectsthat could be attributed to ecolabels
islimited to specific cases. A systematic assessment of the effects of existing
ecolabelling programmes on the environment is yet to be made.

It is, however, clear that ecolabels will only have a significant impact on the
environment when a large number of labelled products are available in the
market. At present, the number of such productsistoo small to makeasubstantial
contribution to the well-being of the environment.
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Chapter VI
EU’s Ecolabel and its Impact on
Exports from India

6.11ntroduction

There is a widespread concern that the EU’s ecolabel scheme is likely to
discriminate agai nst importsfrom devel oping countries.”™ Thisisfor anumber
of reasons:

The scheme lacks transparency and does not provide adequate
opportunitiesfor foreign producersto be aware of the existing and emerging
ecolabelling programmes. This is particularly serious for developing
countries, as their industries lack the resources to obtain information on
ecolabel programmesand their criteria.

The functioning of ecolabelling authorities is influenced by a variety of
stakeholders and pressure groups.” Of these, local industries are reported
to exercise the strongest influence. As a result, member states focus on
product groupsin which their industries have a strong presence, leading to
fearsthat ecolabels may be used to protect local/national industries.

The choiceof productsand criteriabased onlife cycle anaysisare dependant
exclusively on the environmental conditions and preferences of the
importing country and are not necessarily relevant to the environmental
conditions of the exporting countries.” For example, the EU’s ecolabel
criteriafor toilet paper and kitchen rollsfavour the use of recycled pulp and
reduced emission of sulphur-di-oxide (SO,). According to some of the non-
EU producers such as Brazil, the criteria discriminate against their
manufacturers, using virgin wood from ‘sustainable’ forest plantations.
Moreover, the criteria do not take into account the fact that Brazilian
producers largely use hydroelectricity, so that the standards concerning
SO, emissionsare not rel evant to the Brazilian environmental conditions.™
For ecolabels to be non-discriminatory, their norms will need to take into
consideration the differences between the environmental priorities of
developed and developing countries.
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e |n order to meet the criteria of EU ecolabels, companies in developing
countries may need to use new technologies, which may aready bein use
in the member countries. For example, the standards for tissue paper
developed by the Danish Ecolabelling Authority stipulate strict limits on
Absorbable Organic Halides (AOX) and SO, emissions. It isreported that
almost al Danish paper firms could already meet thecriteriaat thetimethey
were established.” Producersin developing countries, on the other hand,
will need to invest in new technology, thereby incurring loss of time and
higher costs.”® As most companies in developing countries have limited
financial, technical and manageria resources, the cost of introducing new
technologies to meet the ecolabel criteria of developed countries may betoo
high. These problemsare particularly acutefor small and medium-sized firms.

e The costs of testing and verification imposed by importers and their
representatives can be extremely high, especialy if they entail visits to
plantsin devel oping countries.” Theincreased cost could seriously affect
the competitiveness of exportersfrom developing countries. Also, incertain
countries, the technology required to carry out compliance tests may not
bereadily available.

e Developing countries are concerned as they have particular interest in
exporting many of the products included in the EU’s ecolabel schemes.
Examplesinclude leather footwear and textiles. There are fears that, asa
result of ecolabelling, devel oping countries could losetheir traditional export
markets.”

6.2 mpact on India’ sExport of L eather Footwear

6.2.1 Leather Footwear |ndustry in Europe

Thelarge mgjority of firmsin the European leather industry, including footwear
producers, are small. The average number of employees per company is about
20.™ |talian and Spanish companies are particularly small, employing on an
averageabout 12. Thelargest companiesarein France and Germany and employ
an average of 100 people. The companies in other EU countries lie between
these two extremes. Companies are generally carrying out family businesses
with along tradition.

Imports account for more than 50 percent of the leather goods traded in EU
countries. Chinaisthe biggest exporter, accounting for about 20 percent of the
market. Asimports haveincreased, productioninthe EU hasdeclinedin recent
years. The impact of imports has been particularly large in north European
countries: the leather industry in these countries has lost probably one-fourth
of itsindustrial capacity and one-third of itswork force during the last decade.
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Faced with increasing imports, many EU countriesfeel the need to protect their
leather industries. Thisdesireis particularly strong in regions where they are
concentrated. A decline of the industry is expected to have serious social and
economic impact in these regions.

The footwear industry has been improving its competitiveness through
restructuring and producing higher quality, value added products. It has
improved quality by adoption of new technology. Moreover, there has been a
shift in the market; the low value segment of the market isincreasingly being
replaced by medium-quality products, in which the European industry is still
competitive. However, inspite of the restructuring and the modernisation
undertaken in recent years, the European footwear industry continuesto face
challenges from cheap imports from developing countries. It isin this context
that theimpact of ecolabelson exportsfrom devel oping countriesisto be seen.

6.2.2 The EU Ecolabel for Leather Footwear

The ecolabdl in the leather sector appliesto all categories of shoes, including
sports and casual shoes. The criteria for the award of an ecolabel take
environmental aswell as performance considerations into account. The main
objectives of the ecolabel scheme are: a) reduction of water and air pollution
during the tanning process; b) minimising the risk of alergic reactions from
chemicals used during the fabrication and finishing stages; and c) the use of
recycled material for packaging. These shoes are required to be of a quality
comparable to that of conventional shoes.

Thedetailed criteriafor leather include the following:®

Emission of effluents during the tanning stage

e Theremust beat least an 80 percent reduction of COD (Chemical Oxygen
Demand) content in waste water from leather tanning sites. After treatment,
tannery waste water should contain lessthan 5 mg of Chromium [11/1.

Use of harmful chemicals during the fabrication and finishing of shoes
e Thetotal useof Volatile Organic Chemicals (VOCs) during final footwear

production must not exceed on average 20 to 25 g/pair (according to type
of shoes).

e Pentachlorophenol (PCP) and Tetrachlorophenol (TCP) and its salts and
esters should not be used.
No azo dyes should be used.
N-Nitrosamines should not be detected in rubber.
C10-C13 chloralkanes should not be used. Polyvinyichloride (PVC) use
(except recycled PVC for out soles) is banned. (There is a limitation of
certain substances used for recycled PV C).

e Cr(VI) should not exceed 10.
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e Arsenic (As), Cadmium (Cd) and Lead (Pb) should not be detected in the
final product.
Formaldehydein leather should not exceed 150 ppm.
Footwear should not contain any electrical or €lectronic components.

Use of recycled material
If cardboard boxes are used for thefinal packaging of footwear, aminimum of

80 percent recycled material should be applied. Plastic bags need to be made
from recycled material only.

Performance and durability
Occupational and safety footwear must carry the CE (European Conformity)

mark. Other footwear must be tested for uppers flex resistance and upper sole
adhesion.

6.2.3 Doesthe EU’s Ecolabel have an Impact on India’s Export of Leather
Footwear?
Theimpact of the EU’s ecolabel on India’s export of leather footwear would
depend on:

e thepopularity of the ecolabel and itsimpact on consumer choice of |eather
footwear;
theability of Indian firmsto meet the criteriaand obtain EU’secolabel ; and
the popularity of the ecolabel and itsimpact on consumer choice of leather
footwear.

