T A B L E

O F

C O N T E N T S

p1

Message from the Chair

p14

TNS International

p2

About the Natural Step

p16

Acknowledgements

p4

The Natural Step Framework

p18

Financial Information

p6

2003 Program Highlights

p20

Board of Directors and Staff

p12

2004 A Look Forward

“The great challenge of this era is to bring human activities everywhere
into alignment with the rest of the natural world...The Natural Step
provides an elegant framework, a compass, to guide us on the road ahead
and is a powerful tool for all seeking a new mental model to move their
businesses into a sustainable future.”

Maurice F. Strong, Secretary General
UN Earth Summit 1992

Message from the Chair
We have come a long way since a group of 100 Canadians met in Orangeville, Ontario
in the summer of 1996 to hear a Swedish doctor named Karl-Henrik Robèrt talk about the
conditions for a sustainable society. At that meeting, The Natural Step Canada germinated and
began to take root as an organization, backed by a diverse group of committed Canadians.
For the past few years The Natural Step Canada has focused its efforts on developing its
internal capacity to deliver high quality educational and advisory services. We have developed
a sophisticated, results-oriented sustainability education and training program, created the
supporting tools and materials, and conducted a variety of pilot projects. We have already
achieved some notable successes, and have developed a strong demand across the country
for our materials and services.
This past year has been one of exciting transformation and growth for The Natural Step
Canada. We took bold steps to signiﬁcantly expand the scope of our activities. We have hired
two full-time sustainability advisors, appointed a new board of directors, opened a new head
ofﬁce in Ottawa and forged strong relationships with key partners, such as the Federation of
Canadian Municipalities.
This year we also approved a new strategic direction focused on Canadian communities.
With the generous help of the J.W. McConnell Family Foundation, we have set the stage
for The Natural Step to Sustainable Communities, an exciting program offering services for
sustainable municipal operations, and a community-wide engagement process, modeled
after our successful work with Whistler, BC.
Sustainability is the greatest challenge of our times. We are living in a world where
smog chokes our children, where cars are grid-locked on overcrowded highways,
where clean drinking water cannot be taken for granted, where chemicals are accumulating
in our food supplies, where ﬁsh stocks are being depleted. Nevertheless, we remain inspired
by the sustainability champions and role models we have had the pleasure of working with
– municipalities, corporations, NGOs and individuals. Your stories of progress, innovation and
visionary change are what keep us going. We hope we can continue to play a role in helping
you ﬁnd solutions.

Kelly Hawke Baxter, Chair of the Board
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Who We Are
The Natural Step Canada is part of an international, non-proﬁt, research, education
and advisory organization that uses a science-based, systems framework to
help organizations, individuals and communities take meaningful steps toward
sustainability. The mission of The Natural Step (TNS) is to act as a catalyst to bring
about systemic change, by making fundamental principles of sustainability easier
to understand and effective sustainability initiatives easier to implement.
Founded in 1989 in Sweden by Dr. Karl-Henrik Robèrt, the organization now has
ofﬁces in ten countries. TNS has received numerous awards from around the world
for its work in sustainability including Mikhail Gorbachev’s Millennium Award in
1999 and The Blue Planet Award in 2000 – considered the “Nobel Prize of the
Environment”.

About The Natural Step
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Why The Natural Step?
How do we make economic progress, giving everyone the opportunity for a fulﬁlling life, without
continuing to damage the natural systems upon which we all depend? That is the challenge of
sustainable development.
For new solutions we need more than science simply telling us about the impacts of our
unsustainable activities. What is needed is a framework by which we can come to grips with the
whole system – one that focuses upstream on the root causes of our damaging impacts and allows
us to design the problems out of society, rather than reacting to unforeseen consequences.
The number of tools and methods for dealing with environmental and social issues has grown to a
point of confusion. They all have something to offer, but to be really useful there must be a way of
evolving a shared, science-based mindset to facilitate complex decision-making and to integrate
these various approaches.
Given this need and challenge, The Natural Step has:
• developed such a framework
• documented its scientiﬁc relevance
• established a sufﬁcient track record to prove its potential.
The Natural Step Framework is now being used internationally by hundreds of organizations,
including Fortune 500 companies, government departments, universities, municipalities, and
small- and medium-sized businesses in their respective journeys to sustainability.
The Natural Step provides two unique services:
• a clear, compelling, science-based deﬁnition of what sustainability is
• a practical strategic planning framework to help organizations make smart economic
decisions while moving toward their sustainability goal.
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The Natural Step Framework
The Natural Step Framework

