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The 20" century saw in ronal trade expand on a massive scale and many firms found
themselves withi epincreasing matrix of global suppliers. Within corporate headquarters it

ocation. Further, the standard called for the utilization of third party certification as a
mechanigm for verifying compliance to the standard at the firm level. Despite the rapidly growing
popularity of ISO 14001 there have been many criticisms regarding the ability of ISO 14001 to
truly illustrate the day to day practices within a firm and the authenticity of its commitment to
decreasing its environmental footprint. This paper outlines in detail the history of the ISO standard
and the logic of accountability as designed by the ISO 14001, the need and the major players
which facilitated its creation and ultimately the criticism which threatens its legitimacy.
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1. ISO 14001 series: An Introduction

The 20" century saw the opening up of borders and the expansion of international trade on a

massive scale. International firms found themselves within an ever increasing matrix of global

network was termed the supply chain but soon it became apparent within corporag dquarters

that very little knowledge was actually known about the environmental mana:e d practices

within those outside firms which were so integral in the creation of th@ ct. In 1987, the

suppliers and trading relationships which could change at a rapid pace. This complex and global
%’

International Standards Organization (ISO'), a Geneva based %' nmental organization,

whose specialty was in the creation of production standards, orward with a product which

systemically dismantled the idea of a ‘management s @and created a management process

standard which could be applied in any context regar: of location or the nature of the firm.
(\ .

The ISO, having been the primary sta c%.

etter in the context of technology related standards

since 1946, was internationally

qe%iz d not only for the quality of its products but also because
the ISO is international inmatufe. ¥8SO membership is comprised of not for profit or private sector
national organizations@ These organizations which make up the membership of the ISO
include both ic private stakeholders and are therefore seen to be diverse groups which

meet toift%to devise benchmarks and conformity assessment schemas. The process

magage system which was devised in 1986, known as the ISO 9000 series, was the product of
all of its international members who needed a non-context specific set of best management

practices. Firms needed to know that not only were their trading partners providing them with a

' While ISO is indeed the acronym for the International Standards Organization, they prefer the Greek definition of
the word iso — “equal” as the definition of their philosophy. (Cascio).
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quality product but that a certain level of documented best practices and policies had gone into the

creation of that product.

During the 1990’s a number of voluntary ‘environmental management systems’ (EMS) guidelines
were launched as the threat of government regulations cracking down on inefficient olluting
firms increased. Though these threats were primarily made by the gover of OECD
countries, many firms also came under pressure by their consumers to@ at the good
practices employed by the parent company were also followed tk&out the supply chain,

regardless of which countries these firms were located. How e of credible information
of

about the environmentally related policies and practi@ ms both at home and abroad

frustrated parent firms’ abilities to comply with the rs’ demands. It was during this time

that the ISO’s membership base, which is W\prise of both government representatives and
[ ]
private sector representatives, began cahh the creation of an environmental management

standard. This standard had to &1 e enough to be applied in any setting and encourage

innovation while being sv%e ugh to insure firm compliance with their respective

government’s regulation\(@

to as ISO 14001, the 14000 series used the best practices of the ISO’s 9000

Commonly

series

envigonmental best practices. While other voluntary, environmental guidance based standards

environmental processes and policies to create a management system rooted in

were created and competed with ISO 14001, the 50 year history and established credibility of the
ISO, in combination with the success of the 9000 series, allowed the ISO guidelines to take off

quickly. Firms already familiar with the ISO 9000 series could easily understand the philosophy
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and implementation ‘road map’ of the 14000 series (though implementation requires a much
higher level of environmental sophistication and accomplishment). Furthermore by building on

the earlier 9000 series the new environmental management standard could retain the powerful

&.

The ISO’s designation as an international community of actors and stakeholders 4 Qs that every

history of ISO branding.

ISO standard has had a multitude of voices and inputs from around thg world=Consult on its
creation before it emerges as a final product. This is a key factor wﬁ&veighs in on its global

popularity. The actual details of how and why the ISO 14000 erged in 1996 are given

below. Q
II. The need for a standardized and decentraliz@s

As the environmental impact of production pr sses bécomes increasingly revealed in the media,
global awareness and concern on a ity level has simultaneously increased. This
awareness has prompted firms to ec% their polluting habits or pay the price in their bottom
line. Through a variety of (gposés over the past 15 years many firms have seen the
reduction of profits a d@s stock prices when news of pollution and malpractices are made
public. Recogniz %own vulnerability, or perhaps guilt, firms are increasingly taking their
environme imMpact seriously, or at minimum emphasizing a commitment to responsible
enviro
-

ement system or set of environmental policies can be a difficult and complex process even

ehavior in corporate rhetoric. However, independently crafting an environmental

for the most savvy of managers. The implementation of the 14000 series requires extensive
documentation of carefully crafted firm policies and educational procedures for all employees in

addition to the major investments that often have to be made to achieve compliance with state and
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national regulations. Thus the ISO 14000 series is incredibly attractive to firm managers because
it is in fact a structured approach to environmental management processes. The ISO 14000 builds
on the ‘best practices’ 9000 series to help firms understand governmental and local regulations
while emphasizing policies concerning environmental targets and also the training of staff within
the work place, in a way which is independent of firm location. The ISO was d% with
universal characteristics which, if implemented correctly, insure that firms all %world are
operating with the same environmental outlook while consistently incrg¢asing™tHeir corporate
environmental targets. This is very attractive to firms with extensiv@%plicated supply chains

or those who change vendors and trading partners often, who d e the luxury of being able
aps

to visit each production floor. The major attraction, and could be argued, the underlying
theory, of the ISO 14001 is the reduction of asy; information about individual firm

practices relating to environment impact reducN

N '
The creation of the 14000 series a% y supported by the governments of OECD countries.