The EU ecolabel scheme has been particularly unsuccessful in the case of
footwear; only a handful of firms have received the label .8 The number of
products with the ecolabel is very small. Further, the industry believesthat it
will be several yearsbeforethelabel becomes popular because environmental
considerations arereported to be particularly unimportant in consumers’ choice
of footwear.?? Thisisborne out both by anecdotal evidence and studies carried
out in member countries.®

Consumers concern is largely limited to the use of hazardous substances
[such as carcinogenic azo dyes and phencyclidine (PCP)] in footwear
manufacture.®* The use of these substancesis already banned in the footwear
soldin EU markets. Most consumers are unaware of the environmental impact
of the leather production process, including the discharge of effluents
contai ning chromium and other harmful substances. Giventhelack of consumer
interest in sustainable production of leather footwear, it is not surprising that
the footwear industry isinterested only in meeting the regul ations concerning
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the use of substances banned by EU governments. For the same reason, it is
not interested in using an ecolabel on its products.®

Interviews in EU countries also indicate that the ecolabel has been of little
importance in the footwear market.® Thisview is shared by many buyersand
their associations. For example, according to the British Footwear Association,
ecolabels do not have much relevancein the UK footwear market.®

Asit doesnot play animportant rolein the EU footwear markets, theimpact of
the ecolabel on the import of footwear from developing countries, including
India, isnegligible. Discussionswith stakeholdersin Europe and Indiasuggest
that ecolabels do not play any role in importers' choice of suppliers. Large
European companies such as Clark and Marks and Spencer, which import large
volumes of footwear from India, do not use them.® We aso find that most
Indian exporters, including some of the large companies, have not even heard
of the EU ‘Flower’ .8 Among those who are familiar with it, none had lost
business for not having the label.

If the ecolabel does not have an impact on exports, what about other
environmental norms? Even if they do not insist on ecolabels, do importers
expect |ndian companiesto meet certain environmental standards? 1t wasfound
that the effect of environment-related concerns on India's export of leather
footwear isnegligible. Inthe past, Indian exportershave faced somedifficulties
because of environmental factors. Thiswasin the early 1990s, when Germany
had imposed a ban on the use of certain substances in the tanning process.
However, inspite of theinitia difficulties, Indian companieswereableto replace
these substances with substitutes in a short time. For example, a study of the
leather industry in Tamil Nadu found that, within three years of the PCP ban,
only seven percent of all leather samples tested had more than the permitted
amount of PCP. Similarly, three years after the ban on the use of azo dyes, only
onein 129 samplesfailed the azo dye test.®

Discussionswith Indian and EU companiesindicatethat importersare primarily
interested in ensuring that banned substances are not used in leather
production. According to one interviewee, “buyers and sellers are happy
complying with minimum regulatory requirements’.** They are not concerned
about the environmental impact of production processes used by the Indian
leather industry.®? According to aleading exporter of leather footwear, in the
course of his negotiations with European customers, “sometimesin theinitial
stages they do make ‘some pious noises about environmental issues, but
these get drowned in the pressure of price-cutting and delivery issues.”
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There are some exceptions. For example, according to Clark (UK), which
procures six percent of its footwear from India (worth about £5mn a year),
environmental issues do play an important role in their procurement policy.
Clark follows an internal purchasing code called the responsible trading
programme, which includes environmental parameters.®® Another large buyer
of footwear from India, Marks and Spencer, claim that environment is an
important component of their Corporate Social Responsibility (CSR) concept.*
However, the study clearly suggests that, by and large, environmental issues
do not affect exports of |eather footwear from India.

While it is true that environmental considerations do not currently play an
important role in Europe’s footwear market, this situation may change. The
industry in EU countriesis already working on the devel opment and adoption
of technologies that can provide both improved environmental performance
and competitive advantage. Also, there are a number of projects to diffuse
these technologies. For example, the European Commission has been
organising an exchange of information between EU member states and the
tanning industry concerning the Best Available Technologies (BAT) in this
sector.®®

Effortsare al so being made to promote the ecolabel in the footwear sector. For
example, the Technological Institute for Footwear and Related Industries
(INESCOP), situated in Elda (Spain), is currently developing a project named
“Promotion of the European Eco-L abel for Footwear (ECOFOQT),” with the
support of the European LIFE-Environment Programme.® Thistwo-and-a-hal f-
year project, which began in October 2002, ismainly aimed at popularising the
European ecolabel amongst footwear manufacturersinthe EU, especialy small
and medium enterprises (SMEs) and traders.

If the situation does change and the EU’s leather footwear market becomes
more sensitive to environmental issues, the ecolabel may have an important
impact on India's exports. The influence may also increase, as the profile of
India's export of leather footwear is undergoing a change. In the past, alarge
majority of Indian firmsfocused on thelow-price end of the EU market. This,
however, is changing.

Anincreasing number of firmsare concentrating on quality asakey driver and
some have aready emerged as important players in the medium to high end
segment.¥” For example, take the case of Forward Shoes, which produces
primarily for Clark (UK). It is alarge company with a production volume of
575,000 pairsof shoes per annum, most of which are exported. 75 percent of the
company’s exports are in the mid-range market, while 10 percent is for the
higher end of the market. Only 15 percent of its exportsarein the lower price
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range, which are used for summer, Christmas and new year sales.® Another
large company, Florind, exports shoesin therange of US$100-US$200.* Other
largefirmsal so reported apreference for the medium and high price markets, as
they consider quality to be their important selling point.’® The potential role
for environmental concernsand ecolabel is, particularly large at the higher end
of themarket. Asan increasing number of Indian firms moveto the higher end
of the market, they are likely to become more vulnerable to the impact of the
ecolabel inthe EU.

6.2.4 Dol ndian Firmshavethe Ability to Meet the Criteriaand Obtain EU’s

Ecolabel for Leather Shoes?

If ecolabelsbecomeimportant, will Indianindustry be ableto meet thecriteria

and get ecolabel? The EU’s ecolabel criteriafor leather footwear requiresthe

following:

e asubstantial reduction of chemical oxygen demand (COD) and Chromium
[11/1 intannery effluent;

e areduction, or non-use, of harmful chemicals during the fabrication and
finishing of shoes; and

e theuseof recycled material inthe packaging.

Thisstudy suggeststhat theindustry will not face serious difficulty in meeting
thelast two criteria. However, most firmswill find it difficult to meet thefirst
stipulation. As mentioned in chapter 111, alarge number of Indian companies
do not comply with the effluent norms of India’s CPCB. Most of them lack the
financial and technical resources needed to adopt the necessary technology
and equipment. These companieswill face serious difficulty inimproving their
tanning facilities to meet the EU’s ecolabel criteria for effluent emission.
According to Indian firms, in most cases footwear importers do not help
exporting companies to become more sustainable.!® Their help is limited to
advice on the use of chemicals.