is a methodology for
planning that provides an elegant, rigorous, science-based understanding
of sustainability together with a tested planning approach to translate that
understanding into practice. It deﬁnes sustainability at the principle level,
which enables organizations to create optimal strategies for dealing with
the present-day situation and to move strategically toward sustainability.
The Framework has the following main components: The Funnel as a
Metaphor; The System Conditions for a Sustainable Society; Backcasting
from Principles; and a Four-Stage ABCD Strategic Planning Process.

The Natural Step’s Four System Conditions
On it’s own, the earth is a sustainable system. Scientists agree that
human society is capable of damaging nature and altering life-supporting
ecological structures and functions in only three major ways. Based on this
scientiﬁc understanding, The Natural Step has deﬁned three basic system
conditions for maintaining essential ecological processes. In addition, The
Natural Step recognizes that social and economic dynamics fundamentally
drive the actions that lead to ecosystem changes. Therefore, the fourth
system condition focuses on socio-economic dynamics and afﬁrms that
meeting human needs worldwide is an integral and essential part of
sustainability.
In a sustainable society, nature is not subject to systematically
increasing:

The Funnel as a Metaphor
In the quest for good health, welfare and economic prosperity, we are
systematically destroying the system that we, as humans, are completely
dependent upon – nature. Life-sustaining natural resources, such as clean
air and clean water, are subject to increasing deterioration due to human
activity. Forests are being lost and species extinction is gathering pace. At
the same time, nature’s long-term productive capacity is being degraded
in ﬁelds, forests and oceans. The reason for nature’s reduced productive
potential is that we are polluting and displacing nature in various ways.
Renewable resources are being used up at such a rate that nature does not
have time to build new ones. At the same time, there are more and more
people on earth in need of these resources, and per-capita consumption
is increasing. It’s as if all of civilization is moving deeper into a funnel
whose narrowing walls demonstrate that there is less and less room to
manoeuvre, in order to avoid “hitting the wall.”
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1) concentrations of substances from the earth’s crust;
2) concentrations of substances produced by society;
3) degradation by physical means;
and, in that society people are not subject to conditions that
systematically
4) …undermine their capacity to meet their needs.

Backcasting from Principles

The ABCD Planning Process

The TNS Framework uses a planning approach called “Backcasting from
principles.” Backcasting is a methodology for planning that involves
starting from a description of a successful outcome, then linking today
with that successful outcome in a strategic way: what shall we do today
to get there?

The System Conditions describe the basic requirements that must be met
in a sustainable society. How can these System Conditions be applied to
an organization’s everyday operations? The Natural Step has developed
and tested an approach to help organizations incorporate sustainability
into their core strategies. The four-step “A-B-C-D” process below provides
a systematic way of guiding this process:

The TNS Framework uses the scientiﬁcally rigorous System Conditions as
the basis for its deﬁnition of success from which to backcast. It translates
the System Conditions for a sustainable society into ultimate sustainability
objectives for an organization or community, namely to:
• eliminate its contribution to systematic increases in concentrations
of substances from the Earth’s crust..
• eliminate its contribution to systematic increases in concentrations
of substances produced by society.
• eliminate its contribution to systematic physical degradation
of nature through over-harvesting, introductions and other
forms of modiﬁcation.
• eliminate its contribution to conditions that undermine people’s
capacity to meet their needs.
For more information on The Natural Step Framework,
please visit our website at www.naturalstep.ca.