S
As pollution levels increase @ nmental degradation becomes increasingly more of an issue
governments are increas@ er pressure from their constituents to institute lawful regulations
which will force %ﬂt back. Not only is the design of such regulations incredibly complex
and heatedlyqdeBated the implementation and compliance mechanisms are incredibly expensive
and a public funding®. Therefore many governments, including the United States,

vigdrously supported the creation of a voluntary standard which had real bite to it. The more

popular the standard became the more firms would voluntarily cut back on their polluting habits

% Michael Porter and Mark Kramer, “Strategy and Society: The Link between Competitive advantage and
Corporate Social Responsibility,” Harvard Business Review, December 2006
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and inefficient waste of resources which would reduce the need for government intervention.
Though governments do not have committees which are members of the ISO, individual public
sector officials are members their nation’s ISO membership body and provide feedback from the
government’s point of view. The membership structure of the ISO will be detailed below.
< -

Given that ISO 14001 voluntary conformity and certification actually does sig %rence to a
basic set of standards, corollary firm compliance to the standardized envirpnme management
system allows multinationals a guarantee of management and environ({&tal practices within their
supply chain without having to investigate or determine a ben emselves. Effectually, a

trading partner’s adherence to ISO 14000 allows a fism a degree insurance against market

pressure, stakeholder pressure and public relations pi < This has become a major feature of

attraction of the ISO 14001 and arguably, the, duct.io in risk from stakeholders and consumers
can be considered part of the ‘need’ ft andard. However the appeal of a standard that
allows a firm seeking environ en%conscious trading partners to have proof of daily
management practices witho &dually verifying themselves is simultaneously the source of
its primary criticism. T@ pealing in theory, the ability of a certification scheme to convey
information abou daily practices of a firm involves a lot of trust. Trust, which perhaps is not
be warrantedecofiSidering many firms have the incentive to convey an appearance of conformity,
rather entic conformity, to the standard. In essence, the standard, while it attempts to

increase jaccountability and documented policy changes, is still voluntary and non-binding in a

judicial sense, although trading partners are relying on its authenticity.
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Just as there are firms who will require the use of the ISO 14001 for its benefits without truly
caring about the actual results, there are also firms with the growing sense that the act of requiring
trading partners to adhere to the ISO 14001 standard (which in its most basic application requires
strict adherence to each firm’s respective government laws and regulations) actually transfers best
practices to the exporting countries. Therefore an ISO 14001 stipulation in a trading ‘%ct.has
the effect of increasing the rate of a partnering firm’s adherence to their resp overnment

Q dubbed the

standards (in those countries where government regulations do exist).

‘California Effect’ by David Vogel in 1995 when the ISO 1400 ies was initially being

drafted’. Q

ISO 14001 has been increasingly adopted by firm pmg countries despite the fact that

design and implementation can be exceptionalw\ostly or those firms. Thus, these firms require a
[ ]

standardized environmental management-s &v as well that is both known for quality and also

globally recognized. There woul b% credibility in instituting their own version or using a

little known standardized E om$heir own country. There would be low incentives for parent

firms seeking trading pa@ take the time to investigate a foreign system and have faith in its

authenticity whe caw partner with firms who have implemented the same system they have

in their ownepr es. Therefore, for firms in developing countries the firms the payoff is the
>

compe

intekpatignal trading contracts. Specifically, for multinationals looking to outsource an item in the

antage they receive over similar firms when competing for, or maintaining,

supply chain, 14001 certification signals an organized, documented approach to corporate

3 Prakash, Aseem and Matthew Potoski. “Racing to the Bottom? Trade, Environment, Governance, and ISO
14001.” American Journal of Political Science. Vol.50. No. 2. April 2006. pg. 351.
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environmental responsiveness and is thus an attractive quality in firms they contract with.
Certification, which will be discussed in detail below, provides an added layer of accountability,
as certification is performed by a third party consultant, also detailed in a later section, who is

knowledgeable in the ISO behavioral benchmarks, methods for documentation, implementation,

and also individual country regulations. To understand this more accurately, thm%/idual

components and the nature of the standard itself must be analyzed. QQ
III. Components to the ISO EMS ; Q

The ISO 14001 series guides organizations in the creation envir ntal policy by helping
managers define environmental objectives and examine the 1 ntal impact of products,
inputs, and services. It encourages them to set enviro tal ‘gbjectives; obliges them to meet
legal and regulatory requirements; expects traini Qloyees to be provided; and offers
suggestions for oversight and auditing procedyfSs. Azt 1s juncture, a differentiation must be made
between the ISO 14001 environmental %en‘[ system and a corporate social responsibility
report. The ISO 14001 series o%‘[ compete with any of the recent corporate social
responsibility guidance base orting movements though these missions may overlap in some

cases. The 14001 series @c y concerned with environmental policies and impact at the firm

level and does }normative judgments about a firm’s relationship with surrounding

communiti‘Q ir employees”.

QAS previously stated, the ISO 14001 builds on the ISO 9000, a standard for quality
management principles. The 9000 series has been very popular as compliance to the standard

indicates a commitment to consistent business practices including transparency of firm policies.

* The ISO has begun the process of creating a formal Corporate Social Responsibility reporting initiative and
standard creation completely different from the ISO 14000. It is true their mandates may overlap.
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The 9000 series arose from concerns that although an end product may be considered of ‘high
quality,” perhaps the practices within the firm that produced end product were not. In effect, the
9000 series came about for many of the same reasons that the ISO 14000 series did. Consumers
and trading partners dealing with intricate supply chains wanted assurance that business practices
were fair, action was taken against corruption, and employees were not only safe m%o dad
access to transparent firm documents and policies. The systemic application o %actices in
firm policies and behaviors is also referred to as “process management.” The moStrécent iteration
of the 9000 series (released in 2000) stresses the consistency of procé%anagement not just on
the production floor but also seeks to integrate upper executive cholders’. These criteria
are folded into the 14000 series as well. Logically, the [SQ,900Q series is subject to many of the
same issues of credibility and criticisms that the 1 is. However, the sheer widespread
application and global popularity of the 9000 &s I.las lent the 14000 series a level of credibility
that other environmental management s do not have. Therefore the 14000 series cannot

claim to emerge as the most wid. ly%mzed EMS because it was necessarily ‘the best’ but
rather because it was abl%& on the ISO’s name and history while other voluntary
environmental managem@ ms could not.

