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Environmental Labeling: Scope of this Report

Labeling programs can be classified according to a number of program characteristics, as
illustrated on the following figure (Figure 1). The most important is whether the program relies
on first-party or third-party verification®. The former is performed by marketers on their own
behalf to promote the positive environmental attributes of their products. Programs relying on
first-party verification are not addressed in thisreport. Third-party verification is carried out by
an independent source that awards labels to products based on certain environmental criteria or
standards. Environmental labeling programs can also be characterized as positive, negative, or
neutral. Positive labeling programs typically certify that 1abeled products possess one or more
environmentally preferable attributes. Negative labeling warns consumers about the harmful or
hazardous ingredients contained in the labeled products. Neutral labeling programs simply
summarize environmental information about products that can be interpreted by consumers as
part of their purchasing decisions. Third-party environmental |abeling programs can be further
classified as either mandatory or voluntary. Mandatory programs include hazard or warning
labels, and information disclosure labels. Voluntary |abels are typically positive or neutral, and
are further classified as either report cards, seal-of-approval, or single-attribute certification
programs.

The US programs covered in this report include mandatory government programs, voluntary seal-
of-approval programs, single-attribute programs, hazard warning programs, and information
disclosure programs. Due to the scope of this report, not every labeling program that may bein
existence today is covered (e.g., food is not covered), and the report should not be seen as a
comprehensive study of all labeling programs worldwide. The report presents a snapshot of the
major environmental labeling programs in existence during the research phase for which
information was available.

! Verification refersto an evaluation process or determination that products or services meet specified
criteriaor claims.

Scope of Report Xiii
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Figure 1: Classification of Environmental Labeling
Environmental Labeling

/\

First-Party Third-Party
Environmental Labeling Programs Environmental Labeling Programs
Product-Related Corporate-Related Mandatory Voluntary
Hazard or Information
Warning Disclosure :
(eg. Pesticides, (e.g., EPA fuel Environmental
Prop. 65) economy label) Certification
Programs
Claims Cause-Related
(e.g., Recyclable) Marketing  Cause-Related Promotion of

(eg. "Proceeds  Marketing ~ Corporate Env.
donatedto..”)  (eg., Company  Activity or

supports WWF) - performance

Report Seal of Single
On Products In Ads Card  Approvd Attribute
or Shelf labels Certification
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Environmental Labeling Issues, Policies, and Practices Worldwide

1. Introduction

Thisresearch is part of the EPA’ s overall effort to educate and inform product users about the
environmental attributes and consequences of products they purchase. It documents the state of
environmental labeling worldwide and provides a basis for anticipating trends.? This report
focuses on environmental |abeling efforts aimed specifically at retail consumers; however, many
of the labeling activities and programs covered have non-retail applications. The findings are
expected to educate and inform those who may be directly affected (e.g., environmental policy
makers, product manufacturers, organizations/governments making large purchases of consumer
products) or indirectly affected (e.g., trade officials) by environmental labeling programs on the
operation and development of environmental labeling programs. This report should also advance
the debate about the utility of environmental labeling programs.

The term “environmental labeling” covers a broad range of activities from business-to-business
transfers of product-specific environmental information to environmental labeling in retail
markets. Labels, aswell as other labeling program activities, serve a variety of purposes and
target a number of different audiences.

At one end of the spectrum, business-to-business environmental labeling includes activities such
asthe provision of Material Safety Data Sheets (MSDSs), product stewardship programs, hazard
communication programs, and product manifests. All of these activities are meant either to
provide industrial customers and workers with information on the health, safety, and
environmental effects of the products they purchase or to encourage them to use these productsin
ways that minimize their eventual impact on human health and the environment. At the other
end of the spectrum, environmental labeling programs have been established worldwide to help
consumers evaluate the environmental attributes of the products and services they are considering
buying. Inthiscase, the term “consumer” is not limited to private citizens but includes
governments and large institutions seeking to incorporate environmental considerations into their
procurement processes.

One goal of such programs, typicaly, isto promote environmental improvement by encouraging
consumers to choose products and services considered to be environmentally preferable.’

2 This report builds on the Status Report on the Use of Environmental Labels Worldwide (EPA Document
#742-R-9-93-001) by updating findings and documenting changes.

 Ga ning more prominence in the past few yearsis the environmental certification of certain service
industries such as hotels. Issues such as water conservation and energy efficiency are among the environmental
attributes most frequently evaluated. For ease of presentation, the term “products’ will be used throughout the

Introduction 1
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Related information dissemination activities include, but are not limited to, the Environmental
Protection Agency’s (EPA) Consumer Labeling Initiative (CLI), the Environmentally Preferable
Procurement (EPP) Program and other numerous product labeling programs, the International
Organization for Standardization’s (ISO) efforts to develop standardized environmental labeling
criteria, and the Federal Trade Commission’s (FTC) guidelines for making environmental claims.
Additionally, there are information disclosure activities among U.S. state programs. For
example, the state of California s Proposition 65 program mandates that information on a set of
listed toxics be disclosed on product labels. Similarly, Vermont’s Household Hazardous
Products Shelf Labeling Program requires retailers to place alabel on store shelves that stock
household products containing hazardous materials. These types of programs do not lead to
product labeling per se, but provide consumers with added information about the products they
purchase.

Information concerning the health and environmental effects of products and product constituents
is currently available through a number of pathways, of which labeling isjust one. Much of this
information is already generated by manufacturers and is available at various stages of product
manufacture. For some but not all products, environmental information may be passed on to
retail customers (see Chart 1-1).

Chart 1-1: Flow of Information from Manufacturers to Consumers

Reprocessing
LM anufacture Point of »Use » Disposal
and Distribution Purchase
Raw » Finished Used
Materials products products

Environmental Manufacturersy —— Consumers
Information retailers

For example, the Occupational Safety and Health Act (OSHA) requires manufacturersto
generate an MSDS that includes a description of the product’s physical and chemical properties,
aswell asits health, fire, and explosion hazards. MSDSs must be provided to workers, industrial
customers (e.g.., formulators and distributors) and Local Emergency Planning Committees.

report to refer to products and services.

2 Introduction
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Warning information is required by the US Department of Transportation (DOT) during
interstate transport of hazardous materials such as explosives, flammables, radioactive materials,
and pathogens. Many of the chemical manufacturing, formulating, and distributing sectors have
adopted the tenets of product stewardship. Companies practicing product stewardship take a
“cradle-to-grave’ approach to their products by encouraging the safe use and disposal of their
products after they have been sold to industrial customers. Product stewardship can take the
form of voluntary services offered to customers in the form of brochures, training videos, and site
audits, as well as mandatory requirements that determine whether or not the company will sell or
ship to a specific company. The Chemical Manufacturers Association’s Responsible Care
Program is one example of a product stewardship program. These information dissemination
activities serve different purposes and typically, neither reach the general public, nor are
organized into aformat that would be readily understandable by consumers. With the current
increase in consumer right-to-know initiatives, particularly in the US, and interest in itsuses as a
soft policy tool, the demand for environmental labeling has been increasing.

The type of information presented on labels varies widely, depending on issues specific to the
product and whether labeling is mandatory or voluntary. For example, products subject to the
Federal Insecticide, Fungicide, and Rodenticide Act (FIFRA) requirements must carry labels that
list the active ingredients in the product, first aid statements, environmental, physical and
chemical hazards, directions for use, and instructions for storage and disposal. Other products
may carry voluntary labels specific only to environmental attributes such as the percent of post-
consumer recycled content of the product or its packaging. Note that these examples all describe
characteristics of the product during use or disposal: some labels may also present information
about the manufacture of the product. For example, categories like resource consumption,
energy use, pollutant releases to the environment, and workplace and ecosystem effects may be
addressed.

Environmental |abels provide an opportunity to inform consumers about product characteristics
that may not be readily apparent. For example, it may be unsuitable to pour unused cleaning
product down the drain, due to the product’ s potential aquatic toxicity. Additionally, labels allow
consumers to make comparisons among products. Armed with this information, consumers have
the ability to reduce the environmental impacts of their daily activities by purchasing
environmentally preferable products and minimizing their consequences during use and disposal.
Labels help consumers vote their preferences in the marketplace and therefore potentially shift
the market toward products that minimize environmental impacts. Label information helps
consumers to use safely and properly recycle or dispose of both products and packaging.

The purpose of thisreport isto provide an overview and analysis of environmental |abeling
programs worldwide. Chapter 2 provides an overview of environmental labeling from the
perspective of the United States. The chapter sets out some important background issues,
history, and definitions, all of which are critical to understanding the development of
environmental labeling to date, as well the future outlook for US programs. Chapter 3 describes
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the types of environmental labeling programs, including specific definitions of program types.
Chapter 4 presents an overview of environmental labeling programs worldwide. Topics covered
include program breadth, methodology, recent changes, and coordination with other programs.
Summary statistics are also provided. In Chapter 5, the forces affecting environmental labeling
programs, such as public/societal interests, consumer interests, retailer’ s interests, producer’s
interests, operating costs/profits, standardization, and procurement programs are discussed.
Chapter 6 discusses recent program changes and possible future trends. Finally, Appendix A
summarizes the labeling programs covered in this report, and Appendix B provides detailed
program summaries. The findings and summaries contained herein are based on a number of
efforts that provide complementary research, including EPA's direct experience with
environmental labeling and labeling programs, EPA's involvement in related governmental
initiatives, literature reviews and investigations into labeling and program administration, and
EPA's coordination with domestic and international programs.

4 Introduction
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2. Environmental Labeling: The US Perspective

2.1. Background

In all of the seven major industrialized nations (the “G7"), continual efforts have been made to
compile environmental performance information specific to awide range of products and
services.* Such information is disseminated to consumers through hundreds of |abeling
programs, both governmental and non-governmental. These programs are implemented at
various points throughout the manufacturing process, from raw material extraction to use and
disposal. It isimportant to note that environmental labeling has practical implicationsin the
marketplace, where goods and services compete for consumers, as well as public policy
implications for governments, which are typically charged with the protection of environmental
quality -- a“common good” owned collectively by society. Labeling inthe USis no longer
separable from labeling activities in foreign countries, such as ecolabeling programs, nor from
international activities, such as the International Organization for Standardization (1S0)14000
standard-setting process. Thus, the scope of this report focuses on US programs, yet includes
active foreign “ecolabeling” programs.

In smple terms, environmental |abeling is defined as making relevant environmental information
available to the appropriate consumers. Environmental labeling is the practice of labeling
products based on awide range of environmental considerations (e.g., hazard warnings, certified
marketing claims, and information disclosure labels). Labeling contributes to the
decision-making process inherent in product selection, purchasing, use and disposal, or
retirement. Y et unlike most regulations that affect the behavior or actions of alimited number of
entities (e.g., facilities or companies), labeling is designed to influence all consumers. Inthis
context, the definition of “consumers’” encompasses all individuals and organizations making
purchase decisions regarding products and services, ranging from procurement officers of
governments and corporations to individual retail consumers. Environmental labeling often also
affects manufacturers and marketers as they design and formulate products that must compete
based on quality, price, availability and, to varying degrees, environmental attributes.

Current initiatives to harmonize programs worldwide and to establish labeling standards
recognize the diversity among the many types of environmental 1abels and the many programs
now active. Some programs highlight just a single attribute of a product, such as the recycled
fiber content of paper; others examine multiple attributes. Some programs, such as those
developing automobile fuel economy labels, are neutral (i.e., they make no comparisons among
similar products), while other programs attempt to identify environmentally preferable products
for the consumer. Some, such asthe US Environmental Protection Agency's (EPA'S) pesticide
labeling program, establish mandatory requirements (typically issued by the government as part

4«G-7" consists of Canada, France, Germany, Italy, Japan, USA, and the UK.

Environmental Labeling: The US Perspective 5
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of statutory requirements), whereas other programs are operated by independent third parties and
aretypicaly voluntary. Another form of labeling includes self-declarations made by
manufacturers. While many programs target the retail consumer, programs such as EPA's
Environmentally Preferable Products (EPP) program target institutional decision-makers, e.g.,
federal procurement officials.

Each of these labeling and program characteristics is closely related to the underlying

methodol ogies used to evaluate the products environmental attributes. The most comprehensive
methodol ogies examine a product's entire life cycle, from material extraction, through
production, to use and disposal. Whereas there is no single established standard, life cycle
approaches are the most commonly used by labeling programs. Life-cycle approaches are usually
adopted due to the difficulty of selecting asmall set of attributes to represent what are in fact
complex site-specific environmental consequences. Some programs, however, such asthe US
Energy Star program, assess products on alife-cycle approach but look primarily at asingle
characteristic of whether products meet energy-efficiency criteria

Whereas much debate exists surrounding what constitutes an optimal program, and what
information and format are most useful to those making purchase decisions, all such efforts
contribute to the generation and dissemination of environmental information in the marketplace.
Furthermore, the increased amount of information regarding environmental attributes and
performance affects manufacturers upstream by pressuring them to take environmental attributes
into consideration when designing or manufacturing their products. Overall, the combined effect
is greater availability and use of such information in the US and in other marketplaces throughout
the world.

2.2. Environmental Labeling in the US

Much of the current research on environmental 1abeling programs focuses on the emerging third-
party environmental labeling programs. (Third-party labeling programs use an independent
source for their verification process.) Most of these programs are designed to either identify
environmentally superior products or to inventory the products environmental impact or burden
categories (so that consumers can make such determinations themselves). While such programs
exist in the US and many foreign markets, they do not and cannot represent the full spectrum of
environmental labeling. Inthe US, such programs are relatively new compared to third-party
environmental labeling programsin other countries, which are typically run by governments.
Furthermore, there are tremendous differences among the missions of US programs. The
existing US government programs often exist to implement specific requirements of statutes or
regulations. For example, to be effective, hazard/warning labels typically are mandatory, and
usually only governmental authorities have the power to impose such requirements on all
products in the marketplace.