(A)wareness: Understanding sustainability and the TNS Framework as a
shared mental model.
(B)aseline: An assessment of “today” is conducted by listing all current
ﬂows and practices that are contributions to violations of the four System
Conditions, as well as considering all the assets that are in place to deal
with the problems.
(C)ompelling Vision: Possible solutions and innovations for the future are
generated and listed by applying the constraints of the System Conditions
to trigger creativity and scrutinize the suggested solutions.
(D)own to Action: Priorities from the C-list are made, and smart early
moves and concrete programs for change are launched. Innovative
actions are prioritized by screening them through the following three
questions: Does it move us in the right direction with regard to the four
System Conditions? Is it a ﬂexible platform, i.e. a stepping stone toward
future improvements? Does it provide an adequate return on investment
to seed future investments?
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2003 Program Highlights
As an organization, The Natural Step uses the TNS Framework and associated
tools to help organizations, governments and communities move strategically
toward sustainability. TNS has three main areas of expertise: research, advisory
services, and outreach.
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The Natural Step’s theory of change is based on achieving inﬂuence through
scientiﬁc research and consensus coupled with demonstrable practical success
with role models, both of which are fundamental to its outreach programs. In
association with clients, partners and scientists, the organization continuously
develops and applies the TNS Framework and the tools related to it.

Sustainable Communities
In 2003, The Natural Step Canada laid the groundwork for the launch of a sustainable communities
program by building a series of key strategic relationships, responding to expressions of interest, and
supporting interest groups in a variety of Canadian communities. This included providing relevant
materials about the TNS Framework, making presentations about the TNS Framework to community
groups and municipal representatives, and coaching individual change agents as they sought to
create local networks of citizens interested in promoting sustainability in their communities.
Canmore, Alberta
In 2003, The Natural Step Canada worked closely with the Biosphere Institute of the Bow Valley, the
Canmore Economic Development Authority, and the Town of Canmore to develop a community-wide
engagement program on sustainability modeled on the pioneering Whistler: It’s our Nature program
in Whistler, B.C. (see following page). This involved the development of a project plan and budget,
and funding proposals. It also involved clarifying the link between The Natural Step Framework
and existing community programs and initiatives, identifying and engaging an initial group of Early
Adopter organizations, and training local champions in the TNS Framework. The program’s expected
launch date is the fall of 2004.
Other Communities
Presentations about the TNS Framework were delivered to a variety of groups across the country,
including Banff, Canmore, Caledon, Peterborough, Guelph, Chelsea, Perth, and Halifax. In addition,
TNS Canada has continued to be involved in community sustainability efforts in Whistler, B.C. and
has supported individuals and groups in a variety of communities from coast to coast.

“The Natural Step Framework is a key component of trying to
communicate a very complex question to the community in an
easy to understand format that reaches families, business and
even our guests.”

Hugh O’Reilly
Mayor, Resort Municipality of Whistler
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Whistler, B.C.: A Model for Community Engagement
Between 2000 and 2003, TNS Canada worked with leading organizations in Whistler to conduct a
successful community-wide sustainability project in Whistler called Whistler: It’s our Nature. The
project had two main components:
• An Early Adopters Training Program that used the TNS Framework to create a common
language and vision for sustainability within a group of leading organizations (“Early
Adopters”) in the community. Through this process, step-by-step actions toward
sustainability were identiﬁed in each of the Early Adopters.
• An Education and Awareness Program that diffused experience and knowledge from the
Early Adopter organizations to the greater community.
The project created a forum for community-wide learning, where individuals in Early Adopter
organizations received common training, applied their training within their respective organizations,
shared experiences, and identiﬁed common group actions and cross-sectoral synergies. By
aligning their actions toward a common set of science-based principles for sustainability based on
the TNS Framework, all Early Adopter organizations moved toward a common sustainability goal.
The outcomes of Whistler: It’s our Nature have been powerful and lasting because the process was
integrative and collaborative.
The Resort Municipality of Whistler has also integrated the TNS Framework into many of its tools,
systems and programs. For example:
• A sustainability management system was developed to guide continuous improvement
toward the four system conditions, which serve as the municipality’s ultimate
sustainability objectives;
• TNS has been integrated into the strategic planning/budgeting process; a TNS analysis
is part of the evaluation and prioritization of all capital projects and senior management
evaluation criteria;
• 90% of the municipality’s staff have been trained on the TNS Framework;
• Whistler used the TNS Framework to ensure that sustainability was a key criteria for
its participation in the successful Vancouver-Whistler bid for the 2010 Winter Olympics;
• Whistler is currently ﬁnalizing a comprehensive long-term plan, called Whistler, It’s
our Future, which uses the TNS Framework to chart out the long-term vision and plan for
the community, applying the ABCD process to more than 18 strategic service areas, such
as energy, land-use, transportation, materials, community services, water, and housing.
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Whistler’s Early Adopters
> The Resort Municipality of Whistler
> Chateau Whistler
> Whistler-Blackcomb Resort
> Tourism Whistler
> Whistler Photo Source
> Association of Whistler Area Residents
for the Environment (AWARE)