The study also finds that importers are not willing to pay more for products
made with environment-friendly leather. The international market for leather
footwear has become very competitive. Buyersare mainly interested in saving
costs and are not prepared to pay more for products with reduced impact on
environment. For example, some buyersareinterested in buying environment-
friendly products such as chrome-free shoes, but they are not prepared to pay
more to meet the increased cost. According to a large exporter, the use of
environment-friendly technologies (for exampl e use of vegetabletanning agents
to substitute for chrome) could raise the cost substantially (as much as 15
percent). The company sent a pilot consignment of shoes with chrome-free
leather (for testing purposes) but since they demanded a 15 percent higher

uTs™

44 o Ecolabelling: Is it a Visible Instrument for Trade Promotion? International



price, the importer has not responded. Discussions with major European
importers confirm this. According to one of them, “One can not charge more
for complying withtherules.” 1% According to aGerman company, itisunlikely
that footwear with ecolabel will get a better price, since the market is very
sensitiveto any priceincreaseswithout ajustifiable reason. None of theretailers
to whom it supplies footwear has asked the company about an ecolabel .1®

6.2.5 Social | ssues

While environmental considerations are not important, buyers have become
increasingly concerned about social issuesasamost all the Indian companies
interviewed reported. The large retail chains with well known brands, which
buy directly from Indian exporters, are already serious about compliancewith
socid norms. These normsare concerned with: the use of child labour; minimum
wages; and working conditions, including the availability of ventilation, light,
toilet, and general hygiene of the work place. Many of the large European
buyers corroborated thisview. For example, Marksand Spencer claim that they
will not conduct business with an exporter unless the latter follows minimum
standards laid out by them. According to its representative, “We would not
purchase even a single pair from a company which did not meet social
standards.” Another large buyer, Clark, also insists that it will deal only with
socially responsible exporters. Wallmart isreported to have used social audits
to short list Indian compani es before negotiating final terms.

Many importers get external consultants to conduct social audits. In some
cases, personal visits to the factory are also made. The audits are also used at
regular intervals to ensure that a supplier continues to follow the code of
conduct designed by theimporter. For example, Clark has been getting social
audits of its suppliers from India conducted every six months for the last two
years.

However, we do not find that social issues have affected India’s export of
leather footwear. Whileinitially exportersfaced difficulties, most firmsreport
that they are able to meet these norms without difficulty.’® It must also be
pointed out that thistrend islimited to largeimporters, especially retail chains
with well-known brand names. The majority of smaller buyers from Europe
continue to focus on price, quality and delivery schedules, and do not give
importanceto socia issues.!®™ |ntermediaries such as agents and buying houses
are also less concerned about social norms. The study finds that small Indian
firmsexport to small importers, who do not insist on any socia and environmenta
norms.’% The experience of one of the firms interviewed is typical of small
companies. The company sells about 30,000 pairs of footwear per year, al of
which are exported to the UK. Most of itsorders come from 5-6 buying agents
inthe UK. It operates at thelow end of the market: £5-8 per pair. Itsbuyersare
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mainly small shops and small wholesalers. Local agents visit the company to
negotiate on price and quality. If they find appropriate samples they place an
order. They do not ask questions about factory conditions and environment
performance.’”

6.2.6 What Can Be Done to Reduce the Potential I mpact of EU’s Ecolabel
on India’'s Exports?

As mentioned above, ecolabels do not yet have any impact on exports from
India and other developing countries. When ecolabel becomes important, it
could pose difficulties. What can be done in that eventuality? There are a
number of steps which can be taken, both by official agenciesand industry in
India (and other developing countries) and EU countries. These include the
following:

Transparency
The EU agencies responsible for the formulation of ecolabel criteria and its

implementation should provide equal access to information to firms from
developing countries. This would reduce the discrimination that is currently
built into theimplementation procedure.

Mutual recognition between ecolabelling schemes and eco-criteria
Thiswould imply aharmonisation of ecolabelling schemes across countries.1%®

If aproduct receives an ecolabel from one programme, it would automatically
beeligiblefor an ecolabel from other programmesfor agiven product category.
The process would require harmonisation of both criteriaand implementation
procedures.

Recognise the differences in environmental concerns
Presently, the EU’s ecolabdl criteriaare primarily based on the environmental

concerns of the member countries. Thiswill need to change. The criteriawill
need to be modified so asto berelevant to the environmental concerns of both
exporting and importing countries.

Technical assistance

Both EU and its member country governmentswould need to providetechnical
assistance to exporting companies to upgrade their manufacturing facilities
and adopt environment-friendly technologies. The donor agencies can also
play an important role in providing support.

Greater compliance with environmental regulations
At present theimplementation of environmental regulationsislax in devel oping

countries. Thiswould create difficulties, if companies have to meet stringent
environmental criteriato receive EU ecolabel (or itsequivalent). Itis, therefore,
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important that the governmentsin devel oping countries ensure compliance by
local industry with local environmental regulations.

Importing companies will need to provide assistance
Importing companies do not provide significant technical assistance to

exporting companies. They will need to build long term relationships with
exporting companies and assi st them in meeting the EU’s ecol abel criteria.
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Chapter VII
Conclusion and Recommendations

7.1 Conclusion

Recent years have seen anincreased use of ecolabelsas market instrumentsto
influence consumer choicein favour of environment-friendly goods. A number
of developed and developing countries have introduced these labels to
influence consumers and industry to behavein an environmentally responsible
manner. These ecolabelsinclude India's Ecomark and the EU’s Flower.

However, ecolabel s have met with limited success. While India s Ecomark has
been anear completefailure, the EU’s Flower has acquired limited acceptance
in only a handful of products. Examining the case of India’'s Ecomark, it was
found that the label has been taken by only five companies, and only one of
these uses it to sell products. A number of reasons are responsible for the
failureof Ecomark. Theforemost of theseisalack of demand for environment-
friendly products. For avery large majority of Indian customers, priceisthe
most critical consideration and environmental concerns do not play arolein
their choice of products. Moreover, the agencies responsible for popularising
Ecomark have not done a good job and, as a result, neither industry nor
consumersare aware of thelabel. Even when aware of thelabdl, industry isnot
prepared to use it asit finds that the procedure of taking Ecomark is complex
and time consuming. It is also unhappy about the linking of Ecomark with
quality parameters.

If Ecomark is to become an important instrument to promote environment-
friendly products, its acceptance both by industry and consumerswill haveto
beincreased. Governmental agencies, trade associ ations and consumer groups
have an important role in this. Their strategy must be based on a number of
fronts, including: increasing the awareness of both industry and consumers;
removing the constraints that discourage industry from using Ecomark;
providing positive incentives to industry through fiscal incentives and
preferential purchasing policies; and ensuring industry’s compliance with
environmental regulations.
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Thelast pointisparticularly relevant to the leather industry, which isthe focus
of this study. We find that the vast majority of tanning firms do not meet the
environmental standardslaid down by the CPB. Asthisisaminimum condition
for obtaining Ecomark, these firms are eligible. Most of these companies use
old and inefficient technol ogies and their effluents contain avery high load of
pollutants. While some progress has been made during the last decade, and a
number of tanneries have set up effluent treatment plants or joined central
effluent treatment plants, most of them still do not meet the standards. The
adoption of cleaner production technologies, which can reduce the output of
pollutants such as salt and chromium during the production stage, has also
been extremely limited. Asmost of thesefirmsare small and havelimited financia
and technical resources, their ability to upgrade their production facilitiesis
limited.