6 Environmental Labeling: The US Perspective
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From a domestic perspective, environmental labeling in the US encompasses over 20 programs.
In addition to the governmental warning labeling programs mentioned above, there are a so:

> federal government programs dealing with disseminating relative performance
information, such as the Energy Guide;
> governmental and private programs establishing performance or attribute standards and

collecting information for decision-makers, although not necessarily involved in point-of-
purchase labeling;

> private third-party programs, issuing both neutral and positive labels;

> environmental marketing claims made by manufacturers and marketers with guidance
issued by the Federal Trade Commission; and

> federal, state, and local hazard warning programs.

Taken collectively, the labeling activities and coverage (re: product categories) of these programs
play asubstantive role in the US marketplace. The fact that US labeling is dispersed among
many different programs requires greater attention to coordination, particularly during bilateral or
multilateral harmonization and negotiations.

Since the creation of the Pesticide Labeling Program in 1947, EPA and its prior organizational
entities have been involved in product evaluation and the administration of an environmental
labeling program. Today, EPA isinvolved in 13 such programs, ranging from warning labels
under the Toxic Substances and Control Act to the development of standards, used in the
Agency's own Green Buildings and Energy Star programs and life cycle research for selected
products and processes. (A full list of these programsis presented in Chapter 4.) EPA isaso
involved in other governmental programs, such as the Energy Guide for appliances, whichis
administered jointly with the Department of Energy.> Finally, EPA has contact in some form
with amost all environmental labeling programs, both foreign and domestic. Such contact
ranges from intermittent briefings and discussions, to exchanges of technical information used in
developing standards to joint participation in International Organization for Standardization
(ISO) activities.

Environmental labeling in the US marketplace is both active and wide-ranging. Consequently,
the model of a single centralized labeling program does not fit the US experience, nor isit
warranted, given the number of longstanding programs in existence and lack of a (federal)
mandate to consolidate such activities. Summary information and the interrel ationships among
environmental labeling programs, both US and foreign, are examined in detail in the following
chapters.

°All of these efforts involve research efforts, some of which resulted in published reports, such asthe
Satus Report on the Use of Environmental Labels Worldwide, The Use of Life Cycle Assessment in Environmental
Labeling, and Determinants of Effectiveness for Environmental Certification and Labeling Program.

Environmental Labeling: The US Perspective 7
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3. Definition of Environmental Labeling

Labeling programs can be classified according to a number of program characteristics (see Chart
3-1). One of the most important is whether or not the program relies on first-party or third-party
verification.® The former is performed by marketers on their own behalf to promote the positive
environmental attributes of their products.” Programs relying on first-party verification are not
addressed in thisreport. Third-party verification is carried out by an independent source that
awards labels to products based on certain environmental criteriaor standards. Environmental
labeling programs can also be characterized as positive, negative, or neutral. Positive labeling
programs typically certify that labeled products possess one or more environmentally preferable
attributes. Negative labeling warns consumers about the harmful or hazardous ingredients
contained in the labeled products. Neutral labeling programs ssmply summarize environmental
information about products that can be interpreted by consumers as part of their purchasing
decisions. Third-party environmental labeling programs can be further classified as either
mandatory or voluntary. Mandatory programs include hazard or warning labels, and information
disclosure labels. Voluntary labels are typically positive or neutral, and are further classified as
either report cards, seal-of-approval, or single-attribute certification programs. A classification
of each type of positive, negative, and neutral labeling program is presented on the following

page.

6 Verification refersto the process by which an assessment and/or verification determines that products and
services meet specified criteria or claims.

" Attributes refer to certain unique characteristics of the product.

Definition of Environmental Labeling 9
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Chart 3-1: Classification of Environmental Labeling

Environmental Labeling

/\

First-Party Third-Party
Environmental Labeling Programs Environmental Labeling Programs
Product-Related Corporate-Related M andatory Voluntary
Hazard or Informatl on
Warning Disclosure -
(eg. Pesticides, (e.g., EPA fuel Envi r.?f‘me.’nta'
Prop. 65) economy label) Certification
Programs
Claims Cause-Related
(e.g., Recyclable) Marketing  Cause-Related Promotion of

(eg. "Proceeds  Marketing ~ Corporate Env.
donatedto..”)  (eg., Company  Activity or

supports WWF)  performance

Report Sedl of Single
On Products In Ads Card Approval Attribute
or Shelf labels Certification
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3.1. Positive Labeling Programs

Third-party verification programs are typically voluntary in nature and identify positive or
neutral environmental aspects of a product. Labeling programs focusing on the positive
attributes of a product are divided into two types: seal-of-approval (the most common) and
single-attribute certification programs. They are described below.

Seal-of-Approval Programs

Seal-of-gpproval programs award or license the use of alogo to products that the program judges
to be less environmentally harmful than comparable products, based on a specific set of award
criteria. The operation of each such program differs dlightly, but in general they follow athree-
step process. product category definition, development of award criteria, and product evaluation.
First, product categories are chosen. These categories can generally be suggested by either
manufacturers or program officials. Once a product category has been decided upon, criteriaare
set for receiving alabel within that category.

These criteria are usually based on some form of life-cycle consideration, (not necessarily afull
life-cycle analysis (LCA)). Thereisusually apublic review of program decisions. After criteria
are set, applications are received, candidate products are evaluated, and awards are granted. In
generd, criteriaare reviewed about every three years, and contracts have to be renewed. The
review processis designed to provide for a continuous tightening of award criteria, such that only
asmall percentage of products will qualify for the label, thus providing an incentive for all other
product manufacturers to improve the environmental attributes of their products. It isacomplex
task requiring the consideration of many factors, including environmental policy goals, consumer
awareness of environmental issues, trade positioning, effects on imports and exports, and
economic effects on domestic industry. Well-known seal-of-approval programsinclude
Germany’ s Blue Angel, Canada s Eco-logo, and the US' s Green Seal.

Seal-of -approval programs tend to have similar administrative structures. In atypical program,
the government’ s environmental agency isinvolved to some extent. In some situations a
government agency administers the program; in others they simply provide informal advice or
funding. The bulk of the responsibility rests with a central decision-making board typically
composed of academics and scientists, business and trade representatives, consumer groups,
environmental groups, and government representatives. Technical expertise is provided by the
government, standards-setting organizations, consultants, expert panels, and/or ad hoc task forces
established to work on specific product categories.

Single-attribute Certification Programs

Single-attribute certification programs certify that claims made for a single-attribute of a product
meet a specified definition. Such programs define specific terms such as “recycled” or
“biodegradable” and accept applications from marketers for verification that their product
attribute meet the program definition. If the programs verify that the product attributes meets
their definitions, the program awards the use of the logo to the marketer. The primary single

Definition of Environmental Labeling 11



certification program in the US is the Scientific Certification System’s (SCS) Single Claim
Attribute Certification. Alternatively, programs can set definitions of claims and manufacturers
must meet these requirements. Thisisthe case with the US Energy Star program, which sets
stringent energy-efficient standards that products must meet before being awarded the “Energy
Star.”

3.2. Negative Labeling Programs
Hazard/Warning Labels

Hazard or warning labels are mandatory labels that appear on certain products containing
potentially harmful or hazardous ingredients. The purpose of such labelsisto point out the
negative characteristics of the product clearly and encourage the safe use of potentially hazardous
products. Hazard or warning labels are typically mandatory programs that are initiated by a
third-party (e.g., agovernment agency), which require that information be disclosed to consumers
for health and safety reasons. Alternatively, manufacturers may voluntarily provide
hazard/warning information on their products for liability purposes.

Well known hazard/warning labels in the US include pesticide labeling under FIFRA, which
provides important warnings and advice for users; the Surgeon General’ s warnings on cigarettes;
and the skull and crossbones label on poisons. Warning labels specific to health hazards include
the State of California s Proposition 65 (see Program Summary Appendix for greater detail),
which requires chemicals known to cause cancer or developmental or reproductive toxicity to be
listed by the governor. Warnings must also be provided by businesses for a number of specific
reasons, which include intentional exposure of individuals to these listed chemicals at significant
levels.

Proponents of such disclosure warning labels claim that manufacturers will remove the offending
chemicals rather than suffer the market setbacks (e.g., adverse publicity and loss of market share)
that a hazard/warning label might cause. They argue that this approach provides a stronger
incentive to reformulate products (to avoid hazardous ingredients) than would a voluntary
environmental certification program. If true, the results/benefits of such an approach would be
more certain to cause marketplace shifts.
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3.3. Neutral Labeling Programs
Information Disclosure Programs

Unlike hazard/warning labels, which identify negative attributes, information disclosure
programs are neutral. That is, the label contains summary facts that can then be used by
consumers in making their purchasing decisions. One important requirement of information
disclosure programs is that information needs to be simplified and comparable across products.
Since the facts disclosed are not aways positive selling features and may not otherwise be
reported by marketers, information disclosure programs are usually mandatory. Unlike
hazard/warning labels, which usually are mandated for health and safety reasons, information
disclosure labels are devel oped because the program believes that consumers have the “right to
know” about the product.

Perhaps the best known information disclosure label isthe US Food and Drug Administration’s
(FDA) nutrition label. The food label must appear on most processed food sold in the US;
labeling of unprocessed fruits and vegetablesis voluntary. Examples of environmental
information disclosure labels include the automobile Fuel Economy Information Program and the
Energy Guide program. The Fuel Economy Information Program is an EPA/Department of
Energy (DOE) initiative; the Energy Guide isan EPA initiative. The automobile Fuel Economy
Information Program requires that a label listing the mileage rating be affixed to all new cars and
trucks sold. Begun as avoluntary program in 1973, it soon became mandatory for auto makersto
report the mileage rating of new vehicles. The Energy Guide program requires that a |abel
disclosing energy consumption per year or an energy efficiency rating be affixed to certain
household appliances, such asrefrigerators, refrigerator-freezers, freezers, water heaters, clothes
washers, dishwashers, furnaces, room air conditioners, central air conditioners, and heat pumps.

An interesting hybrid of the information disclosure label is the battery labeling program. This
program, administered by the EPA Office of Solid Waste, requires that alabel appear on certain
batteries and rechargeable consumer products, stating the chemica name (nickel-cadmium or
lead) and the phrase "BATTERY MUST BE RECY CLED OR DISPOSED OF PROPERLY ."
While this type of labeling is mandatory and presents neutral information (the chemical name), it
also notifies users/consumers of their legal obligation to dispose of the product properly.

Report Cards

The report card label, one type of information disclosure label, uses a standardized format to
categorize and quantify various impacts/burdens that a product has on the environment. Specific
and consistent information (for example, pounds of air emissions) is presented on the label,
allowing a comparison across categories. By providing the consumer with standardized detailed
information and little interpretation, the report card allows consumers to make judgments based
on their particular environmental concerns.

In the US, Scientific Certification Systems (SCS) has prepared an eco-profile that can be applied

Definition of Environmental Labeling 13
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to any product category. These eco-profiles are based on alife-cycle assessment (LCA), whichis
the first step in the more comprehensive Life Cycle Stressor Effects Assessment (LCSEA). The
SCS eco-profile evaluation is a multi-step process involving the identification and quantification
of inputs and outputs for every stage of aproduct’slife cycleincluding raw materials extraction,
material processing, manufacturing, distribution, use, and disposal. Based on the assessment,
three claims of achievement may be certified:

> certified environmental state-of-the-art,
> certified environmental improvements, and
> certified environmental advantages.

14 Definition of Environmental Labeling
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4. Overview of Labeling Programs Worldwide

4.1. Introduction

This chapter provides an overview of avariety of different types of labeling programsin the US,
and primarily voluntary, seal-of-approval, programsin other countries. The majority of the
overseas programs covered in this report are government- or quasi-government-run programs.
Typicaly, thereis one such nationa (voluntary) labeling program in each country. In contrast,
the US, lacking such a national labeling program, has a variety of different types of programsin
operation. The US programs covered in this report include mandatory government programs,
voluntary seal-of-approval programs, single-attribute programs, hazard warnings programs, and
information disclosure programs. Charts are provided throughout this chapter to illustrate the
discussion; often, these charts are used to show the difference between the programsin the US
and the rest of the world.

Due to the scope of this report, not every labeling program that may be in existence today is
covered (e.g., food is not covered), and the report should not be seen as a comprehensive study of
all labeling programs worldwide. Thereport presents a “ snapshot” of the major environmental
labeling programs in existence during the research phase and for which information was
available. Unless otherwise noted, the chartsin this section include all programs surveyed as
part of thisreport.

Section 4.2 provides some fundamental information about |abeling programs, such as label and
program type, how programs are administered and financed, and changes to programs over the
years. Section 4.3 includes several maps that show the geographic distribution of the labeling
programs covered in thisreport. Section 4.4 provides an overview of the reasons environmental
labeling programs are initiated, as well as the methodol ogies used by each program to establish
product categories and award criteria. A discussion of the ways in which environmental |abeling
is being used today, either for procurement purposes or in trade, is given in Section 4.5. Section
4.6 provides a brief discussion of the changes that have occurred in labeling programs. Finally,
Section 4.7 describes the efforts countries are making to coordinate their environmental labeling
programs with each other.

4.2. Fundamental Information

This section helps to define the basics of existing environmental |abeling programs by
summarizing information and characteristics fundamental to each environmental labeling
program. Characteristics discussed include program and label type, program administration,
financing, and age, as well as number or range of product categories and awards. It should be
noted that certain program characteristics are frequently linked. For example, programs
identifying negative product attributes are, by necessity, mandatory. Furthermore, mandatory

Overview of Labeling Programs Worldwide 15
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programs are typically administered by governments, since environmental regulations may
provide them with the authority to require mandatory labeling. In the case of the State of
Cdlifornia’s Proposition 65, considered to be a hazard warning program, businesses that
knowingly expose individualsto any of alist of chemicals are required to provide awarning of
such exposure. Most seal-of-approval programs, however, are third-party and voluntary. As
their name implies, such programs award labels for (relative) positive environmental attributes.

For alisting of the programs covered in this report, refer to the overview table in Appendix A.
For detailed summaries of the programs contacted and included in this report, refer to the reports
in Appendix B.