The ISO 14 he process management principles of the 9000 series as a foundation with
the ad environmental policy and environmental safety elements. The International
Standards Organization gives the following breakdown of the 9000 series and then lists those
characteristics which were developed to create the 14001 series.

The ISO 9000 principles for quality management are grouped as follows:

5 http://www.iso.ch/iso/en/is09000-14000/understand/gmp.html#TheNextStep. Accessed 5/26/2007.
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* “Customer Focus

* Leadership

* Involvement of People

* Process Approach

* Systems Approach to management

* Continual improvement

* Factual approach to decision making

* Mutually beneficial supplier relationships I
[ ]

The ISO 14001 adds the additional elements:

* Guidelines for an environmental management system < Q

* The current status of compliance with legal requirements
* Guidelines for environmental auditing (&
* Environmental labels and declarations

* Environmental management — performance evaluation, princi framework, goal and
scope definition and inventory analysis, lifecycle impact a nt, environmental aspects
into product design and development

* Environmental communications Q

* Guidelines for measuring, reporting, and veri ity project level green house gas
emissions

* The level of [internal] verification to meet mafirket requirements or stakeholder expectations
* Employee training and awareness prograQ” °

One of the key attractions to th e%gement systems 1is their flexibility while still being
g“

universally applicable. firm must meet each requirement, their design and
implementation of each @e ent will be different, making each interpretation of the standard
unique. CertificatiOnjassutres the sophistication of each element or insures that the firm is actively
working to &npliance with a particular criteria but may require additional time or resources
to do s@ ver, certification maintains that a firm is in strict compliance with their national
and\stat¢ laws and regulations. Therefore while every nation will have different laws and

regulations with varying degrees of severity, complexity and supervision, ISO 14000 certification

indicates that lawful conformity has indeed been met. Further, the ISO 14000 requires that there

% “The ISO 14001 family of standards, guides and technical reports.” ISO. www.iso.org
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be some form of internal accountability structure measuring compliance to the commitments it has
made and goals that it has set for itself. While there is no punishment that the ISO can levy for a
firm’s failure to meet environmental policy targets the ISO has stipulated that a firm must have an

individual(s) who is accountable for understanding the targets and maintaining a some type of firm

‘road map’ for attainment of those goals. & °
IV. Implementation, Evaluation and Certification ‘ Q

A. Incentives and disincentives in choosing to certify ISO 14001:

An ISO 14001 EMS assumes that an organization already kno tent of its environmental
impacts and is therefore willing to go beyond basi@nfu ompliance by designing and
implementing a systemic environmental manage which ensures a certain level of

quality processes. The catch is - organizati thic do not 100% comply with ISO 14001

standards can still be certified ISO 1400 is this? Technically, an organization simply has to

prove that they are in compliance({‘fg%r national laws and that an environmental management

system has been impleme ang documented which demonstrates that the organization

ultimately seeks to acl@ compliance’.

Many orgz@ ind that an EMS is important to them either because of institutional forces

(state r@'

cost§,invplved in auditing and consultations are nontrivial and as a result many small to medium

s or investing to pre-empt lawful regulations) or market based pressures. However

firms are limited to voluntary compliance. Without certification these companies may not be able

to compete for 14001 specific contracts along side those organizations that are certified. However,

7 Environmental, Health & Safety Management Systems Information Center. http://ems-
hsms.com//FAQs.htm#FAQ3. Accessed May 27, 2007.
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they may find it very useful as a marketing tool or to solicit business from intrastate firms who

may find ISO 14001 adherence attractive but not a requirement.

B. Auditing and Certification

In the process of auditing and certifying it is important to note that the ISO has c3ated the

management system, published the standard and actively maintains guidelines forgra ing of

auditors. However, the ISO does not take on the responsibility of certifying o:

audits and continuing/lapsing certifications. These roles are assumed (g@
D

records of
consulting firms
who specialize in training individuals to become professionals @ etént in 14001 auditing,
certifying management systems and maintaining records‘%e-evaluations of audits and
certification. Thus ISO certification is completely deceed. The ISO creates and maintains
the competitiveness, applicability and accuracy e standard through its international
membership body which meets in Genev, (&dlcally Once the standard is in place it is
dispersed and promulgated by its me and auditing bodies around the world. A firm who

wishes to begin the process of&

directly from the ISO w%‘an begin the process of EMS design and implementation. This

design may occur wi% i

knowledgeablg ir} thé\process and complexities of the 14000 series. As a result, firms may publish

g the ISO 14001 may purchase the ISO 14001 manual

out the assistance of a professional consultant who is trained and

that they Q to ISO 14001 but they may not claim to be ISO 14001 certified without obtaining
3" gar Qﬁcation (these 3" party consultants are referred to as Certification Bodies) which is a
lengthy and costly process. Firms who simply state that they adhere to the ISO 14001 principles
have absolutely no way of establishing their credibility and compliance without certification.