The government has provided financial support for the adoption of modern
technology in the past, but in most cases, this has been used for improving
product quaity with very littleinvestment in introducing environment-friendly
processes. Unless governmental agencies ensure better compliance and link
incentivesto the adoption of environment-friendly production technologies, it
isunlikely that the industry’s environmental performance will improve. This
also implies that even if it were interested, the leather industry would not be
eligiblefor the Ecomark.

Let usnow consider the EU’s ecolabel. The criteriafor thislabel are based on
a life cycle approach and product selection is based on environmental and
market considerations. The principleisto choose productsthat havethelargest
potential impact on the environment. While more successful than India's
Ecomark, the EU’s ecolabel has also failed to make a serious impact on the
market. About 150 ecolabels have been awarded to EU companies, most of
which belong to France, Denmark and Italy. Also, asmall number of product
groups, including textiles and paints/varnish account for the majority of
ecolabels. For most other products, the influence of the EU’s ecolabel isvery
small.

By and large, thereasonsfor thelack of popularity of the Ecomark andthe EU’s
ecolabel aresimilar. Theseincludealack of environmental consciousnessamong
consumers, lack of awareness of ecolabels among industries and consumers,
the high cost of products with ecolabels and the unwillingness of consumers
to pay morefor these products. Further, in both cases, industry isreluctant to
usethelabel asit might affect the sale of its non-labelled products. However,
there is one important difference: while most companies in the EU already
havethetechnical capability to meet the criteriaon which the EU’secolabel is
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based, Indian firmswould need to make large investmentsto meet the Ecomark
criteria

Animportant part of thisstudy wasto examinetheimpact of the EU’secolabel
on the export of leather footwear from India. The study finds that the EU’s
ecolabel has been particularly unsuccessful in the case of leather footwear. In
fact, it hasno presencein the market. Clearly, thisalso impliesthat, at present,
ecolabelsdo not affect India s export of leather footwear. Social issues, such as
the use of child labour, minimum wages and working conditions, are found to
play agreater role.

However, thissituation may change. There areindicationsthat theimportance
of environmental factorsin theleather footwear market isincreasing. A number
of initiativesto popul arise ecolabelsfor |eather footwear are al so being taken.
Large Indian exporters are moving into the higher end of the market too. As
this segment of market is more sensitive to environmental issues, ecolabels
have a greater potential to influence consumers.

If the situation changes and ecolabel sbecomeimportant, will thisaffect India's
export of leather footwear? The study findsthat in such an eventuality India's
export of |eather footwear would be seriously affected.

If the EU’secolabel becomesimportant, what can be doneto reduceitsimpact
on India's export? There are a number of measures that can be taken by
government agencies and industry, both in India and the EU. These include:
greater transparency in formulating and implementing the ecolabel schemes;
mutual recognition between ecolabelling schemes and equival encies between
criteria; and setting criteriawhich takes account of environmental concernsin
exporting countries and technical assistance to exporters both by EU
governments and importing companies and donor agencies. Moreover, the
Indian Government would need to ensure greater compliance by industry.
Unless these steps are taken, Indian industry may face serious difficulties
because of ecolabels in the future.

7.2 Recommendations

It isimportant that steps are taken by the various stakeholders (including the
agencies responsible for the implementation of the ecolabelling schemes,
industry, consumersand NGOs), both in Indiaand Europe, should increasethe
effectiveness of the Indian ecolabel scheme and reduce theimpact of theEU’s
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ecolabel on exports from India in the future. Based on the findings of the
study, the recommendations are summarised bel ow:

7.2.1 To promote Ecomark in I ndia, the Government should:

e increase awareness of environmental issues;

e delink Ecomark from the quality aspects of aproduct;

o simplify the procedure of obtaining Ecomark;

e providefinancial and technical support to industry to adopt environment-
friendly technologies (thisis especially important for the leather sector, as
alarge number of thefirmsare small);

e createamarket for productswith Ecomark by theuse of procurement policies,
giving preference to products with Ecomark; and

e ensure better co-ordination between the various agencies dealing with the
enforcement of environmental regulations, Ecomark and fiscal policies. This
is particularly important if better enforcement and financial incentives are
to be used to promote the Ecomark.

Agencies Responsible for the Implementation of the Ecomark Scheme should:
o focusecolabelling ontheimprovement of loca environmental performance,

and not promote exports. There are other, more effective policy instruments
to promote exports;

e take Indian conditions into account while devising Ecomark criteria.
Especialy, takeinto account thetechnical and financial limitationsof Indian
industry and the low purchasing capacity of amajority of the consumers;

e ensure independence and autonomy of the agencies responsible for the
implementation of the Ecomark. This will increase the efficiency of the
scheme;

e increase efforts to publicise the scheme. Create greater awareness of
Ecomark, both among consumers and industry; and

e increase the involvement of NGOs and consumer groups in the
implementation of the scheme.

NGOs and Consumer Groups
e increase public awareness of environmental issues and the importance of

Ecomark.
e put pressure on the government and industry to ensure that compliance
with environmental regulationsisimproved.

7.2.2 Toreducethefutureimpact of the EU’sEcolabel on exportsfromIndia

e boththe EU and itsmember country governments should providetechnical
assistance to exporting countries to upgrade their manufacturing facilities
and adopt environment-friendly technologies.
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Ecolabelling Agencies (EU and member countries)

e Theprocessof implementing ecolabelling schemesin the EU should be
made more transparent. EU agencies should provide adequate
information to the Indian Government and industry.

e The differences between the environmental concerns of various
countries should be recognised. Also, the technological and financial
capacities of firmsin India (and other devel oping countries) should be
taken into consideration while devising Ecolabel criteria.

e There should be mutual recognition and equivalence between
ecolabelling schemes in various countries.

Industry (EU)

Companies in EU countries will need to build long term relationships with
exporting companies and assist them in meeting the EU’s ecolabel criteria. In
some instance, they may need to provide technical assistance to exporters
fromIndia
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These include a number of studies carried out by the German Environmental Agency.
Interviews with Christian Loewe, Boettcher Tiedemann (Experts: Blue Angel and
Ecolabelling) and Brigitte Zietlow (Industry Expert: Textiles and Leather), Federal
Environment Agency (Germany)

In fact, even with regard to health risks associated with hazardous substances, footwear
have received much less attention than some other products such as textiles. This is
largely because shoes do not usually come into direct contact with the skin.