Program Type

The programs reviewed issue one of three kinds of labels: positive, negative, or neutral. Most of
the programs discussed in this report award positive labels indicating to the consumer that the
environmental attributes of the labeled product in some way outperforms the environmental
attributes of other similar products. Certification of the positive environmental attributes of a
product provides manufacturers with an incentive to apply for an environmental |abel in the
hopes of capturing more market share and improving corporate goodwill.

Negative labels, on the other hand, are typically required by law and are used to present the
hazards associated with use and disposal of the product. For example, Vermont’s Household
Hazardous Product Shelf Labeling Program requires all retailers stocking household products
containing hazardous constituents to identify those products via a shelf label. Given that most
regul ations establish guidance only, mandatory labeling programs require a statement of fact, and
do not necessarily result in a comparable labeling format or information across products. In
addition, differing requirements across jurisdictions for mandates that are not updated to reflect
the current state of the economy can result in clutter on the label and/or higher labeling costs for
marketers.

Neutral labels, such asthe US Energy Guide, ssmply report summary facts about the product and
allow consumers to make their own judgments based on their particular concerns. Such labels
can also provide information for manufacturers and others who may use the information for
internal use (e.g., benchmarking studies). The container’s size, however, may dictate how much
neutral label information can be included.

16 Overview of Labeling Programs Worldwide



As shown in the following chart, there is an fairly even split in the number of positive, negative,
and neutral US programs covered in this report. As mentioned above, however, the mgjority of
other countries' programs covered in this report are positive programs, reflecting the fact that
most of these are seal-of-approval programs (see Chart 4-1).

Chart 4-1: Program Type
(based on programs reviewed)

Program
Positive Negative Neutral
Outside Outside Outside
UQS USs U5S US U7S US
31 0 2

-
<
L
=
-
O
o
(@
L
>
—
- -
O
o 4
<
<
o
Ll
2
=

Overview of Labeling Programs Worldwide 17




-
<
L
=
-
O
o
(@
L
>
—
- -
o
o
<
<
o
L
2
=

Participation

Participation in labeling programs can be either mandatory or voluntary. This report includes
voluntary programs worldwide and mandatory and voluntary programsin the US; due to the
scope of this report, not every existing program was surveyed. Of the programs surveyed, most
are voluntary (thisis exclusively so for the programs outside the US). US programs covered in
thisreport are fairly evenly split between mandatory and voluntary programs (see Chart 4-2).

Chart 4-2: Participation in Labeling Programs
(based on programs reviewed)

Participation

Mandatory Voluntary
US Outside US Outside
3 usS 12 usS
0 31

With voluntary programs, manufacturers choose to participate in a program and typically submit
an application for a specific product to be labeled. To encourage manufacturers to participate,
emphasis is placed on the positive attributes of a product. Because these programs are propelled
by their market influence, manufacturers apply for alabel when it increases their product’s
marketability as well astheir competitive edge.

Mandatory programs, on the other hand, can require the identification of negative product
characteristics, and are typically one element of aregulatory approach to consumer and
environmental protection. For example, the US battery labeling requirements mandate that
rechargeable cadmium and/or lead batteries carry labels that inform users of the contents of the
batteries and indicate that batteries must be recycled and/or properly disposed. Whether or not a
program is mandatory or voluntary will influence the extent and type of information about
environmental attributes on labels in the marketplace. Typically, mandatory programsresult in
more comprehensive dissemination of information in the marketplace, since all ssimilar products
arerequired to carry alabel.

18 Overview of Labeling Programs Worldwide
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Label Type

The types of labels awarded by programs fall into the following categories. seal-of-approval,
single-attribute, hazard warning, information disclosure, and report card. Most programs
discussed in this report award “ seal-of -approval” labels; they license use of a seal (label) for one
or more superior product characteristics. These programs generally evaluate multiple attributes of
a product and employ some form of life-cycle assessment (LCA) to evaluate the environmental
impacts of the product. (LCA isa process that encompasses consideration of all aspects of the
manufacture of a product from natural resource extraction to product disposal.)

Some of the programs contacted analyze only a single product attribute and award a label
certifying the environmental preferability of only that attribute. For example, Germany’s Green
Dot program certifies that packaging manufacturers participate in an established source reduction
or recycling program for consumer packaging waste. As mentioned above, hazard warning
programs identify the negative attributes of a product and are generally mandatory. Finaly,
information disclosure programs and report cards both present neutral summary information on
an established set of environmental attributes.

The choice of label type by program will have an effect not only on the level of information
consumers receive about environmental attributes, but on the way in which they are likely to
interpret thisinformation. For example, single-attribute |abels provide information on only one
environmental attribute. Report card labels provide information on a number of environmental
attributes. While the single-attribute label may suggest to the consumer that the product has an
environmentally preferable attribute, this may not be the attribute that the consumer cares most
about. Alternatively, while the report card label may present information on all the attributes the
consumer cares about, the consumer may not be able to judge the overall environmental
preferability of the product. To better understand the relationships among label type,
participation and program type, Table 4-1 compares the associations among these various
categories.

Overview of Labeling Programs Worldwide 19
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Table 4-1: Participation by Program and Label Type

Mandatory Voluntary
N/A Seal-of -approval
Positive
Single-attribute
Neutral Information Disclosure Report card
Negative Hazard warning N/A

The majority of programs contacted for this report are seal-of-approval programs. Thisis
overwhelmingly so for the overseas programs; 30 out of the 33 overseas programs covered in this
report are seal-of-approval programs. Though the majority of US programsincluded in this
report are also seal-of-approval programs, they exhibit a greater variety of label type. This may
be areflection of the fact that the US does not have a national third-party labeling program,
whereas seal-of -approval programs are the national program for many of the other countries (see
Chart 4-3).

Chart 4-3: Programs Rewewed by Label Type
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Administration

Programs are sponsored and/or administered by governments, private companies (for profit and
non-profit), non-governmental organizations, or some combination of the above (quasi-
governmental). Thisistrue for both US and non-US programs. A program is defined as quasi-
governmental if two or more groups are involved in the administration of the program and oneis
agovernmental entity. Frequently, programs are considered quasi-governmental because they
were started by or are supported by a government, while also relying on a private company to run
their daily activities. Among those included in this report, the US is dominant in programs that
are privately run. Green Seal and SCS are examples of programs run by private companies. The
distribution of programs included in this study by administration type can be found in the chart
below (see Chart 4-4). Programs administrative bodies affect the longevity of the programin a
number of ways. The administrative body often provides (or can provide if necessary) the
financial backing and other resources (e.g., office space, supplies) for the program. Thus,
governmental or quasi-governmental-backed programs are expected to survive in the long run
due to the possibility of other formal and informal subsidies. Similarly, non-governmental
organizations (other than private companies), such as a National Standards Institute, may also
have other operations or resources from which the labeling program may draw. Of the programs
contacted for this report, most are run by governments; very few are run by private organizations.

Chart 4-4: Programs by Organization Type
(based on programsreviewed)
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Financing

Many labeling programs are not yet fully self-sufficient, and require additional financing to cover
their operating costs. Programs are financed a number of ways (see Chart 4-5). They can be
financed by the government, by fees collected for their services, by revenue streams from other
operations, by other sources such as payment from private companies and donations from private
and public organizations, or by a combination of any of these. Asshown in the figure below,
fees and government funding are the major sources cited by those programs contacted for this
study. Those programs funded solely by fees may have a somewhat higher credibility risk
because of the inherent conflict between independent selection of product categories (and setting
of award criteria) and the need to generate revenue (i.e., have customers for licenses) to cover
both fixed and operating costs. Y et, even those programs that are government subsidized have
stated goals of financia self-sufficiency.

Chart 4-5: Programs by Financing Source

(based on programs reviewed)
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Year Founded

The year the program was founded establishes atimeline of environmental labeling program
formation. Programs that began in the early 1970s and pre-1970 are primarily US programs.

The exception is Germany’ s Blue Angel program, the oldest seal-of-approval programin
existence. The US programs that began in these early years of environmental labeling are the
Energy Guide, the Fuel Economy Information Program, the US EPA Pesticide Program (FIFRA),
which began in 1947, and EPA’ s toxic substances control program under the Toxic Substances
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Control Act (TSCA). Most of these are mandatory programs (with the exception of Energy
Guide and Fuel Economy, which are both information disclosure programs), and were initiated
by the US government when it became evident that health and safety information, particularly
about agricultural pesticides, had to be conveyed to consumers. The recent growth in
environmental labeling isillustrated in Chart 4-6, which presents the start-up year of programs
included in this report.

Chart 4-6: Number of Programs Founded by Year
(based on programs reviewed)
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Product Categories

The number of product categories covered helps to identify the size and scope of a program, as
well as the program’ s stage of development and how long it has been in existence. The
following chart (see Chart 4-7) indicates the current number of product categories covered by
each program surveyed in this report. Note that this chart includes only seal-of-approval
programs that are already developed; other types of programs tend to only have one or two
product categories and are therefore not as relevant to this breakout. The number of categories
currently ranges from fewer than 10 (10 programs) to more than 50 product categories (3
programs). It should be noted, however, that all programs are continually devel oping product
categories. As programs are increasingly sharing more information, the rate of product category
definition and criteria development is rising.

Chart 4-7: Product Categories in Seal-of-Approval Programs
(based on programs reviewe%)
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The types of products for which criteria are developed also varies. Appendix B contains a
detailed list of product categories for each program summary. The most prevalent categories are
paper products (including towels, toilet paper, office paper), detergents, office equipment, and
dishwashers. (Selection of such categories reflects products for which the environmental impacts
have been studied in detail over time.) Itisrelatively easy for programsto adopt standards for
these categories, hence their occurrence in aimost all environmental |abeling programs. Less
typical categories usually reflect the particular needs or conditions of individual markets. For
example, to accommodate one of its largest export products, India’ s Ecomark program is
considering the establishment of a category for leather goods. In Japan, standards have been
developed for fusuma and shoji paper made from recycled pulp. In Germany, because of a
sensitivity to noise pollution, standards have been developed for products that generate
comparatively less noise, such as low-noise construction machines, low-noise compost choppers,
and low-noise mopeds.
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Number of Awards

The number of awards conferred by a program depends on how many product categoriesit has
established and how long it has been in existence. For example, long-standing, well-established
programs such as Germany’s Blue Angel have had years to select product categories, develop
criteria, and garner support among manufacturers, government, and consumers. Programs such as
these may have bestowed thousands of awards. Such programs are well known in the
marketplace and thus will have the potential for reaching many consumers. Moreover, these
programs may have gone through severa criteriarevisions and thus added product categories
over time. A strong market presence may encourage programs to set higher standards, thus
creating incentives among manufacturers to continue to strive for improvement in their products.

New programs have had little time to establish product categories and criteria or award many
labels. If aprogram haslittle visibility, manufacturers may not have an incentive to apply for the
label, thus reducing the number of labels that a program will be able to award. Also, the cost to
apply for the label will likely affect the number of awards bestowed. To encourage more people
to apply for the GreenL abel, the Singapore Ministry of the Environment bears all the costs of the
program, thereby minimizing the manufacturer’ s fees. The results have been that manufacturers
have applied for the GreenL abel in relatively large numbers; over 700 products have been
awarded the label. The US SCS program, which has been in existence since 1984, now has over
400 growers who have applied for their products to obtain the SCS Nutriclean label.

The following chart indicates the current number of awards given by the devel oped seal -of -
approval programs (see Chart 4-8).

Chart 4-8: Number of Awards in Seal-of-Approval Programs

(based on programs reviewed)
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Differences in the number of labels awarded may also be due to differences in “accounting”
practices. While most programs count a product receiving an award (e.g., Company X’s recycled
paper product) as one award, other programs count an awarded company as one award (e.g., even
though Company X may have an award for two of their products, towels and copier paper, they
are only counted once). Other programs count each awarded product that sits on the shelf as one
award (e.g., each labeled package of recycled paper is counted once).®

4.3. Geographic Representation

The following maps identify information about the major programs in each country. Figure 1
locates each program covered in this report on aworld map. Figures 2, 3, and 4 divide the world
into three regions (Europe, Pacific Rim, and North and South America) and provide the country
name, program name, and whether the program is part of the European Union (EU), a G7 nation,
or both.

8 This report does not count the total number of products sold or total number of companies receiving a
license as the number of awards per program.
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Figure 3: Positive and Neutral Third Party Ecolabeling Programs in Europe ”
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Figure 4: Positive and Neutral Third Party Ecolabeling Programs in the Pacific Rim
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Figure 5: Positive and Neutral Third Party Ecolabeling Programs in North & South America ‘
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4.4. Program Methodology

This section describes the various reasons for which environmental |abeling programs are
initiated, as well as the methodol ogies used by each program to establish product categories and
develop award criteria. A discussion of stakeholder involvement in this processis also
presented; such involvement is key to the transparency and nondiscrimination called for in draft
SO standards. Similarities or differences between adopted methodologies will influence the
extent to which programs will be able to standardize or mutually recognize their operations with
those of other programs. The analytical methodol ogies employed by programs are also closely
linked to programs’ credibility.

Program Goals

All environmental |abeling programs aim to improve some aspect of environmental quality in
thelir respective countries by reducing pollution. Typically, they are formed with the country’s
specific environmental improvement goals and needsin mind. In general, environmental
labeling programs work toward this goal by recognizing manufacturers that produce and market
products that are (relatively) less harmful to the environment and by encouraging consumers to
purchase products labeled as environmentally preferable. 1f consumers buy environmentally
preferable products due to label information, it's hoped that market forces will encourage other
producers to change their manufacturing procedures to reduce environmental harm. For
example, Canada s TerraChoice program seeks to “reduce the stress on the environment by
encouraging the demand for and supply of environmentally responsible products and services.”
Another common goal expressed by environmental |abeling programsis to educate consumers
and increase environmental awareness. It is hoped that through widespread visibility of
environmental labels, consumers will be educated, and information will be disseminated
regarding environmentally preferable products and “green consumerism.” Japan’s Ecomark, for
example, seeksto “disseminate information on the environmental aspects of products and to
encourage consumers to choose environmentally sound products.” Similarly, Singapore’' s
GreenlLabel specifically seeks to “promote green consumerism and increase environmental
awareness.” The EU program seesits role as an information disseminator, responsible for
formulating a consensus standard across EU markets.