Whistler has already had a number of successes in its journey to sustainability, and the Natural
Step Framework continues to reinforce and accelerate community-wide efforts. Whistler’s efforts
were honoured with a Federation of Canadian Municipalities’ Sustainable Community Award. Some
of Whistler’s achievements include:
• A transit system that boasts 24 buses and 2.2 million riders (up from ﬁve buses
and 300,000 riders 10 years ago), the highest per capita in BC;
• A pedestrian-oriented village and clustered neighbourhoods;
• Creation of the Whistler Housing Authority to increase affordable housing for employees;
• The Environmental Legacy Fund, which provides money for local environmental projects,
and is funded from excess tipping fees from Whistler’s landﬁll ($300,000 annually);
• Pesticide-free parks and village;
• Bio-solids are captured from the local wastewater treatment plant and are then used
to add nutrients to rejuvenate soil.

For more information see the Whistler Its Our Nature website (www.whistleritsournature.ca).
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Advisory Services
The Natural Step engages with corporations, organizations and municipalities as intellectual
partners to pioneer sustainable solutions. Its advisors advise management teams and municipal
ofﬁcials on how to practically integrate the sustainability principles into their strategy and
operations. Advisory services include educational workshops for senior management and staff,
baseline reviews of corporate sustainability performance, product sustainability analyses, and
integration of the TNS Framework with management systems. Here are some highlights of The
Natural Step Canada’s work in 2003.

The Federation of Canadian Municipalities
The Natural Step has been working closely with The Federation of
Canadian Municipalities (FCM) over the past year in a joint pursuit of
more sustainable Canadian communities. TNS began 2003 with a oneday workshop from TNS Founder, Dr. Karl-Henrik Robèrt, for 30 staff from
FCM’s Centre for Sustainable Community Development. Following the
initial workshop, The Natural Step worked with FCM to analyze selected
projects funded through their Green Municipal Funds. This work also
included more advanced training on the TNS Framework for FCM staff.
Halifax Regional Municipality
Halifax Regional Municipality (HRM) represents 23 municipalities and has
a population of over 350,000 residents. As part of their commitment to
create a healthy, sustainable community, HRM asked The Natural Step
in the fall of 2003 to deliver a one-day workshop to senior staff from
the Environmental Services Department and other departments. As a
follow-up, The Natural Step will work with HRM in 2004 on a project
to review the baseline sustainability performance of their municipal
operations, which will include a workshop with senior management and
further staff training.
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Resort Municipality of Whistler
The Resort Municipality of Whistler (RMOW) has a strong commitment to
sustainability and was involved with an award-winning education process
using the TNS Framework. As part of their continuing push toward
sustainability, the municipality is developing a purchasing policy and
sustainable procurement guidelines based on the TNS Framework. The
RMOW asked The Natural Step to help develop a set of 18 product-speciﬁc
guidelines, covering the major purchases made by the municipality.
Hatch
Hatch is a leading global consulting, engineering, and project management
company. Faced with increasing interest from clients on sustainable
development, Hatch asked The Natural Step to deliver a two-day workshop
to help them understand how sustainability could be incorporated into
their work with clients. The workshop included a presentation on the
TNS Framework, an overview of The Natural Step’s international work
with resource companies as well as an exercise which applied the TNS
Framework to a past Hatch project.
Canadian Mountain Holidays
Canadian Mountain Holidays (CMH) is one of the oldest adventure travel
companies in North America and the largest heli-skiing operator in the
world. CMH has a strong commitment to environmental protection and has
coordinated a staff committee to help integrate sustainability principles into
the company’s operations. The Natural Step was invited to deliver a one-day
workshop to this group, where it introduced the TNS Framework and applied
it within the context of CMH’s operations.