UNCTAD (1999), “Profiting From Green Consumerism in Germany: Opportunities
for Developing Countries in Three Sectors. Leather and Footwear, Textiles and Clothing,
and Furniture Analytical Studies on Trade, Environment and Development”, United
Nations Conference On Trade And Development Geneva, 1999, available at http://
www.unctad.org/en/docs/ditcted3_en.pdf

This is the view of amost al the representatives of industry, government and consumer
organisations interviewed by us for the study.

Interview with Niall Campbell, CEO, British Footwear Association, UK.
Many of the large buyers have their own norms.

For example, Farida Group has 2500 employees with 2 tanneries and 5 factories. Its
annual turnover is approximately US$60mn and its major markets are USA, Germany
and UK. Its major exports are in the range of US$10-18. which is the middle to upper
range. They are not aware of Ecomark and ecolabel. This includes companies which
are under pressure from the buyers to meet certain environmental and social standards,
is not aware of Ecomark and ecolabels.Another large company (Marina Exports) with
annual turnover of about US$5mn and 240 employees. 80 percent of its exports are
to Germany. It is not aware of ecolabel. It says that the buyers have not mentioned
ecolabels at al. The Indian representative of MAGIC, which is the world's largest
trade fair organiser, also did not know about ecolabels. In fact, only one company
(KAY TEE Industries, New Delhi) reported that was aware of EU ecolabels. Interviews
with the representatives of companies.
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Interview with Matthias Buck, Ministry of Foreign Affairs, Environment Division,
Germany
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“Report on the promotion of competitiveness and employment in the European
footwear industry”, Commission Staff Working Document, Commission of the
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97 Discussion with Abdul Sattar Khan (CLE Policy Division), Chennai
98 Discussion with R Subramanian and Kanzur Rahuman (Forward Shoes), Chennai

99 Large Indian firms are not interested in the very low price high volume business. This
market is dominated by Chinese firms. The Indian firms could not supply to Wallmart
as the price (US$8.00 per pair) was too low. Discussions with R Subramanian and
Kanzur Rahuman (Forward Shoes), Chennai and T Rafeeq Ahmed (T Abdul Wahid and
Company), Chennai.

100 Choudhary International presents another example. Until recently the company used
to export low value leather shoes but in the last two years it has changed its product
profile as the market for low value products has become very competitive. Today, the
company operates exclusively at the high end of the European market. It has recruited
Italian designers and has introduced several new innovative designs. Discussion with
Manjit Singh Narula (Choudhary International), Mumbai.

101 Interview with R Otten Buying Manager, Garantschuh GMBH

102 Interview with Jay Vick, Managing Director, Carlton Shoes, UK.

103 Interview with R Otten Buying Manager, Garantschuh GMBH

104 However, Indian firms some time face difficulties due to cultural and socia differences
between India and the western countries. For example, a child accompanying his
mother to the factory where she works, was considered by inspectors as child labour.
The firm explained that the child accompanied the mother to the factory as there was
no one else at home to look after him. But the inspectors were not convinced.

Interview with P K Dey, Executive Director, Indian Leather Products Association,
Calcutta

105 Interview with Ramesh Rastogi, (Director, RUS EXIM Pvt. Ltd Buyer Representatives
and Comprehensive Quality Assurance Services), New Delhi

106 Sanjay Choudhary, MD Excelsior Leather Pvt. Ltd., Calcutta
107 Interview with Ashok Abrol, Director, (Norso Footwear), New Delhi

108 Sachin Chaturvedi, Gunjan Nagpal, “WTO and Product-Related Environmental
Standards. Emerging Issues and Policy Options”, EPW Special Article, January 4,

2003 http://www.international -food-saf ety.com/docs/epwspecial .doc.
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Annexurel
List of Interviewees

European Commission, Brussels

1 Representative of Directorate General (DG) Environment

2 Representativeof (DG) Trade

3. Representative of Directorate General DG Enterprise (Textiles, Leather and
Toys Division)

Government Ministriesand Departments

4. MatthiasBuck, Environment Division, Ministry of Foreign Affairs, Germany

5. Christian Loewe, Boettcher Tiedemann (Experts: Blue Angel and
Ecolabelling) and Brigitte Zietlow (Industry Expert: Textilesand L eather),
Federal Environment Agency (Germany)

6. CharlesCox, DEFRA (Department of Environment, Food and Rura Affairs),
UK

7. M QAnsari, Senior Scientist, Central Pollution Control Board, New Delhi

Resear chers

8. Jan Henke, Senior Economist, Kiel Institute of World Economics
9. GangaRadhakrishnan, Centre L eather Research Institute, Chennai
10. B N Das, Centre L eather Research Institute, Chennai

Consumer Groupsand NGOs

11. Bjarne Pederson, Consumers International, Environmental Policy Officer,
UK

12. Otmar Léll, Policy Officer, Sustainability and Consumer Affairs, Germany,
(Federation of German consumer organi sations)

Industry Associations

BJ

13. Stefan Mall Representative, German Footwear Retailers Organisation,

14. Nidl Campbell, CEO, British Footwear Association, UK

15. Mauro Di Maolfetta, Promozion Officer Associazione ItalianaManifatturieri
Pelli e Succadanel (AIMPESIMIPEL), Italy

16. Edoardo Bolis, Associazione Nazionale Calzaturifici Italiana, Italy

17. FulviaBacchi , Unione Nazionale IndustriaConciaria(UNIC), Italy
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18. Maria Antonietta Corsico, National Association of Italian Manufacturers
of Footwear, L eather goods and Tanning Machinery, ASSOMAC, Italy
19. ElisabettaScaglia, Conciaricercaltaia, Italy

India

20. Emmanuel, Indian Leather Industry Foundation (Prior UNIDO)

21. Abdul Sattar Khan, Policy Division, Council for Leather Exports, Chennai
22. IndiraMishra, Regional Director, Council for Leather Exports, Kanpur

Importers(EV)

23. R Otten, Buying Manager, Garantschuh GMBH, Germany

24. Anwar Ansari, Marketing Manager, Ecotex, Germany

25. Steve Trebble, Buying Manager, Clarks Shoes, UK

26. Jay Vick, Managing Director, Carlton Shoes, UK

27. Rolland Hill, Sustainability Manager (Sustainable supply chains),
Marks and Spencer, UK

28. Steve Galahad, Proprietor, TerraPlanalnternational, UK

Manufacturersand Exporters(India)

29. R Subramanian and Mr Kanzur Rahuman, Forward Shoes, Chennai

30. Nisar Ahmed, Florind Shoes, Chennai

3L T Rafeeq Ahmed, T. Abdul Wahid and Co., Chennai

32. Mohammed Saleem, Bonaventure Shoes, Chennai

33. R Shankar, Ponds ExportsLtd., Chennai

3. R Venkatasubramanium, MarinaExportsLtd., Chennai

35. Rafeeque Ahmed, Farida Shoes, Chennai

36. Prashant Asthana, International Representative, MAGIC, New Delhi

37. Ravi Gulati, “UniekeLeren Collectie”, New Delhi

38. Sirgj Ulhag, Golden Footwear, New Delhi

39. Ashok Abrol, Director, Norso Footwear, New Delhi

40. Ramesh Rastogi, Director, RUSEXIM Pvt. Ltd., Buyer Representativesand
Comprehensive Quality Assurance Services, New Delhi