Some programs have focused their environmental improvement or consumer education/
information dissemination goals by addressing specific environmental problems. For example,
the US Energy Star program seeks to reduce air pollution by reducing the burning of fossil fuels.
Energy Star is pursuing this goal by encouraging the production and use of energy- efficient
products that require less electricity. Many of the mandatory programs have narrower, specific
environmental goals and target specific environmental issues. For example, the USEPA’s
mandatory Ozone Depleting Substances label warns consumers of products manufactured with
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ozone-depleting substances and their harmful effects. Similarly, the State of Vermont’s
Hazardous Household Products Shelf Labeling program seeks to reduce the use of toxic
substances by identifying household products containing one or more of alist of hazardous
chemicals. A missions/goals summary is presented in Table 4-2.

Table 4-2: Missions/Goals Given for Programs
Covered in this Report

Program Characteristic Number of Programsthat Report this
Mission/Goal
Program missions/goals Promote production and use

of environmentally preferable products - 19
Information dissemination/education - 8

Target specific environmental problems - 12

Note: Numbers of programs reporting these missionsg/goals are not mutually exclusive.

Program Methodologies

A program’s evaluation method is one of its most important features, because it reflects the
scientific basis, data sources, and judgment on which product categories are chosen and which
label award decisions are made. Most programs rely on some form of life-cycle assessment
(LCA) to choose product categories and develop criteriafor awarding labels. Full LCA isvery
detailed, evaluating all aspects of the production process including raw material extraction,
manufacture, transportation, use of the product, recycling, and disposal. Because LCA
encompasses the entire production process and beyond, it is often too expensive and time-
consuming to conduct afull, in-depth LCA. Programs will often, therefore, consider only the
stages of LCA that they find most relevant to their needs. France's NF-Environnement Mark
program utilizes asimplified LCA that identifies the “key stages’ in the product’ slife cycle --
those stages expected to have the most significant environmental impacts. Product criteriaare
based on these key stages. Detailed discussions of program methodol ogies are included in each
individual program summary.

One alternative methodol ogy used by a number of programs evaluates a single environmental
attribute (for example, whether or not the product is recyclable), rather than the product’s entire
life cycle. For example, the US Energy Star program evaluates products based on whether they
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meet Energy Star’ s energy efficiency standards. This method, however, is not as complete as
LCA. Not only are fewer attributes analyzed, but a product receiving alabel for asingle attribute
may in fact have an overall negative environmental impact due to its other attributes. The
number of programs by product eval uation methodology (based on their own descriptions) is
shown in Chart 4-9.

Chart 4-9: Programs by Methodology
(based on programs reviewed)
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Procedurally, any methodology may include independent testing and studies conducted by
programs themselves to determine the environmental impacts of product categories or individual
products. Such efforts lower the cost, reduce the time needed, and increase harmonization
among the analyses of similar products across programs. Many programs report that literature
reviews and studies conducted by other programs, as well as information about specific product
categories contributed by participating manufacturers, are often used in combination with LCA to
establish award criteria. In certain cases, programs may adopt each others' award criteria, with
modifications. For example, Canada s Environmental Choice program has exchanged
information with both the Taiwan program and the US Green Seal program and has adopted
product standards from these programs.
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Stakeholder Involvement

Stakeholder involvement in the environmental |abeling process can occur at three stages:
program formation, product category selection, and criteria development. Stakeholders generally
consist of representatives from outside groups, such as domestic and foreign manufacturers,
academia, consumer groups, and environmental groups. The genera public may aso have the
opportunity to provide input. The extent of stakeholder involvement providesinsight into the
level of transparency actualy provided by environmental |abeling programs. Stakeholder
involvement indicates the degree to which programs might be influenced by particular groups or
balanced by including the needs of al interested parties.

Most programs (in this case third-party programs) allow an open process by which any interested
stakeholders may submit proposals for product categories. Product category selection, however,
isusually made by the programs governing bodies, which typically consist of alimited
representation of interested stakeholders (see Chart 4-10). Many programs do solicit stakeholder
involvement during development of product award criteria. 1n some programs, draft criteriaare
published and comments accepted from the public. Very few programs, however, publish
stakeholder comments and program responses for further public review before finalizing award
criteria. The United States' Green Seal program is an example of a program that does make
stakeholder comments and the program’ s responses available to the public, but it does so only as
an accompaniment to its already published final award criteria.

Chart 4-10: Programs by Stakeholder Involvement

(based on programs reviewed)
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Some programs that claim to have an open stakeholder involvement policy have been accused by
manufacturers of the contrary. For example, some Indian industries have complained that India's
Ecomark has not done enough to involve them in product criteria development, and feel the
Indian Government has “rushed through” the Ecomark development. Additionally, Indian
exporters feel that many of the product categories chosen for Ecomark do not reflect India’s
major export products, and that Ecomark has adopted the ecolabeling standards of their export
customers' countriesin order to operate in those markets.

4.5. Program Breadth

Program breadth can be illustrated by the following characteristics: whether product evaluations
include non-environmental as well as environmental attributes, whether the label is used in
procurement programs, whether the label is awarded to pre-retail and/or retail products, and
whether the organizing body engagesin other programs or activities. The extent to which
programs are visible in the market will influence the success and growth of programs.

Use of Non-Environmental Attributes

Some programs (see Chart 4-11) incorporate social and other conditions in their product criteria.
For example, the ECO-O.K. program run by Rainforest Alliance includes criteriafor
environmental education programs, improvement of social and work conditions, and compliance
with human rights legidlation. India s Ecomark program also considers non-environmental
attributes when evaluating products. In addition to complying with product-specific criteria,
manufacturers must show that their products are also in compliance with India’s Bureau of Indian
Standards’ product quality standards.
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Chart 4-11: Programs that use Non-environmental Attributes
(based on programs reviewed)

Programs that use Non-environmental Attributes
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By including non-environmental attributes in their award criteria, programs broaden the type of
information they provide to consumers, and thus may appeal to awider range of consumer
concerns. The impact of such abroadened scope can be greatest in devel oping countries where
worker rights and basic living conditions may be of greater concern. Such programs may be
subject to criticism if the criteria for non-environmental attribute(s) are more qualitative than
guantitative in nature, which is often the case when standardized methodol ogies have not been
established.

Use in Procurement

Governments and large organizations are increasingly considering environmental attributes of
purchased goods and services. In the case of governments, the purchaser’ s mandate or mission
also includes stewardship of environmental quality. Also, incorporating environmental attributes
either benefits the organization directly (e.g., reduced costs over the life of purchased goods) or
indirectly (e.g., corporate goodwill among stockholders or customers). The use of environmental
labels by procurement programs (i.e., larger customers) typically increases the market presence of
the labeled products and enhances the credibility of the labeling program. This has been the case
with the Energy Star-labeled office equipment program. Initially, the US government mandated
that all federal offices stock Energy Star-1abeled office equipment, but as the demand for these
products grew it became evident that not only were government agencies buying these products,
but so too were private organizations.
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Where procurement programs use labeling programs in their activities, the relationship may be
formally acknowledged or used informally. Inaformal arrangement a program’s label is
specifically mandated or referenced by the procurement program. For example, governments
frequently have mandates to “buy recycled” or to buy green products. An example of aformal
arrangement in the US is Executive Order 12845 - Requiring Agencies to Purchase Energy
Efficient Computer Equipment, established to ensure that “all acquisitions of microcomputers,
including persona computers, monitors, and printers, meet ‘ EPA Energy Star’ requirements for
energy efficiency.” Similarly, Taiwan isin the process of establishing a* Government
Procurement Policy” that would require government agencies to buy products labeled with
Taiwan's Green Mark label. More often, informal relationships are formed.

Large institutions may also include environmentally-labeled products in their goods and services
selection. For example, large companies in the Nordic countries have procurement policies that
require the purchase of products labeled with the Nordic Swan or its equivalent. I1n addition,
some retailers are actively seeking out environmentally preferable products to offer to their
customers. In some cases, they specifically seek out labeled products. The large US home and
garden equipment retailer, Home Depot, and the United Kingdom’ s largest do-it-yourself home
products retailer, B& Q, each consider environmental attributes in their product evaluation and
selection. These stores plan to or do stock environmentally preferable alternatives whenever
possible. Chart 4-12 indicates whether the labels (usually seal-of-approval labels) from the
programsin this report are used in procurement programs, and whether the relationship between
the labeling program and the procurement isaformal or informal one. As seen in the chart, the
majority of the US programs are not used by procurement programs, perhaps because many of
the programs are mandatory government programs and thus establish a regulatory floor for all
products in the US market place.
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Chart 4-12: Number of Programs Used in Procurement
(based on programs reviewed)
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Use Beyond Retall

Although environmental |abels are most typically applied to retail products, they are al'so used in
non-retail applications. In general, retail products are intended for sale to individual customers
and are distributed through retail outlets located near the consumer. The mgjority of US
programs use environmental labels on retail products only. Pre-retail transactionsinvolve trade
between, for example, raw material suppliers, product manufacturers, formulators/packagers, and
wholesalers. The two most prevalent uses of environmental labeling for non-retail consumers are
commercial enterprises and procurement programs (of governments and large organizations). All
of the programs surveyed for this report target their label to retail products. A number of
programs, however, also apply their label on pre-retail products (or both retail and non-retail
products). When labels are used on pre-retail products, labeling information may inform and
influence the purchasing decisions of upstream consumers and may affect the visibility of labeled
productsin the marketplace. For example, if retailers buy products based on environmental
characteristics, then the presence of environmentally preferable productsin the market is
increased. For example, several programs do or will provide guidelines for the sustainable
production of timber (e.g., Malaysiaand SCS' Forest Conservation Program), certifying the
management of particular forest tracts as environmentally sustainable. Once aforest is eco-
certified, the timber and the subsequent lumber and wood products can be labeled as being
environmentally preferable, aslong as it can be determined that the wood came from the original
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certified forest. Thisinformation may affect many purchasing decisions asit is passed from
seller to customer, possibly to the retail level. Chart 4-13 shows the breakdown of whether labels
are being used on retail products, non-retail products or both.

Chart 4-13: Use on Retail/Non-retail Products
(based on programs reviewed)
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Other Programs/Activities

Other support activities such as public education, and involvement and cooperation with related
programs and activities, can be important in increasing peoples awareness of labeling programs.
Support activities enhance visibility of environmental labeling in the marketplace. For example,
the Vermont Household Hazardous Product Shelf Labeling Program has a consumer education
program aimed at prompting consumers to avoid purchasing hazardous products. The Vermont
Agency for Natural Resources has developed brochures and posters for both consumers and
retailers and has, in the past, launched media and advertising campaigns at recycling depots,
schools, and businesses, to educate people about the program. In addition, programs associated
with or involved in other activities may have a greater financial and resource base on which to
draw. The Scientific Certification System (SCS) provides avariety of other services besides its
Eco-profilelabel. Aspart of its NutriClean program, SCS provides importers with testing and
guality management services so that they can apply for US Food and Drug Administration (FDA)
certification more quickly, aswell as similar services for US produce exporters so that they can
comply with regulations in their importing country. Green Seal receives grants for education and
outreach programs as well as independent research, in conjunction with their labeling program.
Direct and indirect subsidies help strengthen the position (e.g., by defraying costs) of the
environmental labeling program. The tendency for US programs to incorporate other activities
into their labeling programs is much stronger than for non-US based programs (see Chart 4-14).

Chart 4-14: Programs With Other Activities
(based on programs reviewed)

Programs With Other Activities
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Such activities can also include coordination with labeling programsin other countries. For
example, Canada s TerraChoice has started a new program called the Environmenta Technology
Verification (ETV) Program, which is being coordinated with US governmental agencies. (ETV
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expects to issue “certificates of authenticity” to environmental technologies under the new
program. TerraChoice has thus broadened the scope of its activities, an additional |abeling
program, and has increased its interaction with US stakeholders and customers.) Similarly,
Malaysia s Product Certification Program has developed an Environmental Management System
(EMS) certification program with reciprocal arrangements with foreign certification programsin
countries that trade with Malaysia. Malaysia coordinates with the Japanese Audit and
Certification Organization, and EMS certifies Japanese companies that export to Malaysia. This
program also works with the Canadian Standards Association (CSA); Malaysian companies are
inspected by the Standards and Industrial Research Institute of Maaysia (SIRIM) in accordance
with CSA requirements and are granted CSA’s EM S certification. Of course, some
environmental labeling programs are administered by national standards institutes (e.g., France,
Sweden), which have awide range of activities.

4.6. Changes to Environmental Labeling Programs

As programs develop, some have experienced significant changes while others have remained
virtually the same. An overview of these changes illustrates how programs are responding to
stakeholders and may indicate the future direction of these programs. Slightly less than half (23)
of the programs covered in this report (including seal -of-approval, hazard warnings, information
disclosure, and single-attribute programs) indicate that they have made significant changes to
their programs. Many of these programs have made minor changes, associated with normal
operation, such asincreasing (or decreasing) the number of product categories or number of
products reviewed.

Perhaps the most significant changes occur when a program alters or revises the methodology by
which it chooses product categories and sets award criteria. Some programs, such as France's
NF-Environnement Mark, have simplified their methodology from afull LCA to asimplified
analysis that concentrates on what the program determines to be the most important stages of a
product’slife-cycle. France made thisrevision primarily due to cost considerations. A number
of other programs have undergone administrative changes. Both the Canadian TerraChoice
program and Taiwan's Green Mark program have changed hands from government-funded and
administered programs to programs that are run by independent private companies. This
administrative change suggests that governmental involvement is more beneficia in the early
phases of program development; once a program is established, it may be more efficiently or
effectively run by aprivate company. Interestingly, in the case of Taiwan, it is hoped that the
shift to an independent company will mean that there will be more flexibility to participate in
international coordination efforts, which the government was not doing.