Firms may publish adherence to 14001 for several reasons; they may have taken steps to reduce

their environmental impact and desire the publicity, they may not be able to afford the cost of
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certification, or they may not be in a position or industry in which they feel they will directly
benefit from the expense of certification. On the other hand, those firms who do seek to obtain
certification commit themselves to a lengthy process of detailed documentation of firm policies,

processes, behaviors and a future goals. These characteristics must be met in addition to proving

that all state and national laws and regulations have been met. & °

C. Costs: Weighing the cost with the reward Q ;

While studies show that the cost of designing, implementing, certifyir&@ﬂaining an EMS

is high, it has not been found that the cost is high enough a¥deterrent. The Global
Environment and Technology Fund has found that design, i tation and certification costs
between $24,000 and "43128,000.8 Prakash and Potoski hported that “William Glasser of the
EPA estimates that “large facilities [firms] spend o erage about US $1,000,000.00 in sunk
transaction costs to pursue certification.””(Rr aﬁy small to medium enterprises (SMEs) it is

clear that the time, effort, man houw ost of certification may be too high and therefore

supersedes market or institution(%su e or even the competitive advantage they might receive

from the certification. T@ e 1¥is clear that the cost is a deterrent for SMEs but perhaps not so

for larger firms. \

While m. Es find certification to be beyond their financial reach, larger firms may see this
as g lon m investment and an opportunity to bid for contracts from the largest international

conglomerates that have begun to require 14001 in trading contracts throughout their supply chain.

8 Jiang, Ruihua Joy and Pratima Bansal. “Seeing the Need for ISO 14001.” Journal of Management Studies. Issue
40. No.4. 2003.

? Prakash, Aseem and Matthew Potoski. “Racing to the Bottom? Trade, Environment, Governance, and ISO
14001.” American Journal of Political Science. Vol.50. No. 2. April 2006. pg. 352.
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Often larger firms are, or perceive themselves to be, more visible or have a closer relationship to
their clients and customers and therefore become more likely to design and implement an EMS.
This elevates the importance of having an EMS being that these firms are more sensitive to the
whims of the market. End producers generally fall into this category as they have a closer
relationship to their core consumer. In both cases, the reason for the adoption of IS%I and
subsequent certification is largely based on a firm’s perceived increase in com %dvantage,
whether that advantage comes from the ability to bid for international cfntra ith a 14001
stipulation or from an advantage with their core consumers who feel s&y about a product with
a environmentally conscious supply chain. The latter is clos d with a firm’s desire to

protect themselves against negative market pressure and mawanted media publicity regarding the

,ﬁﬁ.

While the incentives to adopt and certi be strong, much data exists about the nature of

practices within their own production processes or th

standardization and the tendency or%ards to induce basic compliance rather than facilitate
excellence. Some firms, v@ themselves on their own achievements and standards of
excellence, have stepp€d ard with complaints about lack of superiority within the
requirements of t &4001, specifically that ISO 14001 certification does not communicate
the higher 1 environmental policy integration and achievement but rather signals only the
most bpliance. This attitude indicates that while ISO 14001 may be used as a signal
within the market indicating that environmental standards have indeed been met, from the firm’s
perspective certification will not signal achievement in excess of the basic 14001 standards. It is
at this juncture that it can be hypothesized that EMS certification may be subject to adverse

selection — the firms who are most likely to certify are actually the worst environmentally
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performing firms. Effectually, firms with poor performance are actually those who have the most
to gain from communicating some form of environmental policy progress. ISO 14001 certification
is the most widely recognized way of doing so. Despite the fact that ISO certified companies have

higher rates of compliance with national and regional regulations than those who are not ISO

14001 compliant there is no information to suggest that ISO 14001 certification actua)%icates

0

anything other than the most basic forms of compliance and environmental pl Further,

those firms who consider themselves to be leaders in the field of environmgntal agement and
who are engaged in environmental impact reduction become less likel&rtify, thereby reducing
the overall signal of superior performance that the ISO 140 @s to communicate (King,

2005). Those firms who have entrenched reputations fop-advansed environmental initiatives and

best practices have not, on occasion, found certifica able because there is no mechanism

within the 14001 certification process whiNgr:al efforts above and beyond certification
minimums. Therefore there is more to \% by the lowest environmental performers through
certification than there is to be gai ed%ose firms who have cultivated reputations for advanced
environmental management, Objectiyes within their management and performance. Higher
performing firms are lik@ out of the pool of firms who have been certified ISO 14001. It
could be argued h@ at these are not the target audience of the ISO’s management series to

begin with.

IVCJ@afting of a Standard: How the ISO 14001 was created

19 Potoski, Matthew and Aseem Prakash. “Green Clubs and Voluntary Compliance: ISO 14001 and Firms’
Regulatory Compliance.” American Journal of Political Science. Vol. 49. No. 2. 2005.
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The ISO drafts many kinds of standards which will go on to extensively effect business methods
and production globally. Thus a standard is a process of iterations each of which are changed

based on the input of an international body of stakeholders.

The ISO is an international organization comprised of countries specific member bom%vln.the
United States the representing member is the ANSI, the American National S s Institute,
who is primarily concerned with the promulgation and integrity of standdrds n the United

States. ANSI is a private entity, having both private and public sect&)rs from organizations

such as EPA, OSHA and the DOE amongst its members. s Q

launched the Strategic Advisory Group on the Bavironment (SAGE). By the time the Conference
[ ]

In 1991, just before the United Nations Conferencg onment and Development, the ISO

was underway in Rio de Janeiro in 199 cision to launch an environmental management

subcommittees, each heade% individual country membership body, who were to address
major themes in the crea@ n environmental management best practices standard''. At this
point in the proce anyYycountries began offering up their own versions of an EMS as potential
foundation@l O 14001. Despite the SAGE’s designation as an advisory committee,
prema‘u@ ards were drawn up which were to be handed over to a technical advisory

cow@ (the TAG), which had the ultimate decision in the creation of the standard. The US

system had been made and wa %}uenﬂy made public. The SAGE was broken into
S

strongly objected to the ISO’s decision to allow individual countries to have such influence over

the foundation of the standard, and incidentally there was no US standard offered up at that time,