41. PK Tikku, Managing Director KAY TEE Industries, New Delhi

42. RK Jain, GM and Viju Abraham, Export Manager, Euro Foot Wear Ltd.,
Kanpur

43. Vinay Sanan, Executive Director and Mr. Sarab Bhatti, Deputy General
Manager (Exports), Superhouse L eathersLtd., Kanpur

44. Arshad Khan, Director (Exports), Super Tannery Ltd., Kanpur

45. A RKhare, GM (Operations), Suri ShoesLtd., Kanpur

46. Manjit Singh Narula, Choudhary I nternational, Mumbai

47. Ashok Poddar, Director, Classic International, Cal cutta
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48. P K Dey, Executive Director, Indian L eather Products Association, Calcutta

49. Mani Almal, President, Indian Footwear Components Manufacturers
Association, Calcutta

50. Ajay Mall, Managing Director, Mallcom (India) Ltd., Calcutta

51. Sanjay Choudhary, MD Excelsior Leather Pvt. Ltd., Calcutta
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Annexurell

Illustrative list of Ecolabelling programmes

Country Nameof Programme Commenced
Germany Blue Angel 1977
Canada Environmental Choice Programme | 1983
Japan Ecomark 1939
Nordic Countries | WhiteSwan 1989
United States Green Seal 1989
Sweden Good Environmental Choice 1990
New Zea and Environmental Choice 1990
India Ecomark 1991
Austria Austrian Ecolabel 1991
Republicof Korea | Ecomark 1992
Singapore Green Label Singapore 1992
France NF—Environment 1992
Netherlands Stichting Milieukeur 1992
European Union European Flower 1992
Crodtia Environmentally Friendly 1993

uTs™

International

Ecolabelling: Is it a Visible Instrument for Trade Promotion? & 67




Annexurelll

Report on the Outreach Meeting of the project
“ Qustainable Production in the Leather Industry as a

Tool for Enhanced Market Access”
Room XXV, PalaisdesNations, Geneva, Switzerland

Tuesday, 2" November 2004

A meeting washeld in Genevaon November 2, 2004, to discussthe findings of
astudy of “Ecolabelsin Indiaand the European Union and their Impact on the
Export of Leather Productsfrom India”’, undertaken by Ghayur Alam (Centre
for Sustainable Devel opment) on behalf of CUTS. The main objective of the
meeting was to discuss the findings of the study with stakeholdersin EU, UN
agencies and representatives of various countries based in the UN and
diplomatic missions.

Rajeev Mathur (CUTS), described the background and obj ectives of the study.
Thiswasfollowed by apresentation by Ghayur Alam

Alam introduced the research study by describing its main objectives. These
are: to examine the effectiveness of voluntary labelling schemesinimproving
the environmental performance of industry; to study the influence of these
schemes on exports from developing countries and to examine whether
sustainabl e production can help devel oping countriesto increasetheir exports
to developed countries. He also described the methodology and emphasised
that the study isbased on extensivefieldwork, consisting of detailed discussions
with alarge number of companies, officials, researchers, NGOs and consumer
groupsin Indiaand EU countries.

Alam’s presentation focused on two issues: the performance of India’'s Ecomark
schemein leather industry and theimpact of the EU’ s ecolabel on the export of
leather productsfrom India.

Alam divided therest of his presentation into two separate, though interrel ated
sections. First he described the Ecomark scheme of India and concluded that
the scheme has not been very effective. Although the Scheme wasintroduced
more than a decade ago, only a handful of companies have taken Ecomark.
None of theleather producers hastaken thelabel. The study identifiesanumber

uTs™

68  Ecolabeliing: Is it a Visible Instrument for Trade Promotion? International




of reasons for thelack of Ecomark’s popularity. Some of these are common to
all sectorsandinclude: alack of promotional efforts by government agencies;
a dearth of consumer demand; no interest from industry, which sees no
advantage in taking the label; the complexity of procedures, leading to cost
and delays. Thereasons specific to leather are: amajority of firmscarrying out
tanning use old and inefficient technologies which are highly polluting; the
majority of thesefirmsdo not have approval from their State Pollution Control
Boardsand, therefore, are not eligiblefor Ecomark. Furthermore, many of these
firms have limited financial and technological resources and can not afford to
invest in new technologies.

He concluded this section by emphasising that Ecomark should be seen only
asapart of the effortsto promote sustainable production. It would be effective
only when thereisan awareness of, and demand for, environmentally friendly
products and processes.

Thenext part of Alam’s presentation dealt with theimpact of the EU’ s ecol abel
on India's export of manufactured goods in general and leather products in
particular. He described the essential elements of the EU’s ecolabelling scheme
and examined its effectiveness. Based on areview of literature and discussions
with a large number of stakeholders in EU countries, he concluded that the
ecolabelling scheme has met with only limited success in these countries. Its
role in the leather sector is particularly small. He further concluded that, as
ecolabels do not influence the behaviour of customersin EU countries, their
impact onIndia sexportsisalsosmall. Thisisalso confirmed by Indian exporters
of leather goods, who havefaced no difficultiesinimporting countries because
of ecolabels. The study, however, found that social issues are beginning to
play aroleininfluencingimporters choice of suppliers.

This situation may change soon as many companiesin the EU aretaking steps
toimprovetheir environmental performanceand arelikely to take ecolabels. If
alarge number of productswith ecolabels become available in these markets,
their impact on exportsfrom devel oping countries, including India, will increase.
This could have asignificant effect on India's exports of leather goods to the
EU markets.

Alam'’s presentation was followed by comments by two discussants, Doaa
Abdel Motaal (Counsellor, Trade and Environment Division, WTO) and Rene
Vossenaar (Chief, Trade, Environment & Development Branch, UNCTAD)
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The pointsraised by Motaal in her commentsinclude the following:

The success of ecolabels depends on the demand for environmentally
friendly products. For this reason, government policies must ensure that
awareness of, and concern for, environmental issuesis increased.

Countries should be clear about the reasons for introducing ecolable
schemes. The success of the schemes will largely depend on how clearly
the objectives of the ecolabelling are incorporated into the designing of
their criteria. If they wish to use ecolabelsto promote exports, developing
countries should ensure that the ecolabel criteria take into account the
concerns of the major importing countries. On the other hand, if the main
purpose is to use ecolabels to improve local environmental conditions,
then local concerns should be given greater importance.

Some of the environmental objectives of ecolabelling schemescan only be
met through strict implementation of thelaw.

The justification for ecolabelling should be the improvement of
environmental performance, and not the promotion of exports. There are
other, more effective policy instrumentsto promote exports.