Other programs, perhaps best exemplified by the European Union’ s environmental |abeling
program, have made efforts to engage in international standardization and harmonization efforts.
The EU program has proposed severa revisions to incorporate international trade principalsin an
effort toward mutual recognition of other environmental |abeling programs, both within and
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beyond EU borders. In thisregard, the program has increased compatibility between the EU
label, national programs of EU member countries, and draft SO standards.

4.7. Coordination Efforts Among Programs

Many of the programs contacted for this report are trying to incorporate the interests of other
countries into their activities by sharing information and pooling resources with other programs,
aswell asinvestigating mutual recognition of foreign labels and assisting foreign manufacturers
seeking labels. The number of foreign-based licensees listed in the chart (see Chart 4-15)
provides some indication as to the degree to which programs included in this report have
extended their sphere of influence beyond domestic borders, and whether it isfeasible for foreign
manufacturers to compete for the environmental label.

Chart 4-15: Programs with Foreign-based Licenses
(based on programs reviewed)

Programs with Foreign-based Licenses

Yes No

16 10
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The second chart (see Chart 4-16) indicates how many programs included in this report are
coordinating labeling activities with one or more programs in other countries.

Chart 4-16: Programs that Indicate
Working with Other Countries
(based on programs reviewed)

Programs that Indicate Working
with Other Countries

Yes No

21 13

Such coordination can take the form of sharing information, product category justification, award
criteria or standards, or mutually recognizing labels, among others. For example, several
programs indicated that a part of their methodology isto review other programs’ criteriawhen
setting their own. Programs in developed countries are also making a point of reaching out to
programs that are in start-up stages in developing countries. For example, TerraChoiceis
specifically working toward mutual recognition of award criteriawith Taiwan through
standardization of operations based on 1SO standards, mutual recognition of non-product-related
impacts, and cooperation in auditing, verification and testing. It should be recognized that the
effort spent on such coordination varies widely among programs.

Another indication of inter-program coordination is participation in 1SO, which was founded in
1947 and has representatives from 130 countries. 1SO’smain goa isto standardize products and
activities worldwide to promote international exchange of goods and services. It also aimsto
foster global communication and cooperation over intellectual, scientific, technological, and
economic matters. 1SO standards on environmental |abels and declarations state that
environmental labels should communicate accurate and verifiable information about the
“environmental aspects of products and servicesin order to encourage the demand and supply of
those products and services that cause less stress on the environment, thereby stimulating the
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potential for market-driven continuous environmental improvement.”® Programs that are
members of 1SO or have adopted | SO guidelines have made a commitment to working toward
standardization and thus coordination among programs. Participation in the 1SO standards
development itself involves significant inter-program communication. In addition, other
interested parties, such as trade, consumer, and environmental organizations, participate in 1SO
standards devel opments and may aid or provide guidance in evaluating labeling programs
operations. Chart 4-17 illustrates the number of programs that indicated that they are making
efforts to coordinate with 1SO standards.

Chart 4-17: Programs that Participate in ISO
(based on programs reviewed)

Programs that Participate in ISO

Yes No

11

4.8. Trade Issues

Trade issues have sometimes been raised in connection with environmental 1abeling programs.
This report does not discuss trade issues in full, but provides an overview of the discussion
surrounding thisissue. Some concerns have been expressed about potential conflicts between
provisions of international trade agreements and certain aspects of environmental labeling
programs. The World Trade Organization (WTO) Agreements contain provisions precluding
discrimination among “like products.” Some interpret these provisions as precluding
consideration of (abroader set) of factors, beyond the physical characteristics of the products, as
abasis for distinguishing among products. Many environmental |abeling programs, however, as
part of their life-cycle approach, rely on consideration of such a broader set of factorsin
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9SO Draft International Standards, Series 14020-14024, Environmental Labels and Declarations, 1997.
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determining criteriafor awarding labels. In trade parlance, these factors are sometimes referred
to as process of production methods (PPMs). Environmental |abeling programs often consider
environmental aspects of the production process in determining the eligibility of a product for a
label. Some argue that consideration of such abroad set of factorsin determining eligibility for
an ecolabel may violate WTO provisions. Others argue that the voluntary nature of many
ecolabeling programs precludes such a conflict. The World Trade Organization (WTO)
agreement now explicitly recognizes the objectives of sustainable development and
environmental protection. It may be inevitable that the WTO devel ops interpretations that allow
for recognition of environmental impacts of PPMs.

A second conflict arises from the essentially domestic focus of most environmental labeling
programs. Each program typically develops award criteriathat are achievable by aleast some of
their domestic manufacturers. Foreign producers, particularly in developing countries,
participate less actively in standard development and may be |ess accustomed to stringent
environmental standards. They may thus face greater problems in getting products certified for an
environmental label. The following example highlights this concern: Country A develops award
criteriafor product X. Because Country A has environmental concerns specific to that country,
Country A’s award criteriafor product X may differ from Country B’s criteriafor the same
product. Manufacturersin Country B, having reformulated their product and production to meet
domestic regulations, and possibly labeling standards, may not be able to meet Country A’s
criteriafor product X. If so, this may give rise to atrade issue. Thisissue can be especially
compelling when the exporter is a developing country that is already struggling to compete in the
global market.

The following chart (see Chart 4-15) lists the number of programs that indicated that they have
experienced trade issues or conflicts. For example, Germany reguires companies that do not
participate in its Green Dot program to take back their packaging and bear the cost of recycling
the packaging themselves. There are no exceptions for foreign companies. The take-back
burden istherefore far greater for companies that ship their products long distances to Germany
because they either have to pay the transportation costs of shipping the packaging back to the
country of origin or arrange for in-country processing. Many manufacturers exporting to
Germany from within the EU and beyond claim that the domestic demand for the Green Dot
label placesimported goods at a market disadvantage. Manufacturers in India have aso reported
trade conflicts with regard to its textile exports. In fact, the Indian Ecomark program recently
added textile products as one if its product categoriesin response to new regulations, enacted by
Germany and the rest of the EU, banning the use of certain dyesin textiles. Germany and the EU
aretwo of India s largest markets for garments and textiles, and India has devel oped criteria that
specifically state that these banned dyes cannot be used in textile production. Thus, labeled
textileswill have an easier time entering the EU market.
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Chart 4-18: Programs that Report Trade Conflicts
(based on programs reviewed)

Programs That Report Trade Conflicts

Yes No

12 27

Indonesia s Environmental Labeling Program, though still in its developmental stages, was
initiated by demand in the export markets. Asaresult of the growing concern among consumers
in particular markets for sustainable forest practices, Indonesia plans to develop environmental
labeling criteria and guidelines for sustainable forest management practices, as well as atimber
certification program. (Forest products are Indonesia’ s second largest exports.) Additionally,
though Hong Kong does not currently have an environmental |abeling program, studies have
been conducted by the Institute of Environmental Studies at the Hong Kong University of
Science and Technology (HKUST) to determine the suitability of alabeling program for Hong
Kong. HKUST determined that an environmental 1abeling program may be established for two
primary reasons. 1) to improve environmental quality and protection through market forces, and
2) to assist industries exporting to markets where environmental -label ed products are available.
HKUST concluded that because Hong Kong isamajor exporter, several product categories may
be suitable for aHong Kong ecolabel.
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5. Forces Affecting Environmental Labeling Programs

The formation of labeling programsisdriven largely by domestic forces. Because environmental
labeling programs serve to inform the public of the relevant country, they tend to form around
environmental goals and needs that are considered high prioritiesin that country. In general,
these forces include some combination of consumer demand, competition among producers, and
the leadership position of a sponsoring organization. Consumer demand drives program
formation by creating a market for areliable source of information about the environmental
characteristics of aproduct. Competition among producers acts as a driving force as producers
seek ways to communicate the environmental attributes of their products to gain a competitive
edge. Finally, sponsoring organizations can also play arole in program formation by promoting
the usefulness of environmental |abeling as atool in a country’s overall environmental protection
plan. The relative importance of each of these forces will depend on the type of environmental
labeling desired. In the case of negative labeling, consumers and the sponsoring organization
(typically governments) will be the maor forces. On the other hand, producers will have a stake
in promoting positive labeling (which is awarded only to “ preferable products’) and perhaps, to a
greater extent, neutral labeling (which is available to all products regardiess of differencesin
environmental attributes).

The diversity in these domestic forces across countries has resulted in a varied group of
environmental labeling programs; each program differsin its mandate, operations, organizational
affiliation, and role in the marketplace. For programs with government involvement, the
program mandate often reflects the government’ s environmental policy goals, which are typically
stated as the protection of human health and the environment. In such settings, labeling efforts
range from regulatory programs (such as the FIFRA, ozone-depleting substances, and battery
labeling requirementsin the US) to “soft” policy tools (such as EPA’s Energy Star program in
the US, and the Blue Angel Program in Germany). In addition, there are private and quasi-
government programs that may have similar mission statements but are far more limited than the
government in their mandate and authority over environmental matters. For example, the
keystone of the US SCS program is the dissemination of information on environmental attributes
to consumers. Japan’s Ecomark and the Nordic Swan programs report that environmental quality
improvement and/or protection of public health are the most important mandate of their program.
Few take on product categories that may be unpopular or for which the program will not be able
to cover its costs. Government regulatory programs, on the other hand, can address such
categories.

Although there are many other forces involved, the implications of these differencesin program
mandates can be profound. For example, EU seesits role as an information disseminator,
responsible for formulating a consensus standard across EU markets. Consequently, the program
is challenged to balance its need for consensus on labeling standards from competent bodies
against the establishment of its own more stringent award criteriafor the entire EU market,
which might arguably provide greater environmental benefits.
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Important factors influencing the formation of environmental labeling programsinclude
public/societal interests, consumer interests, retailer interests, producer interests, operating
costg/profits, standardization, and procurement applications. Each factor is discussed in detail
below.

5.1. Public/Societal Interests

The attraction of environmental labeling to those involved in formulating and implementing
public policies related to preserving and enhancing environmental quality isthat, as apolicy tool,
the benefits of environmental |abeling are closely connected to consumers' concerns regarding
the value of product environmental aspects, general environmental concern, and any tradeoffs
considered in particular purchasing decisions. Thus, the collective shifts in consumer demand
might be expected to reflect the interests of alarge portion of society.

For environmental 1abeling to be an effective policy tool, a number of conditions must hold true.
First, product evaluations must be known and accurate. Second, product standards must be
associated with significant environmental differences among products. Third, this information
must be disseminated to consumers. Fourth, consumers must understand environmental issues
and product-specific information well enough to make informed purchasing decisions. Finally,
the label must have substantial market penetration in order to affect a significant number of
producers.

Environmental labeling programs face several challengesin trying to provide useful information
to consumers that will influence consumption patterns based on environmental considerations.
For product evaluations to be known and accurate, programs must conduct reliable scientific
analyses. Such analyses, however, include life-cycle assessments, which are extensive, time
consuming, and often require information about processes that is not readily, if at all, available.
These types of complications often require that the program make expert judgments; this
practice, however, may come under close scrutiny and debate.

Programs also face the obstacle of disseminating information, a key factor in the success of the
program. For example, Canada has launched alarge media and marketing campaign; though it is
fairly new, it could prove to be quite successful. The time, energy, and resources that go into
advertising are immense, however, and pose a significant challenge to the program.

Governmental sponsorship and involvement with labeling programs, which is common among
existing environmental labeling programs, can improve the program's financial stability and
credibility in the eyes of manufacturers and consumers. On the other hand, a non-governmental
program run by arespected consumer or environmental organization may be more immune to the
political pressure that can affect governmental decision-making, and may differ in terms of
consumer credibility and confidence. Private sponsorship, however, has its own drawbacks.
While not subject to the vagaries of the political climate, privately owned and operated labeling
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programs may be heavily influenced by the need to cover costs, and consequently may not take
on the larger environmental mission that a government-sponsored program might. Ultimately,
government involvement in an environmental labeling program depends in part on the
government's ability to act as an advocate in the marketplace, and the role that non-governmental
groups play in consumer protection and environmental policy. One survey found that 37 percent
of the people who considered themselves the "primary food shoppers' of their household
believed that "environmental groups' were the best source of unbiased information about the
environment, 8 percent believed the government was, and 5 percent believed that product
manufacturers were.*°

There are also severa limitations in using environmental labeling programs as a policy tool. For
example, these programs rely on consumers’ ability and willingness to include environmental
considerations in their purchase decisions. Anecdotal information from several environmental
labeling programs, however, suggests that consumers in many countries are aware of
environmentally-labeled products and are willing to pay a premium to purchase environmentally-
preferable products. For example, in 21988 survey of German households, 68 percent were
familiar with the Blue Angel label and knew that it was linked with the concept of environmental
protection. Similarly, in a 1994 survey of households in Singapore, 78 percent recognized the
GreenlLabel as a signature of environmentally-preferable products. Furthermore, 30 percent said
they consider a product’s environmental attributes as a part of their purchasing decision process.
In Japan, a 1993 public opinion poll indicated that 53 percent of the population was familiar with
the Japanese EcoMark. A 1996 survey of Canadians found that onein five Canadians said that
they or someone in their household had purchased a product carrying the Ecologo in the past
year. In France, a 1996 survey found that 54 percent of households indicated that they would be
willing to pay up to 10 percent more for environmentally-preferable products (although few
studies have documented such behaviors). Finally, due to alack of awareness among consumers,
the EU isin the process of revamping its environmental label and the awarding of labels. The
setting of the award criteriawill be reduced into athree-step process decided upon by two
groups, the EU Commission and the newly established European Ecolabel Organization (EEO).
The Commission hopes that criteria setting and ecolabel awards will be quicker and more
routine, thus increasing the number and recognizability of EU-labeled products on the market.
(For more information on reform of the EU environmental |abel, refer to the EU program
summary in Appendix B.)