'See Appendix 1.
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therefore no US voice was to be found in those original drafts which became the original draft of
the ISO 14001'*. Politically, the United States found itself being portrayed as a country who did
not support the promulgation of an ISO EMS despite the fact that it had backed the standard
strongly. From the perspective of the US government and American firms, the 14000 series was
seen to be very much desirable and to ultimately facilitate international trade. &
Q

The United States sub-committee was assigned the task of conmd@g)@nwronmemal
Performance Evaluation.” ANSI, the previously mentioned US me orgamzatlon formed a
task force to address this issue and a number of Technical Advi ups (TAGs) whose job it
was to circulate proposals amongst the other country s ommittees, and in addition, visit the

other country sub committee groups to make the U es position known and negotiate its

position at each meeting. This group was g£empriséd of nearly 500 members and included
[ ]

government representatives. ISO worki become committee drafts through consensus and
for a committee draft to be consi re 1nternat10na1 standard, two thirds of the participating
members of the subcommitt ust¥gpprove it and not more than 25% of the entire ISO voting

membership can vote K@ This process was completed in 1996 and then standard became

available globally

V. ANAQ erican National Accreditation Board

On am@ *2005 accreditation branch of the American National Standards Institute (ANSI) and

the American Society for Quality (ASQ) merged to form the American National Accreditation

2 Cascio, I. “ISO 14000 Guide: The New International Environmental Management Standards” McGraw Hill. 1996.

pg. 11
" Cascio, I. “ISO 14001 Guide: The New International Environmental Management Standards” McGraw Hill. 1996.

pg. 22.
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Board (ANAB). Prior to this time accreditation of certification bodies was operated by ANSI, the
official membership body of the ISO. ANAB is now the accreditation body for several
management systems including the ISO 14001 series'*. This merger was a direct result of the ISO
17001 standard which is specifically interested in the impartiality of accreditation bodies and those
bodies of conformity assessment. As a result, the ANSI, which in addition to bein@hﬁted
States ISO membership body also provides some certification itself, was requi Qgive up its
accreditation administration. ANAB became a legal body on its own, not 0@ the ANSI".
Prior to 2005, accreditation of Certification Bodies was actually a p{&rship program between
ANSI and the American Society for Quality'®. FurthermoreXt dictates that bodies of
accreditation be strictly separate from certification bodie ile ANSI does provide some training
and certification in specific areas itself. Thus ANA@Qitution which makes up a governing
body for the ISO 14001 and 9000 certificati odzes among many other management systems.
Their dual purpose is in the coordinatio omulgatlon of standards while functionally their
role is in the accreditation certifi at% ies and bodies who educate auditors, (certification
bodies are those individual in the field evaluating the compliance of management
systems). Therefore, AJ@ vides information about the credibility of certification bodies by
accrediting them holding information on them, implicitly making the claim that those

who achieve accreditation are well established and reliable firms who have

edited in ANAB through merit. This is important in the accountability and
vertfication of the validity of a firm’s ISO 14001 certification. An accredited auditing/certification

body gains credibility through establishing rigorous enforcement of ISO 14001 guidelines.

'* ANSI remains its own independent organization and continues to be the governing body for thousands of
standards and guidelines. This body also provides some personnel training for certification bodies.

"> American National Accreditation Board.  http://www.anab.org/.

'® American National Accreditation Board.  http://www.anab.org/.
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While there has been much skepticism and criticism regarding the validity and credibility of these
claims, these are the specified lines of accountability within the system of ISO 14000 certification.
The lack of ability to verify rigorous enforcement of ISO stipulations and criteria or test the
characteristics which warrant a certification body’s ‘merit’ and elevation to accredlte statusels a
serious and obvious loophole in the system. This illustrates the imperfection o third party
certification, not just in the application of ISO 14000, but in general. Whi sttems prefer
third party certification for its ability to be nonbiased in its grantm&ertlﬁcation status, the

accreditation body, which is supposedly monitoring the momté’very little mechanism for

doing so.

ANAB also has the ability to play a large role jf\the lif;cycle of a standard from its creation all the
[ ]

way through the process to the accredi of a certification body or standard making

organization. ANAB plays this role %presenting key stakeholders and their concerns as the
O

standard making body (i.e % 18 in the process of designing the standard. They effectually
provide accountability f@ cation bodies (the consultants who are in the field certifying and

gkin®1SO 14001 status) while also acting on the behalf of key stakeholders

who will be ones a benchmark or standard is created. Therefore ANAB has the ability to

voice c@ bout a standard to the ANSI when they represent the US in Geneva.

A certification body who audits firms claiming to have implemented an ISO 14001 series
management system will seek accreditation for many of the same reasons that firms seek

certification. Accreditation for a certification body adds a layer of reliability and accountability as
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they must meet the conformity assessment standards of the American National Accreditation
Board (ANAB). In essence this is a certification body’s way of declaring their credibility and the
high standards of their management system auditors. For the firm looking to become certified ISO
14001, hiring an accredited certification body is desirable because it adds a layer of credibility to
their own environmental management system for having passed rigorous inspection. Iu‘%y,qthis
added layer of credibility increases a position of a firm while biddi contracts.
Simultaneously this signifies that not all certification bodies considér t elves equal.
Certification bodies are distinguishing themselves based on their (%us application of the
standard they certify. In the United States, a firm which is cert1 14001 by one of the top
>

10 certifications bodies (shown in the table below) sign@ ntial partnering firms that their
S

EMS has passed the intensive scrutiny from one Q

certification. (\

Top 10 ISO 14001 Certification Bodies:

t widely recognized names in ISO

°

BSI Global

QMI: Management Systems Registration
LRQA: Lloyd’s Register Quality Assurance
Perry Johnson Registrar’s

Underwriter’s Laboratories Inc.