Thereisaneed for more empirical dataand studieson theimpact of ecolabels
on exportsfrom devel oping countries. Only then can we answer thequestion:
Do ecolables provide devel oping countries with awindow of opportunity
or achallenge? For thisreason thisstudy isvery useful. It findsno evidence
that ecolabelsare abarrier to trade. As ecolabelsare voluntary, companies
arefreeto sell without them. On the other hand, the mandatory requirements
in importing countries that have to be complied with are a more serious
threat to exports from devel oping countries.

Developed countries must ensure that their standards (both voluntary and
compulsory) are non-discriminatory in nature and that the process of setting
standards and criteria is transparent. It is very important that the
governments and companies in developing countries receive advanced
information so that they can make preparation to meet new challenges.

In his presentation Vossenaar described UNCTADs work in the field of
ecolables, which showed that they are not very effective in the European
market. The restrictions on the use of certain chemicals are largely related to
health and safety, and not environmental concern. He also discussed the
following issues:
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Trade and environment issues are often linked.

Socia standardsare becomingimportant barriersto trade. Many firmsfrom
developed countries are insisting on compliance with social standards by
their suppliersin developing countries.

Timely information on standards is the key to success in adapting to
restrictions on imports. Firms in developing countries need help in this
area.

Thereisaneed for greater co-operation between devel oped and devel oping
countries, to help thelatter improve the environmental performance of their
industries. The donor agencies can a so play animportant roleinincreasing
theability of firmsin devel oping countriesto adopt environmentally friendly
technol ogy.

The ecolabel criteria need to be upgraded from time to time to take into
account new scientific and technical developments.

The comments by discussants were followed by open discussions in which
participants expressed their views. Some of the points raised were:

1

Stricter enforcement of regulations may be a more effective tool of
environmental policy than voluntary labelling. In some situationsthereis
no alternative to regulation and its efficient implementation.

There are too many ecolabels in the EU. This creates confusion in the
minds of customers and poses difficulties for industry. Thereisaneed for
harmonisation of variouslabels.

Ecolable criteria should be dynamic and take into account changes in
technol ogy.

International agencies should provide moretechnical help to companiesin
developing countries so that they can improve their environmental
performance and take ecolabelsin the EU, if necessary.

The meeting concluded with avote of thanks by Rajeev Mathur (CUTS).
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AnnexurelV

Report on the National Meeting of the project

“ Qustainable Production in the Leather Industry as a

Tool for Enhanced Market Access’
January 24, 2005, Indial nter national Centre, New Delhi.

Rajeev Mathur of CUTS-International welcomed the participants and in his
introductory address elaborated on the activities of CUTS, in general, and the
activitiesundertaken in thefield of ecolabelling, in particular.

R Gopalan, Joint Secretary, Ministry of Commerce and Industry was the next
speaker.

Gopalan expressed the hope that the study will provide guidance on the “ path
forward” on trade related concerns arising from ecolabelling requirements.
Currently ecolabelling isbeing discussed in World Trade Organisation (WTO)
as part of the Doha Work Programme. There is a high possibility that eco-
labelling can becometechnical barrierstotrade (TBT).

Indiadid not subscribe to any TBT definitions on the Life Cycle Assessment
(LCA) of ecolabelling schemes. Indiasupportstransparency in standards setting
process. Indiaislooking for establishing mutual recognition and equivalency
agreements with other countries to obviate the difficulties arising from
ecolabdlling.

The problems with ecolabelling are: multiplicity of standards; consumer
awareness; and lack of technical assistance from the importing countries.

I SO 14000 isthe common standard. But anormal firm hasto spend Rs10-20lacs
for meeting the criteria apart from audit fee and recurring costs.

There are market opportunities with standardisation. Consumer’s
consciousness about standardisation is also changing.

In the discussion that followed, questions were raised by the participants on
the government’s effortsto meet the challenges; credibility of the certification
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process; and insufficient coordination by the various ministries and agencies
linked to standardisation.

Responding to the questions, Gopal an pointed out that in India people seldom
take standardisation seriously. Theindustry also showsdisinterest and refrain
from the process of standardisation. Even the participation of Bureau of Indian
Standards (BIS) in 1SO isnot to the desired level.

Regular coordination meetings between the ministriesand agencies have started
taking place. Yet, thereisstill lack of infrastructurefor forming aplatform of al
the stakeholders for swift responses to the problems from eco- labels.

Ghayur Alam presented the findings of the studly.

Many of the Indian |leather companieswere not aware of the Ecomark. Consumer
awarenessof Ecomark was poor. Environment init self isnot seen asanimportant
factor in purchasing decisions. The producers also do not factor thisin their
business decisions.

In the export markets, Indian companies do not face demands on ecolabels.
However, there are demands on socia standards. The consumers in the
European Community (EC) do not take into account ecolabels on their
purchasing decisions. Asaresult, the net impact of the ecolabels onthe Indian
leather exportsisneutral.

But ecolabels could become more important in future as the standardisation
processispicking up paceinthe EU. Thereisaneed for the Indian government
to come out with more support measures for the Ecomark.

Mutual recognition and equivalency of standards could helpinironing out the
possible problems from the differences in standards across countries.

Manab Chakraborty, discussant on the report, raised the following points.

e He started by saying that the report provides no new information on the
sustainability issuesintheleather sector. Thequestion, further, iswhether
the European Union recognises the Indian Ecomark?

e Thereport does not discuss how ecolabelling works under the ambit of the
WTO.

e Thereshould beenquiry ontheimpact of labels on the different components
of the industry.

e The impact of ecolabels should also be studied through econometric
analysis.
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e Why should we be bothering about the ecolabelsif thereis no immediate
danger; and asthe study has showed that impact of ecolabelling on leather
exportsis neutral?

e |t should also be studied, why the labelling system is successful in some
countrieswhile not at all effectivein others?

e Firm specific surveys are also needed to complement the industry level
analysis.

e Takeinto account the effectiveness of ‘ certification’ schemes as opposed
to the labelling schemes.

e The effectiveness of self-declarations by the producers should also be
gauged.

e “Traceability” inleather isanissuefor ensuring sustainability of theleather
sector.

M Q Ansari of CPCB, the second discussant begun with a brief introduction of
the Ecomark scheme.

He refuted the view expressed in the study that the Ecomark standards are
stringent and the procedures for acquiring the label are lengthy. He said that it
takes only 3-4 months with testing taking up time, which is unavoidable.

The process is further simplified for the leather sector. The Ecomark label
demands compliance only on 3- 4 parametersfor leather products.

He brought to the notice of the house that five companies have acquired the
Ecomark. (3 paper companiesand 2 eco-board companies)

He also refuted the view expressed in the meeting by participants that the
coordination between the various agenciesinvolved in standardisation is low.
There has been increased coordination between the ministriesand departments
in the recent past.

Prempal of Footwear Technology Institute said that there were efforts to try
out the central pollution control system in certain places but compliance was
low. In singletanneriesit isvery difficult to comply. Moreover, financeis not
available for ecolabelling. Further, the Ecomark should be detached from the
ISl requirement and simplified. Substitutes of |eather area so gaining popul arity.