OEnvironmental Research Associates, 1990.
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5.2. Consumer Interest

The power of consumer interest in and response to environmental problemsis undeniable. The
continued funding and expansion of both governmental and non-governmental environmental
programs throughout the world, many of which have been in existence for over 25 years, is
compelling evidence of the strength of individuals concerns about environmental issues.
Intermittent consumer activism in the marketplace, as seen in reactions to companies
environmental performance or disclosure of environmental attributes of particular products, has
been well documented and is often referred to as the power that 1abeling programs seek to
harness. A recent example is the successful consumer boycott of household detergentsin
Sweden, promoted by the Swedish Society for Nature Conservation (SSNC). The boycott gave
rise to the first multi-national environmentally labeled detergent on the Swedish market.

Environmental labeling is also tied to consumer right-to-know initiatives in several developed
markets, particularly the US. The premiseisthat consumers have aright to know about the
ingredients contained in a product, as well as each ingredient’ s health and environmental hazards,
so that they can use this information to make informed decisions regarding the products they
purchase. The US Federal Trade Commission’s (FTC) Guides for Environmental Marketing
Claimswas a direct result of an increase in consumer right-to-know developments. The concept
of a consumer’s right to know, however, isrelatively new and not widely recognized. Assuch, it
remains a highly contentious issue. Opponents argue that consumer right to know may, in some
instances, be in direct conflict with GATT’ s trade efforts and manufacturers’ proprietary
interests.

Consumer activism has played arole in creating a market for environmental labeling programs.
First-party cause-related marketing (e.g., “Proceeds donated to...” or, “company supports WWF")
and environmental claims (e.g. recyclable) have sought to capitalize on this consumer demand
for environmentally preferable products and services. The EPA, FTC, and others, however, have
also documented confusion and misunderstanding among consumers regarding environmental
issues, particularly when making choices among products. Environmental claims can create
misunderstanding because they often pertain to product characteristics, such as ozone-friendly,
with which a consumer generally has little or no experience or cannot physically perceive;
consumers therefore have difficulty in evaluating the credibility or value of the claim.
Furthermore, claims such as recyclable and compostable relate to more than just the inherent
gualities of the product being promoted; they also reflect the context in which a product is used,
recycled, or disposed. Finally, some terms used in environmental marketing, such as source-
reduced, are often poorly understood by consumers. These kinds of claims and the existence of
claims that may be false have driven the need for labels that are accurate and verifiable, and
written to be ssimple and understandable. It has also driven most third-party environmental
labeling programs to provide product-specific information with which consumers can themselves
distinguish among product choices, or to identify products that cause less stress on the
environment based on the program’ s independent evaluation.
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To ease some of this confusion, the FTC’ s Guides for Environmental Marketing Claims provides
manufacturers with stringent guidelines for making environmental claims on their products,
which are consistent with consumer understanding of these terms.** Similarly, the EPA, through
its Consumer Labeling Initiative (CLI), along with other US federal agencies and industry
stakeholders, are investigating ways in which product labels on household cleaners, indoor
insecticides, and outdoor pesticides can be improved to increase consumers comprehension and
use of information presented on these labels. (For a detailed description of the CLI, refer to the
program summary in Appendix B.)

5.3. Retailer Interests

Retailers can play arole in environmental labeling programs. On the one hand, they can play a
significant role in fostering environmental labeling by selecting products to sell based in part on
environmental attributes. For example, in the United States, Home Depot has made a
commitment to stocking products considered to be environmentally-preferable. On the other
hand, retailers have al so attempted introducing their own environmentally-sensitive product
lines. For example, the Texas-based Whole Foods Market has developed its own line of organic
food products as well as other “environmentally sound” products such as personal health care
products. Such actions on the part of retailers can diminish the effectiveness of independent
labels on theretailers shelves because multiple, competing labeling may cause confusion. The
extent of retaillers’ impact, however, istempered by the size of their operations. If they handle a
significant market share of a particular product type (e.g., dishwashing soap), they will have the
power to educate consumers through environmental labeling (and other avenues) as well asto
influence producers production/marketing strategies. By and large, however, most retailers will
function only as intermediariesin the flow of environmental information from manufacturer to
consumer dueto their relatively small sizein national markets.

5.4. Producer Interests

One of the unique qualities of environmental labeling isthat it opens up an untapped source of
information to consumers. Much of the information concerning the health and environmental
effects of products and product constituents is currently generated by manufacturers. This
information, however, typically does not make it to the ultimate consumer in aform that is
readily understandable. Producers have the ability to make information easy to read and
comprehend, but doing so is a double-edged sword because some consumers will switch to
products deemed to be more environmentally sensitive.

Producers cannot ignore that environmental marketing has emerged as an increasingly important

HBysiness and the Environment, vol. 9, no. 6, June, 1998.
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issue for consumers, producers, regulators, and policy makers. Producers have responded to
consumer demand (real, anticipated, or perceived) for products that are manufactured with
environmental considerationsin mind. They have done so by increasing environmental
marketing claims, submitting products to environmental |abeling programs for certification, and
introducing new or redesigned “green” products. Producers do this primarily to remain
competitive in a market where consumers are demanding environmental information. Any
competitive advantage (such as certification) or handicap (such as a hazard warning) is important
to aproducer in that it can set a company apart from its competitors. For example, when an
American paper company was the first to be certified by the Blue Angel program, a number of
German companies quickly followed suit. Conversely, California s Proposition 65 has spurred
manufacturers to change their product formulations to avoid carrying alabel that warns of the
risk of cancer and birth defects.

In addition, producers may be motivated by liability or public image concerns. By disclosing
environmental information on product labels, producers say they better equip consumers with
information to use, recycle, and dispose of the product/packaging safely. This may decrease
producers’ liability. By having their products certified by an environmental labeling program,
producers may be able to avoid financial and public relations risks as well asto increase sales.
For example, Germany’s Blue Angel is credited with creating incentives for manufacturersto
reformulate certain products (e.g., low-VOC paints and high-recycled-fiber-content paper
products) prior to any evidence of consumer demand for such products.

5.5. Operating Costs and Profit

An important factor in the success of any environmental labeling program isits ability to cover
its costs and therefore stay in business. The ease with which programs will be able to cover costs
varies depending on two questions:

> can the program charge enough in application, testing, audit and other feesto cover its
costs, and

> can the program subsidize its environmental labeling activities from other program
activities?

Subsidies may bein the form of professional and administrative time, office space and supplies,
etc. Because government-sponsored and/or operated programs will typically have other
resources to draw on, profitability may not be critical to the success or longevity of the program.
The same may be true for quasi-government programs, where there is still some access to
government resources, and for programs run by national standards institutes, for which
environmental labeling isjust one part of their operations. For privately-run programs and other
programs that do not have other resources to draw on, however, the ability to cover costs will be
critical to whether or not they remain in operation in the long run. For these programs, thereis an
inherent conflict in prioritizing efforts to develop award criteria and issue awards or otherwise
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evaluate products. Programs can lose credibility if they are thought to be motivated by profit in
their selection of product categories or in the awarding of labels.

5.6. Standardization of Environmental Labeling Programs

One of the more recent forces affecting environmental |abeling programsis an effort by the
International Organization for Standardization (1SO) to standardize environmental |abeling
programs. 1SO has set out standardizing criteriaand isin the process of developing additional
criteriathat prescribe certain elements to be present in environmental 1abeling programs meeting
the standards. Programs, in turn, have been adopting these principles even in draft form. Because
each program has different product categories, criteria, and environmental preferences, labels are
generally not transferable between one country and another. To avoid this problem, programs
have begun to standardize around the SO principles, finding ways to harmonize their programs.

The lack of anational, third-party labeling program in the US may affect standardization of
environmental |abeling programs. The majority of US government programs often exist to
implement specific requirements of statutes or regulations and have been in place for many years
(e.g., the US EPA’s pesticide program, through FIFRA, was established in 1947). Typically,
these are mandatory programs and are therefore usually hazard/warning labels. Asaresult, they
are specific to domestic US policy needs, and only US governmental authorities have the power
to impose such requirements. It may be more difficult to coordinate non-governmental US
programs with other worldwide labeling programs, particularly during bilateral or multilateral
harmonization and negotiations.

5.7.  Procurement Programs

The procurement activities of governments and large organizations are increasingly considering
environmental attributes of purchased goods and services. Such consideration istypically given
because the purchaser’ s mandate/mission also includes stewardship of environmental quality, as
is the case with governments, or because incorporating environmental attributes either benefits
the organization directly (e.g., reduced costs over the life of purchased goods) or indirectly (e.g.,
goodwill among stockholders or customers). Use of environmental labelsin purchasing
decisions, however, has given rise to discussion about a number of issues, such as whether labels
provide purchasers sufficient information to improve decision-making.

Nonetheless, US procurement pilot projects are providing a proving ground for the benefits and
drawbacks of using environmental 1abels and environmental labeling information in EPA’s
Environmentally Preferable Purchasing Program.
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The explicit consideration of environmental attributes in procurement can be addressed in a
number of ways. At one end of the spectrum, the organization or government conductsit own
research and establishes specific environmental attributes which may be preconditions for
submitting bids, used as price preferences. 1n some cases, however, athird-party environmental
labeling practitioner, rather than the government, may undertake the needed L CA-based analysis.
In situations where a procurement program relies on information provided or analyzed by athird-
party environmental labeling practitioner, it may be important for the procurement process to
include careful consideration of the underlying analysis, data, evaluation methodol ogy, and any
judgments that might be used.

The use of environmental labels by procurement programs has the potential to increase the market
presence of the labeled products and enhances the credibility of the labeling program. Although
most procurement programs do not require that only labeled products be bought, many programs,
such as Japan’ s Green Purchasing Network (GPN), encourage the purchase of “environmentally
preferable products,” which include ecolabeled products. GPN aimsto promote “green
purchasing” and has established purchasing guidelines for several product categories, aswell as
providing consumers with information on the environmental impact of products through
guidebooks and newsletters. There are 425 companies, 107 government agencies, and over 90
non-profit organizations that are members of the GPN.

A similar program has been established in the US through Green Seal’ s “ Environmental Partners
Program.” Businesses, government agencies, universities, non-profit and other organizations who
join the program as Pledged Partners, commit to buying environmentally-preferable products and
services as part of their procurement policies. These partners must annually provide Green Sedl
with alist of their purchases as away to ensure compliance with the pledge. Green Seal provides
all its Partners (pledged partners and those who simply subscribe to the program to receive
information) with the Choose Green Reports, which provide recommendations of specific
environmentally-preferable brands of products, including ecolabeled products, and list places
where these products can be purchased. The Partners program currently has over 400 members,
163 of whom are pledged members.

In the case of private procurement, product eval uations and determinations of environmental
preferability are a matter of cost-effective decision-making and the cost of information.
Government procurement, however, can be much more complicated because of the breadth of
government mandates and decision-making procedures. Though some countries, such as the
Netherlands, Japan, and Germany have informal procurement policies that ssimply encourage the
purchase of |abeled products, particularly as part of alocal or national government agency’s
policies, only afew labeling programs are associated with formal procurement requirements. For
example, the countries in the Nordic Council require that their local and national governments
purchase Nordic Swan labeled products whenever possible.
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6. Recent Trends and Future Outlook

While there are marked differences among programs, their mission statements are basically
consistent on three major points, which are reflected in the 1SO draft on general principles
(14020):

> the objective of environmental labels (and declarations) is market-driven continuous
environmental improvement;

> thiswill occur if labels can increase the demand for and supply of environmentally
preferable products and services; and

> ecolabels should communicate verifiable, accurate, non-deceptive information on the

environmental attributes of products and services.

Many involved in the formulation of environmental policy and those affected by it see
environmental labeling as one tool that differs dramatically from regulatory command-and-control
approaches affecting manufacturing, yet may offer society a market-based means of capitalizing
on (individual) consumers' interest in environmental protection and improvement. To date, the
effectiveness of labels as a policy tool has not been thoroughly studied. Some successes, such as
Blue Angel’slow-VOC paint labeling, have been documented, but worldwide there is insufficient
market penetration to make accurate assessments of environmental labeling’svalue. This section
identifies a number of overview findings that provide context for the future of environmental
labeling in the near term:

> There is amarked trend toward globalization of previously domestic programs;

> There is awidespread commitment by the programs to standardize methodologies and
harmonize programs; and

> There are several issues (e.g., free trade agreements) that, depending upon their resolution,

may drive wedges between programs or otherwise constrain the growth and use of
environmental labeling, particularly third-party labeling programs, as a policy tool.

A wide range of government policy makers, manufacturers, and consumers are acutely interested
in whether these trends will continue. Many labeling programs and some manufacturers have
made significant investments in order to participate or compete in labeling. Objections to the use
of environmental labeling have come from several sectors. Certain trade officials and
manufacturers, fearing possible |oss of their competitive position, have objected to the use of

L CA-based product standards as contrary to GATT. Companies that do not want the added costs
of certification or having to place an environmental claim on their labels have also raised
complaints. Some foreign manufacturers see ecolabeling programs as aform of protectionism for
domestically manufactured goods. Proponents see labeling as arelatively non-intrusive policy
tool with which to make more transparent the environmental attributes of goods and services. The
future level of environmental labeling activity in the US and world markets depends on a diverse
combination of factorsincluding: prevailing economic conditions; political support for and
opposition to global free trade, societal commitment to consumer right-to-know; ambient
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environmental quality and goals; local conditions that might affect the environmental impacts of
manufacture; consumer use of labeling information; the development of standardized

methodol ogies and operating practices for environmental |abeling programs worldwide; and their
individual and collective success in the marketplace.

6.1. The Proliferation and Globalization of Environmental Labeling Programs

Of the programs for which information could be collected, 17 had formed as of 1989. By 1997,
the number had grown to 49. This proliferation has occurred for many reasons, including market-
specific reasons. In addition to the increased number, the operations of and interactions among
programs is expanding beyond their domestic origins. From alarger perspective, there are severa
drivers of program proliferation and globalization:

trade in goods has become increasingly global;

there has been increasing recognition of consumers' right to know in the US and abroad,
competitive pressures on manufacturers and countries to initiate programs have arisen; and
new programs have been able to accelerate their development based on the experience of
and information generated by existing programs.