NSF — International Strategic Registrations
DNV: Certification Services

IASC

SGS Group

Intertek

O O O OO0 OO OO0 O0

C

VI. Audits
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Certification is the first step for companies wishing to publicize and authenticate their ISO EMS.
After certification status is achieved periodic audits are performed to indicate maintained

compliance and that incremental and targeted progress has been achieved.

It is important to note that auditing of an ISO environmental management syst;m&based

primarily on continued conformance with country laws and specifications in coggon with the
goals and assumptions that both the ISO and firm has set out for itself. Thege are he”specifications

laid out by ISO, so ‘progress’ will be different in each application of &ndard and within each

lstry standard but rather at
the company’s continued compliance with all country laywssand ‘wndividual stipulations within the

@

past year and also that those targets the firm &stab 1shed for itself have been achieved or are
[ ]

firm. Thus the auditor is looking at conformance not to an ov

firm’s self imposed policies. They are making suregd has been no backsliding within the

credibly being worked towards. QQ
VIL Criticism (0

A. Transparency
Though the ISO provid@ ework and a system for reporting there has been widespread

criticism of the t arepey, reproducibility and consistency of the application of the standard.

Tonis Pode

reprod

implgment ISO 14001 are required to craft a public statement of their overall environmental

tréssed that ‘companies have demonstrated that limited transparency and

2

. 1 .
of the assessment process serves as a common shortcoming.'”” Firms who

impact. Despite the fact that implementing ISO 14001 is a commitment to incremental

17 Poder, Tonis. “Evaluation of Environmental Aspects Significance in ISO 14001” Environmental Management.
March 2006. Pg. 732-743.
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improvement, firms are likely to be reluctant to disclose accurate levels of pollution habits or
environmental risks within their facilities. As a result, this environmental impact report may be
extremely limited in transparency. Furthermore, ISO 14001 is a framework and open to
interpretation. Subsequently firms have been accused of inconsistently applying their EMS to all
of their business relationships and activities, due to the fact that the ISO does not sp%%ly.list
every endeavor or activity that a business must include in their EMS. Implicit 1 Qaccusations
is that the 14000 series framework is perhaps too broad and allows fifms t t away with

excluding key relationships or endeavors which should be inclu&l their environmental

management and business practices. Q

These are severe criticisms considering that not OQQSO’S reputation for setting quality

standards in jeopardy but also the 14001 sew®s legitimizes its existence by being known as a
[ ]

consistently enforced environmental ma %{[ standard rooted in daily practices. For the ISO

14000 series to work, proof of &%\, which insures that a documented system exists and

government regulations are

suspicion, and resulting@i
corresponding dai %

ors were key in the process of eliciting trading contracts then daily

mutst be considered sufficient evidence of 14001. However the

, 1s that if close scrutiny of certified ISO 14001 reports and

enforcemen oducibility would be a essential. However, this does not appear to be the case
and fu, it can be assumed that with environmental management being so costly, firms
will\take) advantage of the lack of oversight and only implement their EMS when a certified
monitor is present. Despite these logical allegations, within the business community, simply

having 14001 certification and yearly audits appears to be sufficient for competing for 14001
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specific international trading contracts. Therefore, whether or not one has faith in the authenticity

of the application of 14001 in reality, the system is still operating as designed.

B. A tool for PR?
If demonstrating 14001 certification is sufficient in business circles then this leads u% most

disturbing assumption which hits at the heart and legitimacy of the '%y of an
environmental management system. The philosophy of creating a standard w requires the
creation of a unique firm vision and approach to environmental cmnf&sin addition mandating
basic compliance to national laws and regulations is somethin as internationally called

for. Firms needed a way to discriminate between firms t e concerned for the environment and

those that are not. If the ISO 14001 criticism proy, and certification illustrates a firm’s
management behaviors and policies at a stati omen in time rather than indicating a dedicated
approach to firm behaviors, and yet this nsidered satisfactory, then what does this signify

for the standard? It has been cit %h the ISO 14000 literature and general environmental

management system critique t is¥n fact implementation of an EMS is a tool for firms to gain

competitive advantage whi rent firms or multilateral conglomerates can use their trading

partners’ proof o }tion as a hedging tool. This tool protects them from consumers and

activists whesscriitinize supply chain behaviors and can put multinationals at considerable risk of

bad pr are devaluations when environmentally detrimental practices come to light.

C. Can standards lower the overall value of an EMS?

Though the International Standards Organization has been both criticized and praised for its
requirements for firms to document in detail each item and step within the environmental

management system this has not proven to be sufficient within the international community to
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equate with actual production floor results. It is critical to recognize this key step because
certification is designed to reduce or breakdown information asymmetries between trading
partners when if fact many scholars and firm managers are questioning whether they can actually

trust that certification actually provides enough information about the day to day activities beyond

the rhetoric of a firm’s vision. & °

In essence the ISO 14001 certification schema relies and profits c{pj@cer/consumer
information asymmetries and claims to reduce these asymmetries. I%%)roﬁting from the fact
that firm managers, wherever they may be in the web of compl tion chains, will not take
the opportunity to visit each production site they out squige tonand are subsequently willing to
accept foreign third party certification in a foreign s Quntry as proof of a specific level of

attainment as sufficient information to base trging relationships on (assuming ISO 14001 is the
[ ]

marginal decision). This leads one to w ertification is then merely a symbolic act, albeit a

very expensive symbolic act, yesi({sge\v guarantees very little substance.