Astanaof Footwear Design and Development Institute (FDDI) said we haveto
make Ecomark mandatory for awarding |SI mark if it hasto be effective.
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Products meant for exports are coming for testing and productstargeted at the
domestic markets do not test for their environmental worthiness. Monetary
incentives should be introduced to make the scheme more popular.

Participants from consumer organisations wanted strict enforcement of the
Ecomark. But that would mean that Ecomark |oosing its voluntary character.
They also asked for incorporating the consumer’s point of view into the report.
Few consumer groups argued for a combination of self-regulation and
mandatory regulation.

Representative of BlSclarified that thereare 9-10 different productsare awarded
the Ecomark. Thereislack of cooperation on the part of theindustry when BIS
istrying to reach out to them.

Priti Srivastava of MoEF pointed out that the study should be exploring the
various possibilities under the WTO. On de-linking of ISl requirement from
Ecomark, she said that consumers would not shell out money just for
environmental friendliness; quality should also be amajor criterion.

The study should also mention about the alternatives to the leather products
that are in vogue.

Outcomesof themeeting at aglance

1 Needtoinclude an analysis of the ecolabelling under the WTO.

2. Explain how the ecolabels could become non-tariff barriers, especially when
they are found to be unimportant by the study.

3. Explain the divergence between voluntary and mandatory labelling
requirements.

4. Consumer’s perspective should be further emphasised.

5. Industry perspective should also be emphasised further.

6. Enquirehow acommon platform can be built for better coordination between
different government bodies.
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AnnexureV

CUTS-CITEE's Work on Environmental 1ssues

Ecofrig Campaign

During 1998-2001, a campaign on environment-friendly refrigerator was
undertaken (Ecofrig project). The objective wasto continue with the effort of
increasing awareness among consumers on environment-friendly products,
lobby with refrigerator industry to supply environment-friendly refrigerators
to Indian consumers and advocate with decision makers for an enabling
environment. The national campaign included rallies, meetings and media
interaction. The initiative reached a milestone when the first Ecofrig was
launched in January 2001. This was supported by the Swiss Agency for
Development and Cooperation (SDC), Switzerland.

CUTS expects to become the National Partner in Indiato conduct awareness
generation and information dissemination on CFC phase-out targeting the
RAC (refrigeration and air conditioning) servicing sector. United Nations
Environment Programme (UNEP) has approached CUTSfor this project to be
implemented during 2005-2008.

Lead Acid Battery Project

Following its focus on environmental labelling and environmentally-sound
technologies and practices, a project titled “targeted lobbying and training
initiative to promote the ‘ Ecomark’ for primary batteries/cells and facilitate
environment-friendly lead-smelting” was undertaken with support of Ministry
of Environment and Forests (MoEF), Government of India. The project reached
a milestone when some of the recommendations were included in the final
version of the Battery (Management and Handling Rules) that was enacted in
200L

Advertisngand Sustainable Consumption

With increasing popularity of ‘green consumerism’ incidents of misleading
environmental claim areontheriseglobally, including India. In India, whilethe
industry is interested to go for self-declared claims they were often found
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indulging in misleading claims violating the International Organisation of

Standards (1SO) 14021 guidelines. CUTS documented a case study, to show:

e How industry is misleading or cheating Indian consumers through
mi sl eading/fal se environment claims?

e Industry justification to mark environmental claimsasamarketing ‘fad’ is
guestionable.

e How the industry has been avoiding the Ecomark scheme and trying to
abort it?

Awar eness Gener ation on Atmospheric | ssues

CUTS has undertaken an effort to increase awareness of elected legislatorsin
South Asia on Atmospheric Issues (Ozone Depletion and Climate Change).
Thisisajoint effort with South AsiaWatch on Trade Economics & Environment
(SAWTEE) and United Nations Environment Programme's OzonAction
Programme,

Awareness generation and sensitisation work on Ozone Depleting Substance
(Regulation and Control) Rules 2000 led to increase in registration of ODS
using units operating in the refrigeration and air conditioning sector of West
Bengal over 475 percent within a period of one month.

Concept Testing of Green Consumption

With the support from the Ministry of Environment & Forests, Government of
India, CUTS has undertaken this project in 1997-98. A pilot survey was
conducted in four metropolitan cities of India and the results (with analysis)
were published in the form of adocument.

Eco-labelling: Does(Should) OneSizeFit All?

Ecolabelling is one of the important policy tools available for environment
protection. The practice of supplying information on the environmental
characteristics of a commodity to the consumers is called ecolabelling.
Ecolabelling schemes try to inform consumers fully about the product they
purchase, with regard to theimpact of production process of the environment
ingeneral.

Theresearch report provides adevel oping country’ s perspective on the problem
of harmonisation of ecolabels at the international level. The study includes
analysis of conceptual issues; comparative costs of application for ecolabels
and trade barrier issues arising out of the harmonisation demands. A
comparative analysisof differing criteriarequirementsfor three products across
ecolabels from eight countries are presented to substantiate the case that
across countries the environmental valuation differs and so do the standards.
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The study found that differencesin standards across countries are an outcome
of the country-specific needs and choices; and harmonisation of standardsis
untenable.

Tradein Environmental Services: An Indian Perspective

The Ministry of Environment and Forests (MoEF), Government of India,
commissioned the study * Trade in Environmental Services' to CUTS. It deals
with opportunities for trade in environmental services. Historically, these
opportunitieswere limited as this sector is prone to natural monopolies. Until
recently, governments were reluctant to allow private ownership of natural
monopolies that provide essential services, for fear that they would exploit
consumers.

The situation in India is changing as a consegquence of pressure to achieve
environmental objectives in an economically efficient way. New ways have
been found to create markets for environmental services.

This study analyses the impact of liberalisation on the Indian environmental
industry. It also discusses the modes of supply for environmental servicesand
certain barriers that restrict supply to foreign markets. Finally, it presents an
analysis of commitments made by a number of WTO members, and based on
that it suggests a negotiating strategy for India on environmental services.

LinkagesBetween Environmental Standardsand Poverty: A PeopleCentred
Approach

Environmental degradation and poverty are major threats to the world. These
two are entwined in a complex way by which each reinforces the other and
makesit even moredifficult to control both, particularly for poor countriesthat
experience resource constraints. They have often been made the cause of
conflict of interests between the poor South and therich North and remain two
important issues that question the propriety of the process of globalisation.

This advocacy paper explores the possible linkages between environmental
standards and poverty reduction. It provides a conceptual analysis of issues
likethe problem of poverty, impact of poverty on environment; and theimpact
of environmental standards on poverty. It analyses how environmental
standards that focus on preventing use of resources could dilute the ability of
the poor to gain capabilities to rise above poverty and affect the over all
welfare and stability in the poor countries. Alternatively, the paper points out
the need for measures to ensure stable income to the poor to raise their
capabilities and reduce environmental degradation.
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