Outreach
The Natural Step plays an important role in educating individuals about the challenges and
opportunities associated with sustainability. It does so by disseminating information about the TNS
Framework, about the experiences from the role model organizations with whom it has worked,
and about the research undertaken in the international Natural Step network.
The demand for information on The Natural Step Framework and educational materials has grown
steadily in Canada in recent years. The primary channel for supporting interested individuals and
groups is the TNS Canada website (www.naturalstep.ca), which contains numerous references,
support materials, case studies and links. The website registered over 186,000 hits in 2003, with
approximately 2000 documents downloaded.
In 2003, TNS Canada also held three public workshops (in Ottawa, Toronto and Halifax) that provided
training on the TNS Framework. The TNS Framework was presented at a number of conferences,
including the Canadian Centre for Pollution Prevention’s National Roundtable, the North American
Sustainable Mountain Communities Conference in Banff, Alberta, the Alberta Recreation and Parks
Association annual conference, and to the staff of a number of organizations, including Capilano
College and the David Suzuki Foundation.

Research
Scientiﬁc research lies at the heart of The Natural Step. To ensure that TNS provides
state-of-the-art sustainability education and services, it is necessary to continually improve
and reﬁne the tools and concepts associated with The Natural Step Framework. The Canadian
team works with an international network of scientists and researchers to engage in TNS-related
scientiﬁc studies and to design TNS-related tools for life cycle assessment, indicators and metrics,
environmental managements systems, sustainability analyses and ecological footprinting.
This research is published in peer-reviewed scientiﬁc journals, such as The Journal of Cleaner
Production, Ecological Economics, and The International Journal of Sustainable Development and
World Ecology. TNS’s collection of research now includes doctoral dissertations and a growing
number of books and case studies. A complete list is available on TNS Canada’s web site (www.
naturalstep.ca).
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2004 A Look Forward

The past year has been an inspiring period of transition and
capacity-building for The Natural Step Canada. The foundation
has been laid for a dramatic increase in activity and outreach. Looking
ahead, two exciting initiatives promise to have a significant impact
for the organization and its stakeholders in 2004.

The Natural Step to Sustainable Communities
With the support of the J.W. McConnell Family Foundation, TNS Canada will formally launch its
sustainable communities program in 2004. This program is designed to support and facilitate the
implementation of more sustainable practices in Canadian communities. It features two engaging
approaches to helping communities with the challenge of sustainability:
1. A Community-Wide Engagement Process. The Natural Step’s community-wide
engagement process is based on the award-winning approach used in Whistler and involves
working with multiple stakeholders to build a sustainable community. The community-wide
engagement process uses the TNS Framework to bring diverse stakeholders together,
creating a common understanding of what sustainability means to the community. It is also
designed to build capacity in all participating organizations to further the continuing practice
of sustainability.
2. Services for Sustainable Municipal Operations. The Natural Step Canada will also offer
a range of services directly aimed at supporting municipalities in integrating sustainability
into their operations. Canadian municipalities are charged with planning our development
and managing our systems of waste, water, energy, transportation and social systems, all of
which are fundamental to sustainability. In addition, the municipality is a large organization
that interacts with many local suppliers and stakeholders. By demonstrating leadership and
commitment to sustainability in its own operations, it can act as a role model for other
organizations in the community.
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E-learning
In 2004, the Natural Step Canada will develop an e-learning program that will make The Natural Step
Framework accessible to a broad cross section of stakeholders across the country. By capitalizing
on the tremendous power of e-learning technology and combining it with the catalyzing power
of the TNS Framework, this project will set an international precedent by creating and delivering
relevant, applicable and accessible sustainability education material to a diverse audience.
The Natural Step Canada will develop a 2.5 hour “introduction to sustainability” course that will be
available via the internet. It will be used to provide high-quality education and training to employees
in organizations already working with the TNS Framework and in other organizations interested in
sustainability education. The module will be launched in the fall of 2004.