>
>
>
>

As mentioned earlier, foreign trade in proportion to domestic consumption of goods has increased
over the past fifteen years. International trade worldwide has increased from $4.0 trillion in 1985
to $7.3 trillion in 1993. Environmental labeling programs have responded to the changing pattern
of trade and consumption in a number of ways. Programs are having to consider logistical and
cost recovery issues related to evaluations of imported products and to factor in importsin certain
market analyses. In addition, certain programs have been involved in facilitating the entry of
their own country’s exports into foreign markets where environmental 1abeling exists.

Governmental consumer right-to-know initiativesin the US (e.g., the Toxics Release Inventory,
the Federal Aviation Administration’s publication of airline performance statistics, and EPA’s
Consumer Labeling Initiative) and abroad (e.g., UNEP s Food and Agriculture Organization’s
1985 Code of Conduct on the Distribution and Use of Pesticides, as amended in 1989, which
establishes the principle of shared responsibility of governments and others to ensure consumers
are informed and safe through a variety of meansincluding product |abeling) have established the
right of consumersto have access to information on potential health and (local) environmental
hazards. Non-governmental right-to-know initiatives may take the form of grass root movements,
such as boycotts, information dissemination such as environmentally-oriented buying guides, or
petitions establishing statutory requirements, such as California’ s Prop 65. At the same time,
consumer environmental interests have broadened to include information on other environmental
attributes, such as possible environmental impacts at remote locations — often expressed as
concern for sustainable production practices. Product labeling is among one of the most direct
ways to summarize and transmit to consumers assessments of the products environmental
attributes.
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New programs have been created for awide variety of reasons. Among the mission statements
submitted, one of the most frequently cited goalsisto inform and provide information to
(domestic) consumers, although no programs referenced a consumer demand study when
providing background on their formation. However, competitive positioning of manufacturers,
trade ministries, and governments has also played arole in the genesis of particular programs. For
example, the Indian government has asked several research institutions in the country to provide
local textile manufacturers with information about dyes that have been banned by the EU, one of
India slargest textile importers. The government and universities are providing Indian textile
manufacturers information about these dyes as well as information about aternative, less toxic

dyes.

In an effort to move toward equivalency, harmonization, and/or mutual recognition, the Global
Environmental |abeling Network (GEN) was formed by national and multinational ecolabel
licensing organizations. “The GEN shall foster cooperation, information exchange, and longer-
term harmonization with regard to environmental labeling...” and “... shall promote environmental
labeling programs worldwide.” The short-term objectives of GEN are to create an ongoing
framework for information exchange, to ensure that the interests of environmental labeling
programs are represented, and to provide aforum for regular member meetings. In addition, their
long-term goals include moving toward harmonization and offering information to devel oping
programs. To the extent that groups such as GEN are successful in reducing the barriers to entry,
the number of labeling programs may continue to grow.

Thus far, GEN has 20 members.*> While membership is open to all national and multinational
environmental |abeling licensing organizations, they must meet the following criteria:

based solely on voluntary participation for potential licensees,

run by not-for-profit organizations without commercial interests;

exhibit independence from undue commercial interests,

the source of funding shall not create a conflict of interest;

seek advice from, and consult with, stakeholder interests;

legally protected logo;

determination of criteria based on an assessment of the overal life of a product category;
open access to potential licensees from all countries,

criterialevels established to encourage the production and use of products and services
that are significantly less damaging to the environment than other products; and

v v v v v v v \4 \4

12They include Austria, Brazil, Canada, Croatia, Germany, Greece, Israel, Japan, Korea, Luxembourg, New
Zealand, Norway, Spain, Sweden, Swedish Society for Nature Conservation, Taiwan (ROC), Thailand, US, and
UK.
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> periodic review, and if necessary, update of both environmental criteria and categories,
taking into account technological and market place development.*®

Coordination and cooperation among labeling programs increases the ability of new programsto
accelerate their devel opment based on the experience of and information generated by existing
programs. For more developed programs, such cooperation can facilitate development of new
product categories or award criteria. One example of inter-program coordination is Green Seal
and Canada s TerraChoice. Both programs recognize each other’ s product criteria, and have
adopted each other’ s product criteriafor certain product categories.

The increased pace of information transfer has also been fostered by the efforts of severa
international organizations, most notably GEN and 1SO. Still dlightly less than one-half of the
programs responding (21 of 49) reported that they actively work with programsin other countries.

In addition to information transfer, programs have also explored several other harmonization
measures that reduce the hurdles of program formation and development. In general, such
measures recognize the research and judgments of another program, falling into two categories:
mutual recognition and technical equivalence. Mutual recognition means that two or more
programs agree to recognize each other’ s licensed seal or product assessment. The underlying
premise for mutual recognition is that each program sufficiently captures the environmental
attributes of products given differing local conditions. That is, a product having received a label
in one program is eligible for alabel from the second program (typically in another country or
market) and need not undergo complete product evaluation again. For example, paper products
that have been certified under the EU ecolabling program need not go through additional
evaluation if they seek to receive the Nordic Swan label. Technical equivalence means that two or
more programs view the other’ s product category definition, award criteria, and/or product
assessment methodology as essentially the same astheir own. Thisistrue of certain product
categories common to both the US Green Seal program and Canada’ s TerraChoice program.
Programs can use technical equivalence as a basis for coordinating research, information
gathering, and even mutual recognition.

6.2. Standardization

Since 1992, many labeling programs have participated in a variety of standardization and
harmonization efforts. Most significant is the international coordination of developing
standardized definitions, analytical procedures, and program characteristics under the auspices of
ISO. Product evaluation and program standards are being devel oped by 1SO for two types of
third-party programs. Type | appliesto seal-of-approval programs; Type |11 appliesto eco-profiles,
or report cards. As part of this research, programs were asked about their level of participation in

3Erom World Wide Web site http://www.interchg.ubc.ca/ecol abel/gen.html
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the I SO process and the program’s commitment to 1SO draft and/or final standards. In addition,
some less formal standardization occurs as part of harmonization -- the formal and informal
cooperation and coordination of programs to increase consistency across programs.

Activities range from using common terminology to the informal sharing of methodological
approaches used to develop award criteria. 1t should be stressed that the 1 SO standards
development processis ongoing. Of four proposed standards on environmental labeling, only two
are close to being finalized. In addition, the Organization for Economic Cooperation
Development (OECD), GEN and EU-US bilateral agreements have and will continue to foster
standardization by reducing the very real barriers to information transfer, thus enabling programs
to access the best, most up-to-date information available needed for individual labeling efforts.
For example, research on topics such as product evaluation methodologies and data sources that
occurs under the auspices of OECD (funded by OECD member countries) assists programs
worldwide in learning from one another. GEN provides a current inventory of the existing
standards of its members and facilitates the sharing of individual program’sresearch. Bilateral
agreements can foster mutual recognition of the larger mission of both governments and their
respective labeling programs. They can also assist both parties to identify common interests and
basic areas of cooperation (typically the sharing of methodol ogies and information). However, to
the extent that the dominant programs differ in their opinions of the benefits of and need to
standardize, thereis arisk that 1SO standards will not be finalized. If so, environmental labeling
will continue to be characterized by diverse methodological approaches and inconsistency.

One example of standardization’s possible effects on individual programs involves the stipulation
that the development of award criteria should be based on some form of life cycle analysis. The
draft 1SO standards call for use of life cycle considerationsin all phases of labeling: product
category selection, establishment of award criteria, and product evaluation. This approach was
neither feasible nor common in the 1980s, when a number of the currently active programs began.
Recent trends, however, have shown that more and more programs are utilizing either full LCA or
amodified version of LCA. Of the 49 programs covered in this report, 21 of them uselife cycle
methodologies. Severa older programs, such as Japan’s EcoMark, have shifted toward Life-
Cycle-Assessment-based methodologies, but the investment in past standards may be problematic
for programs such as Germany’ s Blue Angel, which have standards for 88 product categories,
most based on post-manufacture phases of the life cycle. Should that program adopt afull LCA
(following SETAC’ s guidelines), all existing standards would need to be revisited at a tremendous
cost to the program.

Currently, 1SO technical committees, technical advisory groups, and working groups have been
organized to address standardization of awide range of matters, including genera principles of
ecolabeling, guiding principles and procedures for Type | programs, guiding principles and
procedures for Type |11 programs, and principles and framework of LCA. The draft standards for
program administration recognize the benefits of transparency and non-discrimination, which
some programs have been criticized for not providing. These standards, in conjunction with the
development of product evaluation methodology and L CA standards, are expected to improve
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programs’ interactions with al interested parties, increase the efficiency of operations, improve
the credibility of labeled information in the marketplace, and ultimately drive environmental
quality improvements.

Consensus on the benefits of, the need for, and a definition of LCA may be elusive precisely
because those participating in 1SO have differing self interests. Those participating in standards
development in the US delegation include all levels of government, consumer product and
commercia product manufacturers (both US and foreign-owned), trade associations, consultants,
academics, public interest groups, labeling programs, and testing organizations. Many programs
are actively participating in the development of standards pertinent to their program. Some, such
as Japan and the EU, have made interim program improvements that are consistent with draft
standards. However, because the | SO processis lengthy and ever-changing, programs will be
unlikely to commit resources or reinvent themselves to meet 1SO standards until they are
finalized.

6.3. Wedge Issues

Several issues may drive wedges between programs or otherwise constrain the growth and use of
environmental labeling as an effective policy tool. Such forces range from those within the
labeling programs themselves (e.g., self interest in preserving the status quo) to forces external to
programs (e.g., international trade agreements) and issues involving the programs and their major
customers/constituents (e.g., self-sufficient financing). The ultimate resolution of these issues
cannot be predicted at thistime. Of those identified in this section, some have aready had real
effects on labeling programs, for example, GATT prohibition of PPM restrictions. Others, such
asthe possible limitations of SO standards, are described as potential obstacles. Each issue
should be viewed as important and a possible determinant to the future success or failure of
existing labeling programs.

Program Goals

As mentioned above, environmental |abeling program mandates are very similar. One important
difference among programs, however, is their differing expectations regarding the ability of
labeling information to inform and educate consumers and to change consumer purchasing
decisions. The seal of approval programs (SO Type |) assume that the information needed to
accurately describe numerous environmental attributes and LCA resultsistoo complex and too
extensive to present on alabel. Consequently, the labeling organization synthesizes this
information and establishes what it hopes to be a credible judgment of preferability (the licensing
of the logo for qualifying products). On the other hand, report card programs (1SO Type 1)
believe that individual consumers can themselves prioritize across environmental burden (or
stressor effect) categories (e.g., water consumption and air pollutants released) and that the
consumer needs no interpretation. In that respect, the report cards (e.g., nutritional labeling)
standardize and present environmental information.
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One important difference between environmental report cards and the nutrition label is that
environmental attributes are far more complex and difficult to standardize. For example,
environmental impacts are typically site-specific, and differences in how the product is used and
disposed of must be assumed. At present thereis no conflict between these labeling approaches,
since they have yet to gain significant penetration in the same market. If they do, consumer
confusion might result from labeling clutter. (If productsin the same category had different |abel
types, comparisons cannot be made. Multiple labels on different products might confuse
consumers.) Such differencesin how consumers use label information could affect aprogram’s
suitability to label certain products, affect non-retail use of labels and labeling information, and
shape their near-term objectives and goals. I1n an overarching sense, the competition between the
differing approaches to presenting environmental information on the label can be expected to
constrain information-sharing alliances and may create conflicts among programs.

Limitations to Standardization

| SO and other processes drive standardization and have already prompted several programs to
change their operations. Programs may be limited, however, in facilitating certain changes at the
program level. The most significant limitations may be the adoption of effective program
transparency and how to reconcile new methodol ogies with existing program protocols and
licensed awards. In addition, harmonization of nontechnical matters, such as cultural norms and
values used in prioritization and tradeoff analyses among attributes, may impede mutual
recognition of award criteriain particular product categories.

In the US, regulatory development is an excellent example of areadily transparent process. The
regulatory agendais published, as are preliminary proposals. All governmental analyses of the
proposals are publicly available upon request, as are summary reports detailing proposals. Public
comments are solicited for anywhere from 60 to 90 days at several stages. A public docket is
prepared so that anyone may review all comments. Public meetings may be held at various times
throughout the process. Subsequently, the Agency must respond, in the record, to each comment
made, prior to revising analyses or proposals. Several rounds of proposals and public input may
occur prior to the proposal of afinal rule along with its estimated impacts and benefits -- based on
assumptions, data sources, and analytical methodology that have been thoroughly reviewed. This
isfairly costly for the government and a time-consuming process, but one that is thought to
guarantee transparency and facilitates participation by as many interested parties as possible.

Environmental labeling programs, particularly those with very limited funding, may operate with
limited input on the development and/or limited review of proposals for product category
selection and award criteria. This streamlined approach eases development of new product
categories and criteria and allows the program to better control the process. In addition to the
procedural constraints, there are practical limits to widespread participation when stakeholder
accessislimited in duration. For example, foreign manufacturers and public interest groups are
more likely to be excluded from alimited process, or one in which regular participation on ad hoc
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committeesis required, because of the high cost of participation. Unless there are changesto the
amount of information made public and how it is disseminated at each step of the process, the
more streamlined labeling programs may not comply fully with the 1SO principle of transparency.
Draft 1SO standards also call for non-discrimination. That is, all domestic and foreign parties
should be treated on an equal footing. Thisisan immense challenge for programs because
currently there is no system to disseminate proposals and operational information and to collect
input on an international scale. International information exchange efforts using the Internet, asis
being tried by GEN, may help programs reach the goals of transparency and non-discrimination.