However, King and Lentlox; eir recent study, conclude that while certification may in itself be
a symbolic act a@hich is strategic in attaining and retaining more business contracts,
certification.its annot be obtained without making real changes within the firm'®. This
indicat@l yond cost, implementing ISO 14001 has real teeth and positive environmental
chafiges must be made, not simply once, but annually for certification status to be maintained.

Therefore it is both the standard which needs to be called into question and simultaneously the

18 King, A., Lenox, M. and Ann Terlaak. “The Strategic Use of Decentralized Institutions: Exploring Certification
with the ISO 14001 Management Standard.” Academy of Management Journal. Vol. 48. No. 6. 1091- 1106.
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nature of decentralized certification institutions and their ability to accurately measure their
clients’ behaviors. If certification, in this case ISO, is merely a signal and does not convey
concrete, reproducible results then the actual standard setting body must alter their proposed
methodology to include randomized audits, etc., which are implemented by the third party certifier

who must demonstrate a higher degree of credible reporting measures which allo%%s and

scholars to regain their faith in the overall standard. QQ

The result of this lack of faith in the business community has also re@% in disdain at the firm
level. Those firms who pride themselves on their design and i ation of an environmental

management system which they consider to be of the hig levdls of environmental management

quality are balking at the idea of becoming ISO rtified. The standard, which was
designed to signal environmental manageme edi.ca ion wherever implemented, regardless of
location, has also become a signal of 1 . The theory is that firms who seek ISO 14001
certification are in need of exprgssing erence to the most basic levels of environmental
attainment in order to gain cofpetitiye advantage. Those firms who have gone above and beyond
basic standards and re@ have no way to express the quality of their management
approaches and t e fhustrated with the low expectations of the ISO 14001, feeling that it only
denotes a%ﬂ to national regulations, which should be expected regardless, and little else.

For th

sup@giority and are actually losing contracts to lower achieving firms who have gained 14001

s, those firms who excel find themselves without a way to communicate their

certification status. This has the effect of lowering the overall levels of ISO 14001 average
environmental management attainment by primarily obtaining adherence by the lowest

performers.
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VIII. Conclusions

The International Standards Organization has become internationally recognized for the quality of
their standards and their international applicability regardless of location. While the ISO prides
themselves on the cutting edge nature of their standards and the international voices which went
into the creation of that standard, there are growing concerns about the applicability an%lity of
the ISO 140001 and the amount of reliable information it can covey. Thi resents a
number of different perspectives which both support and criticize the @Sgnal standard.
Taking a step back and looking at the standard allows one to see th(&y international players
and voices that were involved in communicating the need f;o% rd of environmental best
practices from a number of perspectives which may or ot alf be founded in genuine concern
for the environment. This paper also takes a look a n@national members of the ISO which
designed the standard and all have their own @ns.for supporting a standardized EMS. Further
those who accredit certification bodies @ rigorous application of the standard have come
under critique for their lack of gepmine abidities to monitor their monitors. Importantly the reasons
behind why firms must rel o(gﬂandard to inform them of the practices occurring on the
production floor when @ see for themselves have been laid out. And finally the incentives
of the firms wh xlive up to their self imposed 14000 policies on a daily basis. This
illustrates t %«antity of voices and resources which are ultimately affecting the validity of
the I @ series. Though the standard was internationally called for to communicate
envéryﬂentally sound best practices within a firm and the logic of accountability is very well laid

out, we still come up with obvious areas where the system begins to break down.
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Third party certification, in all its applications in its many settings, was designed as a non-partial
method for signaling that a firm lives up to the practices it claims to implement. From this
perspective third party certification often lives up to its mandate of impartiality and low subject to

capture. However, taking a closer look one can see that the ISO 14000 standard’s strategy breaks

down for the same reasons that third party certification breaks down universally. To m%lith in

the application of a standard one must have faith in the certifier. On one @3 ISO has

attempted to solve this problem by encouraging accreditation of certificatiop=Bodies; where
becoming certified by an accredited certifier or auditor has an adde& of accountability and
credibility. Yet, it is easy to imagine a situation in which the ¢ tr auditor is susceptible to

capture by the firm requesting certification. Furthermo e aserediting bodies have very little

mechanisms for maintaining accurate information tification bodies and their actions.

Discriminating between certification bodies’ gorous enforcement of a standard is not a system

which is transparent. Meanwhile, certi %is designed as a process, a process that extends

beyond the initial certification wh el%rm sets clear targets for future environmental progress.
(g'g

However, once certification ranted, certification bodies are required to return to audit
firms only once a year a@e randomly. Thus, trading partners can only be sure of how a firm

operates 1 day o evlry year and thus we find three problems with third party certification:

limited ca or observation of daily processes, the potential for capture, and little
inform t the actual merit of a certification body.

Does this mean that the ISO 14000 series has no value? The literature investigating ISO 140001
seems to conclude this is not the case despite all the criticism. While voluntary compliance

without certification may exist in any format, actual certification requires extensive resources in
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the form of both time and money. The general conclusion is that certification is just too expensive
to take on without significant devotion to the cause and extensive paper trails are created which
would cause firms considerable negative press should it be found that they reneged on their
claims. Not to mention resulting losses in and competitive advantage and as a result, their trading
contracts. In fact, we see that firms implementing an ISO 14001 certified e%ﬁmtal
management system are not without risk should they fail to live up to their o s - claims
which came at considerable expense. So in ISO 14001’s basic and correct pli‘g the standard
does provide trading partners with a certain degree of information abé&he firm it is contracting
with and also indicates that their partner also has something to reneging on their 140001
certification. Yet, the risk to the certified firm will never s high as the contracting firm who is
relying on certification to communicate genuine € Qtal practices. Thus the standard is

attempting to expose the risks of both sides of d\trading’relationship but without bringing risk into

[
equilibrium, (by increasing the risk o %‘m which reneges on its commitment) there is

ultimately no way for blind faith (@red in 14001°s current state.