Other
Beyond these two exciting initiatives, The Natural Step Canada will continue to participate in
research projects initiated by the TNS International network and to deliver advisory services
to corporations and institutions working with the TNS Framework. The organization’s outreach
activities will expand in scope as it launches the sustainable communities program and revises and
expands its communications materials and website. Outreach activities will also include promoting
the new Masters Program in Strategic Leadership Toward Sustainability at the Blekinge Institute of
Technology in Karlskrona, Sweden, to potential Canadian participants.
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TNS International

The Natural Step now has ofﬁces in ten countries: Australia, Brazil,
Canada, Israel, Japan, New Zealand, South Africa, Sweden, the
United Kingdom, and the United States. Worldwide, TNS has a large
professional team working with hundreds of corporations, municipalities,
academic institutions and non-proﬁt organizations to help them achieve
their sustainability goals.
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Examples of international initiatives and partnerships include:
European Union Round Table
TNS International Chair and Founder, Dr. Karl-Henrik Robèrt, was asked to join the Sustainable
Development Round Table directly advising European Union President Romano Prodi on the future of
a political Europe. Building on past European projects such as the common currency and expansion
of the European Union, it will introduce a new challenge for Europe: building an ecologically and
socially sustainable Europe. The ﬁnal report will be submitted in 2004.
New Masters Program on Sustainability
A unique, one-year international Masters program entitled “Strategic Leadership Toward
Sustainability,” currently under development, will be hosted by the Blekinge Institute of Technology,
in Karlskrona, Sweden. TNS Founder, Dr. Karl-Henrik Robèrt is leading the course development. The
ﬁrst class of approximately 50-60 students will begin the program in the fall of 2004.
BHP Billiton
BHP Billiton is one of the largest mining companies in the world. In 2003, TNS in Australia worked
with BHP Billiton to perform reviews of sustainability performance in three global facilities. The
reviews assessed current social and environmental performance and identiﬁed opportunities for
innovation in each facility.
Matsushita
The Natural Step has been working in Japan with Matsushita, parent company of the Panasonic
brand. It has provided a sustainability analysis in Matsushita’s last two environmental reports.
In 2003 The Natural Step conducted a sustainability analysis of the operations of the recycling
plant Matsushita Eco Technology Center (METEC). The analysis consisted of three parts: analysis of
human needs, analysis of major products and processes, and analysis of applications of products
and processes in society. In 2002 TNS performed an in-depth product sustainability analysis on
refrigerators and TVs.
PVC and Sustainability
The Natural Step in the United Kingdom collaborated with a stakeholder group comprised of
manufacturers and retailers of PVC on a report outlining the challenges for the industry in becoming
more sustainable and in determining its role in a sustainable society. This informative report is part
of a broader series discussing various materials and issues through the lens of The Natural Step
Framework. This series has been performed in collaboration with the U.K. Environment Agency, the
public body responsible for the protection of the environment.
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SUMMARY OF FINANCIAL INFORMATION
FOR FISCAL YEAR ENDING DECEMBER 31, 2003 WITH 2002 COMPARISONS
2003

ASSETS
Cash
Accounts receivable
Capital assets

$

$
CURRENT LIABILITIES
Accounts payable
TNS International payable

$

DEFERRED CONTRIBUTIONS
NET ASSETS (LIABILITIES)
$
REVENUE
Government grants
Foundation grants
Corporate donations
Other
Advisory services fees
E-learning donation
Public outreach - workshop fees
EXPENSES
General administration
Advisory services
Sustainable communities
E-learning
Other outreach
Research
EXCESS OF EXPENSES OVER REVENUES FOR THE YEAR

Kelly Hawke Baxter, Chair

$

2002

136,543
10,405
984
147,932

$

29,578
2,313
31,891
135,861
(19,820)
147,932

$

17,434
20,139
7,500
241
27,400
500
3,616
76,830

$

$

$

10,570
2,566
1,108
14,244
9,615
2,719
12,334
1,910
14,244

2,566
6,000
48,363
56,929

20,399
30,504
19,353
8,081
19,138
1,085
98,560

34,540
10,234
10,234
5,117
15,352
5,117
80,594

$ (21,730)

$ (23,665)

Watson Folkins Corey LLP
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