Asthe | SO process moves forward, each program is assessing how iy might reconcile new
methodologies with its existing program. Even if the methodological differences can be
standardized, mutual recognition remains the only solution to certain inherent differences among
programs. Such country/market differences will certainly result in differences anong award
criteriafor the same product. For example, Country A’s market basket analysis may contain a
small share of environmentally preferable performers (imported from Country B). In Country B,
the share of those products may exceed 50 percent. Country A’s labeling program could help to
shift the market toward the environmentally preferable alternatives at the expense of its domestic
manufacturers. Alternatively, the LCA could reveal that the impact of the greatest environmental
burden of the product manufacture differs dramatically between the countries based on local
conditions (e.g., availability of water or suitable disposal capacity). LCA itself does not
incorporate cultural values.

6.4. Future Outlook

In addition to the background information presented in this report, it would be useful to have an
accurate forecast of how environmental |abeling activities and programs will interact with
governmental policies and social concerns. Unfortunately, the future of such labeling in the
marketplace istoo complex. There are, however, a number of issues that are important for which
trends can be projected into the near term, and others that can be identified as important but for
which the near-term outcome cannot be anticipated at this time.

Given recent history and the interests of those participating, SO efforts on draft standards are
expected to continue, although there will be differencesin rates of standards development and
outcome. To the extent that the standard setting process involves mgjor stakeholders and a
representative (international) group of minor stakeholders, most standards are likely to be
finalized. The extent to which standards are adopted by individual programs will depend upon: 1)
the adoption of programmatic changes called for in draft 1SO standards, such as effective and
inexpensive means of ensuring transparency and public participation; and 2) the extent to which
LCA and harmonization issues have been articulated and addressed during in the intervening
period.

66 Recent Trends and Future Outlook



What trade issues will arise, how these conflicts are resolved, and in what venue they will be
resolved (e.g., WTO decisions, bilateral negotiations) are all important near-term drivers
affecting the long-term future of environmental labeling. The fact that the first few will be
precedent-setting throughout the world makes them of particular interest. Consequently, those
labeling programs and efforts less likely to attract trade conflicts (e.g., because their product
criteriado not include PPMs or product content in asignificant way), are better positioned to
succeed in the short term. In the longer term, compatibility with SO standards, trade conflict
resolution precedents, and cost-effective operating practices will play an increasingly important
role in the success of environmental labeling.

Demand for environmental information as provided by labeling programs is generated from
several sources. The maor consumers of such information are expected to continue or increase
their demand in the next five to ten years. Governmenta procurement programsin the US and
Europe aready consider environmental attributes in their decision-making and look to labeling
programs as important contributions to the process. Similarly, product stewardship and vendor
screening activities as related to 1SO 14000 programs will foster use of such information in
private sector procurement and product design. Regulatory requirements will also increase
demand for environmental information. Inthe US, for example, facilities covered by the
expansion of Toxics Release Inventory reporting to new industries will need information on the
content and composition of inputs.

Demand from retail consumersis associated with knowledge of and concern about environmental
issues and isfar less predictable. One of the primary limitations in environmental labeling
programs to date has been alack of awareness on the part of consumers. Increased consumer
awareness about environmental issues and the existence and purpose of environmental |abeling
could significantly affect the success of programs. If national and international news events, in
combination with consumer education, increase awareness of environmental issues and labeling
information is found to be credible and useful, retail consumer demand islikely to increase. The
degree of changein retail consumer interest over timeis, however, more uncertain. In turn, the
viability of programs dependent upon fees for services and licensing fees are more at risk from
any downturn in demand from customers (throughout the supply chain) than are programs with
other sources of funding (such as governmental subsidies) or those programs with a diverse set of
products/services (such as consulting and testing not directly related to labeling).
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Appendix A:

Overview of Environmental Labeling Programs Covered in this Report

Mandatory/ Type of Govt/ Non- No. of Product
Country Seal Category Voluntary Type of Label Program Govt Year Founded | Categories
Developed
Programs
Austria Austrian Eco-Label Type | \% Seal of Approval Positive Govt 1991 35
Canada Canada's Environmental Choice Type | \% Seal of Approval Positive Quasi 1988 49
China - Type | \% Seal of Approval Positive Govt 1994 12
Croatia Croatia's Environmental Label Type | \% Seal of Approval Positive Govt Unknown 33
Czech Republic - Type | \ Seal of Approval Positive Govt 1994 17
Denmark Nordic Swan Type | \% Seal of Approval Positive Quasi 1989 42
EU European Union Ecolabel Award Scheme Type I/l \% Seal of Approval Positive Govt 1992 11
Finland Nordic Swan Type | \% Seal of Approval Positive Quasi 1989 42
France NF-Environnement Type | \% Seal of Approval Positive Govt 1992 6
Germany Blue Angel Type | \% Seal of Approval Positive Govt 1977 88
Germany Green Dot Type | \% Single Attribute Positive Quasi 1990 7
Iceland Nordic Swan Type | \% Seal of Approval Positive Quasi 1989 42
India Eco-Mark Type | \% Seal of Approval Positive Govt 1991 16
Japan Ecomark Type | \% Seal of Approval Positive Quasi 1989 69
Korea Ecomark Type | \% Seal of Approval Positive Govt 1992 36
Luxembourg European Union Ecolabel Award Scheme Type | \% Seal of Approval Positive Govt 1992 11
Malaysia Product Certification Program Type | \% Seal of Approval Positive Govt 1996 1
Netherlands Stichting Milieukeur Type | \% Seal of Approval Positive Quasi 1992 32
New Zealand Environmental Choice Type | \% Seal of Approval Positive Quasi 1990 17
Norway Nordic Swan Label Type | \% Seal of Approval Positive Quasi 1989 42
Singapore Green Label Singapore Type | \% Seal of Approval Positive Govt 1992 21
Spain AENOR Medio Ambiente Type | \% Seal of Approval Positive Non-Govt 1993 3
Sweden SIS-Nordic Swan Label Type | \% Seal of Approval Positive Quasi 1989 42
Sweden Good Environmental Choice Type | \ Seal of Approval Positive Non-Govt 1990 17
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Appendix A:

Overview of Environmental Labeling Programs Covered in this Report

Mandatory/ Type of Govt/ Non- No. of Product
Country Seal Category Voluntary Type of Label Program Govt Year Founded | Categories
Taiwan Green Mark Taiwan Type | \% Seal of Approval Positive Non-Govt 1992 35
Thailand The Thai Green Label Scheme Type | \% Seal of Approval Positive Quasi 1993 6
UK European Union Ecolabel Scheme Type | \% Seal of Approval Positive Govt 1992 11
Information
us Battery Labeling N/A M Disclosure Neutral Govt 1996 3
us Chlorine Free Products Association Type | \% Seal of Approval Positive Non-Govt 1997 2
us ECO-O.K. Type | \% Seal of Approval Positive Non-Govt 1987 5
us Ecotel Type | \% Seal of Approval Positive Non-Govt 1994 1
us Energy Guide Type llI M Report Card Neutral Govt 1975 19
us Energy Star Limited Attributes Seal \% Seal of Approval Positive Govt 1992 26
us Fuel Economy Information Program Type llI M Report Card Neutral Govt 1975 1
Private - non-
us Green Seal Type | \% Seal of Approval Positive profit 1989 88
us ODS - Ozone M Hazard Negative Govt 1990 Undefined
us Office of Pesticide Program (FIFRA) M Hazard Negative Govt 1947
us Proposition 65 Other M Hazard Negative Govt 1986 Undefined
us SCS - Claim Certification Type ll/various \% Seal of Approval Neutral Non-Govt 1991 4
us SCS - Eco-Profile Type llI \% Report Card Neutral Non-Govt 1989 All
us SCS - Forestry Type | \% Seal of Approval Positive Non-Govt 1991 2
us SCS - NutriClean Type | \% Single attribute Positive Non-Govt 1984 1
us Smart Wood Program \%
us TSCA M Hazard Negative Govt 1976
us Vermont M Hazard Negative Govt 1991 35
us WAVE Type | \% Seal of Approval Positive Govt 1992 1
us Greening the Government Buying Guide N/A Buying Guide Neutral Govt 1997 N/A
us The Green Pages Buying Guide N/A Buying Guide Neutral Govt 1993 N/A
US EPA VOC Emission Standards for Information
us Architectural Coatings N/A M Disclosure Negative Govt 1998 50
Programs in
Development
Brazil ABNT - Environmental Quality Type | \% Seal of Approval Positive Quasi 1993 2
us Consumer Labeling Initiative In Progress In Progress In Progress In Progress |In Progress In Progress In Progress
us Electric Utility Labeling In Progress In Progress In Progress In Progress | Quasi In Progress In Progress
us Small Spark Ignited Engines In Progress \% Seal of Approval Positive Govt In Progress In Progress
Finland Type llI Type llI Report Card Neutral Govt
Indonesia BAPEDAL Type | \ Seal of Approval Positive Govt 1995-present? In Progress
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Appendix A:

Overview of Environmental Labeling Programs Covered in this Report

Mandatory/ Type of Govt/ Non- No. of Product
Country Seal Category Voluntary Type of Label Program Govt Year Founded | Categories
Indonesia Ministry of Trade Type | \% Seal of Approval Positive Govt unknown In Progress
Indonesia Indonesian Ecolabeling Working Group Type | \% Seal of Approval Positive Non-Govt 1994 1
Germany Type llI Type llI Report Card Neutral not yet developed
Hong Kong Eco-label not yet developed
Not Operational
Australia N/A N/A N/A N/A N/A N/A N/A N/A
us OAQPS labels/CA program N/A N/A N/A N/A N/A N/A N/A
Argentina - N/A N/A N/A N/A N/A N/A
Chile - N/A N/A N/A N/A N/A N/A

No Information

Provided

Greece

Italy

New Zealand Project 98 - food label

us Flipper

Sweden Swedish Type IlI

Germany Blue Angel's Green Passport - private
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Appendix A: Overview of Environmental Labeling Programs Covered in this Report

Indicated that Significant Foreign
Standards Have Program Other Programs/ Based
Country Seal No. of Awards |Changed Changes Actvities Licenses Methodology
Developed
Programs
Austria Austrian Eco-Label 150 Yes No No 10 LCA
Canada Canada's Environmental Choice 126 Yes Yes Yes 10 LCA
China - 43 unknown No No 0 single-attribute or few factors
Croatia Croatia's Environmental Label 15 Unknown Unknown Unknown Unknown LCA
Czech Republic - 198 No 0.41 LCA
Denmark Nordic Swan 350 Yes Yes No 20% LCA
EU European Union Ecolabel Award Scheme 182 Yes Yes No N/A LCA
Finland Nordic Swan 350 Yes Yes No 20% LCA
France NF-Environnement >300 No Yes No 0 Simplified LCA
Germany Blue Angel 4135 Yes No No 17% modified LCA - only looks at final impact
Germany Green Dot N/A Yes No Yes Unknown Single attribute
Iceland Nordic Swan 350 Yes Yes No 20% LCA
India Eco-Mark 1 No No No 0 LCA
Japan Ecomark 2031 Yes Yes Yes Unknown LCA
Korea Ecomark 219 No No Unknown Unknown modified LCA
Luxembourg European Union Ecolabel Award Scheme 182 Yes Yes No N/A LCA
Malaysia Product Certification Program unknown 0 No No 0 single-attribute
Netherlands Stichting Milieukeur 86 Yes Yes No LCA
New Zealand Environmental Choice 55 1 Yes No 0 LCA
Norway Nordic Swan Label 350 Yes Yes No 20% LCA
Singapore Green Label Singapore 702 Yes No Unknown Unknown simplified LCA
Spain AENOR Medio Ambiente 14 No No No LCA
Sweden SIS-Nordic Swan Label 350 Yes Yes No 20% LCA
Sweden Good Environmental Choice 1139 Yes No Unknown Unknown simple multi-attribute
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Appendix A: Overview of Environmental Labeling Programs Covered in this Report

Indicated that Significant Foreign
Standards Have Program Other Programs/ Based
Country Seal No. of Awards |Changed Changes Actvities Licenses Methodology
Taiwan Green Mark Taiwan 102 Yes Yes No 4 LCA
Thailand The Thai Green Label Scheme 0 0 Yes No LCA
UK European Union Ecolabel Scheme 182 Yes Yes No N/A LCA
us Battery Labeling N/A N/A No No N/A N/A
us Chlorine Free Products Association 2 0 No Yes unknown single-attribute
us ECO-O.K. about 100 0 No Yes ? Other
us Ecotel 34 unknown No Yes Yes proprietary
us Energy Guide N/A N/A Yes No N/A N/A
us Energy Star Yes Yes Yes 0 single attribute
us Fuel Economy Information Program N/A N/A Yes No N/A N/A
us Green Seal 300 Yes Yes Yes 5 LCA
us ODS - Ozone N/A N/A Yes No N/A N/A
us Office of Pesticide Program (FIFRA) N/A No No N/A
us Proposition 65 N/A N/A No No N/A single-attribute
us SCS - Claim Certification 2000 Yes No Yes Yes single-attribute
us SCS - Eco-Profile Unknown Yes Yes Yes Yes LCSEA
uUsS SCS - Forestry 50 Yes Yes Yes Yes Other
us SCS - NutriClean 400 growers  |No No Yes Yes single-attribute
us Smart Wood Program
us TSCA No No
us Vermont N/A No Yes Yes N/A single-attribute
us WAVE 750 0 No Yes No N/A
us Greening the Government N/A N/A N/A N/A N/A N/A
us The Green Pages N/A N/A N/A N/A N/A N/A
US EPA VOC Emission Standards for
us Architectural Coatings N/A No No No N/A single-attribute
Programs in
Development
Brazil ABNT - Environmental Quality In Progress In Progress In Progress ? In Progress |LCA
us Consumer Labeling Initiative In Progress In Progress In Progress In Progress In Progress |In Progress
us Electric Utility Labeling In Progress In Progress In Progress In Progress In Progress |In Progress
us Small Spark Ignited Engines In Progress In Progress In Progress In Progress In Progress |In Progress
Finland Type llI
Indonesia BAPEDAL In Progress In Progress In Progress In Progress In Progress | In Progress
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