In future iterations of th¢ st d, the ISO must mandate a strengthening of the process of third
party certificatio ndigate an increased degree of knowledge about firm level daily practices
rather than %\1 certification scheme which indicates a firm’s practice at a stationary point.
Furthe re complex, is the task of increasing the risk to the firm that reneges on their
docmented management system which it gained certification from. The ISO, being a
nongovernmental body, and the 14000 standard itself, being voluntary in nature, will inevitably
find this challenging. Yet, the firm which puts trust in the ISO 14001 and subsequently partners

with firms based on their certification status without personally auditing them has far more to lose
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in terms of market power and reputation. Conversely, the firm found guilty of malpractice,
depending on their geographical location and relationship with final consumers, may retain very
little risk of their own. In fact, many governments who have taken steps to limit firms’
environmental impacts either through regulations or laws often do not have the resources to
prosecute firms in noncompliance. This further reduces a firm’s risk of reneg!}& their

environmental management system policies and casts doubt on ISO 14000’s abili elicit actual

change in process management. ‘

Finally it is the opinion here that firms who criticize the ISO 14 @s for its systematic lack of

the ability to signal superior environmental managemeptsbehayjior are actually pointing to the

future of environmental certification. As envir oncerns come to the forefront of

corporate rhetoric and consumer increasingly\demand change there will be demands for an
environmental performance rating syste r to that which was instituted by the US Green
Business Council with their LE 1%@ system. The LEED system gives a rating of an
architectural structure’s envi emtal impact or their environmental ‘footprint’. Firms accrue
points, and each point @ ts an architectural achievement that has been determined to
improve a firm’s %&ntal ‘footprint.” Firms are challenged to achieve increasing amounts of
points to ill eir superiority and commitment to limiting their environmental impact. This
type v@ ystem would alleviate ISO 14001°s adverse selection problem, the tendency to

lowest performing firms, by introducing a spirit of competition and offering an

opportunity for achievement within the standard. Firms who wish to standout amongst their

colleagues can be rewarded with ‘silver’, ‘gold’ or ‘platinum’ status for going above and beyond

' LEED stands for Leadership in Efficiency and Environmental Design. For more information see www.usgbc.org.
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the basic standard by reducing their impact. Though this requires a dramatic new take on the
14000 series it could induce increased levels of achievement while highlighting those firms who
have dedicated themselves to best environmental management pracitices. While this solution
speaks only to the number of firms who are ultimately attracted to the ISO 14001 by seeking to

raise the bar, it does not solve the greater problem of information asymmetries in relatjq%ﬁﬁns’

actual day to day activities. This problem is the most critical as it speaks to the w@%edibility.

The ISO 14000 series should not be considered a farce or disregarded&the board as a tool for
better public relations. Certification cannot be obtained wit?; expense of considerable

resources which include both time and money. However e arg basic problems both within the

application of the standard and the process of third fication which strike the standard to

the core and have resulted in harsh critiqueglnd criticism. Thus this paper does not promote
[

throwing the proverbial baby out withwater, rather it stresses that the standard has

obvious points of weakness whi@w overall faith in the 14000 standard. It will be in the

proactive strengthening of knesses and promulgation of the new criteria in future
iterations which will ultim. decide whether or not the 14000 series will remain a standard

which signifies ibleypolicies and regulatory compliance or simply amasses expensive

paperwork Q ¢ of public relations and competitive advantage.

¢SO
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IX. Discussion Questions

1. What does the ISO 14000 series seek to communicate?
2. What firms are likely to seek ISO 14001 certification?
3. Where does the ISO 14001 break down?

4. If the ISO were to alter the certification standards and implement a rando% audit
mandate, who would bear that cost?

5. You are the manager of a medium size firm in a developing ¢ our firm is
positioned in the middle of a complex international supply network, ineanifig you both buy
from suppliers and sell to producers. Your government shas {c environmental
regulations but enforcement is weak. Would you recommendﬂ% stakeholders that ISO
14001 is an important international standard which your ould adhere to? Do you
seek certification?

6. Do you believe that the ISO 1400 series is designed g equip companies with good PR
tools to defend against criticism from environmi al gioups? Or do you believe the

standard actually designed to yield better re ie environment and business

processes?

7. Do you believe process managemen %lt.:s utilized by the ISO 14000 and ISO 9000
series is the most effective way o%e ing environmental and quality business practices

worldwide? Why or why not? the benefits of having universal applicability?
What are the drawbacks?

8. How are transgressorg ofsthe Standard held accountable? Where in the implementation,
evaluation, and certificdtion standards lie room to “cheat”? Does the standard facilitate
adverse selectign

9. Who are xakeholders of the ISO 14001? What are their motivations for
supporting or adopting the standard? How independent are third-party certification
orgamigati

10. @ ed’seeking ISO 14001 certifications, what other methods can firms adopt to
strergthen their environmental management strategies? Are there alternative environmental

rtification schemes to choose from?
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X. Key resources for understanding the ISO 14000 series.

Cascio, J. “ISO 14000 Guide: The New International Environmental Management Standards”
McGraw Hill. 1996.

King, A., Lenox, M. and Ann Terlaak. “The Strategic Use of Decentralized Institutions:
Exploring Certification with the ISO 14001 Management Standard.” Academy of Management

Journal. Vol. 48. No. 6. 1091- 1106.

[ ]
Prakash, Aseem and Matthew Potoski. “Racing to the Bottom? Trade, Environme overnance,
and ISO 14001.” American Journal of Political Science. Vo0l.50. No. 2. April 2@ 50-364.

Also: see www.is0.0rg &Q
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Figure1 IS @(ea Advisory Group Structure in the creation of the ISO 14000 series standard
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