Christian Graf

Efficacy of ISO 14001 - a neo-institutional perspective

Please note:

Dear reader, this paper presents an ongoing PhD-project. For that reason the
argumentation and the results are all preliminary. In order to improve the quality of
paper and the PhD-project in general all comments and all kind of critique are highly
appreciated by the author. So, do not hesitate to contact me if you have any question,

comment or critique on this paper. Thank you very much in anticipation.

Abstract:

ISO 14001 is the dominant environmental management standard with more than
200,000 certified organizational units. It is an auditable process-based standard resting
upon a “Plan-Do-Check-Act” (PDCA)-cycle and the demand for continual improvement.
Despite the widespread diffusion of ISO 14001 its efficacy as a tool for corporate
environmental management is challenged (Hertin et al. 2008, Nawrocka/Parker 2008).
It is argued that ISO 14001 has only a minor impact on the environmental performance
of companies.

In answer to this critique the paper shows that the efficacy of ISO 14001 can be
enhanced by linking the standard with other ecological, performance-based standards,
like for example the FSC in forestry. This result is derived from a case study analysis
based on neo-institutional theory, especially focusing on the process of theorization
(Strang/Meyer 1993, Tolbert/Zucker 1996, Greenwood et al. 2002). The criteria for
assessing the efficacy of ISO 14001 are considered to be socially constructed in this
approach. Moreover, in addition to technical demands for advancing ISO 14001, the
paper also considers explicitly requirements concerning the legitimacy of ISO 14001.
The approach of Djelic and Sahlin-Andersson (2006) on transnational governance
explores empirical information on requirements related to the content of legitimate
standards and the characteristics of a legitimate process of standardization.

The paper advances the work of Rasche (2010) and Dyllick (2007) who argue that
stand-alone standards do not reflect the complexity and dynamics of a developing global
governance.
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1. Introduction

ISO 14001 is the dominant environmental management standard with more than
200,000 certified organizational units. It is an auditable process-based standard resting
upon a “Plan-Do-Check-Act” (PDCA)-cycle and the demand for continual improvement.
Despite the widespread diffusion of ISO 14001 its efficacy as a tool for corporate
environmental management is challenged (Hertin et al. 2008, Nawrocka/Parker 2008).
It is argued that ISO 14001 has only a minor impact on the environmental performance
of companies.

In answer to this critique the paper shows that the efficacy of ISO 14001 can be
enhanced by linking the standard with other ecological, performance-based standards,
like for example the FSC in forestry. This result is derived from a case study analysis
based on neo-institutional theory, especially focusing on the process of theorization
(Strang/Meyer 1993, Tolbert/Zucker 1996, Greenwood et al. 2002). The criteria for
assessing the efficacy of ISO 14001 are considered to be socially constructed in this
approach. Moreover, in addition to technical demands for advancing ISO 14001, the
paper also considers explicitly requirements concerning the legitimacy of ISO 14001.
The approach of Djelic and Sahlin-Andersson (2006) on transnational governance
explores empirical information on requirements related to the content of legitimate
standards and the characteristics of a legitimate process of standardization.

The paper advances the work of Rasche (2010) and Dyllick (2007) who argue that
stand-alone standards do not reflect the complexity and dynamics of a developing global
governance.

The paper is organized as follows: First, [ISO 14001 and the research question are
presented. Building on that new institutionalism and especially the concept of
theorization as the theoretical framework are introduced. The third part of the paper
consists of the case study analysis. Linking ISO 14001 with other more performance-

based standards is discussed in the fourth part. The paper ends with a short conclusion.

2.1S0 14001

ISO 14001 is a standard for environmental management systems (EMS) published in
1996. With more than 200,000 organizations certified according to ISO 14001 in 2009 it

is the worldwide dominant standard for environmental management (ISO, 2010).



ISO 14001 is characterized by three key features. First, the standard is based on a
generic problem solving process consisting of four steps. These are “Plan”, “Do”, “Check”
and “Act”. Such a process is called PDCA- or Deming-cycle. On the basis of an explicitly
defined environmental policy an organization passes through that cycle and strives for
improving its environmental performance in each iteration. This refers to the second

key element of ISO 14001 - the demand for continual improvement.
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Fig. 1: Structure of ISO 14001

The third feature of ISO 14001 is its ability to be certified. An organization can achieve
certification by demonstrating the implementation and use of the PDCA-cycle and by
demonstrating continual improvement. ISO 14001 does not include certain levels of
environmental performance or minimum requirements for fulfilling the demand for
continual improvement (Gleckman and Krut, 1997; Hortensius and Barthel, 1997). As a
consequence an ISO 14001-certificate does not provide evidence that an organization is
really reducing its environmental impact. This is why in empirical research the efficacy
of ISO 14001 is often critically assessed.

Current research on the efficacy of EMS (environmental management systems) in
general and especially ISO 14001 delivers mixed results. The efficacy of ISO 14001 is
challenged since it is argued that ISO 14001 does at best only have a minor impact on
the ecological performance of organizations. Moreover, there exist methodological

limitations, like the lack of relevant, comparable data, which are considered as a
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limitation for assessing ISO 14001 (Arimura, Hibiki et al, 2008; Dyllick and
Hamschmidt, 2000; Hertin, Berkhout et al, 2008; Nawrocka and Parker, 2009).
Moreover, the efficacy of ISO 14001 is considered to be context-specific (Anton, Deltas et
al., 2004; Sroufe, 2003).

In spite of these methodological challenges ISO 14001 is generally seen positive but with
important limits concerning its efficacy. (Annandale, Morrison-Saunders et al.,, 2004;
Dahlstrom, Howes et al.,, 2003; Gastl, 2005; Hamschmidt and Dyllick, 2001; Melnyk,
Sroufe et al,, 2003; Potoski and Prakash, 2005; Rennings, Ziegler et al.,, 2006; Russo,
2009; Welch, Rana et al,, 2003; Ziegler and Seijas Nogareda, 2009; Zutshi and Sohal,
2004). It is not contested that ISO 14001 has an effect but the it is often considered
insufficient. For that reason it is argued that ISO 14001 needs to be advanced
(Ammenberg and Hjelm, 2003; Dyllick and Hamschmidt, 2000; Gastl, 2005; Kénnéla and
Unruh, 2007; McDonach and Yaneske, 2002; Miiller-Christ, 2008; Schylander and
Martinuzzi, 2007; Wagner, 2007; Watson and Emery, 2004). A clearly negative view on
ISO 14001 is rare (Barla, 2007; Morrow and Rondinelli, 2002).

Considering the critical evaluation of the efficacy of ISO 14001 it seems to be important
to elaborate possibilities for advancing the standard. This is the objective of this paper.
To reach this goal the understanding of efficacy in the context of ISO 14001 needs to be
improved since the reviewed literature does not deliver a definition of efficacy.
Moreover, the standard itself does not provide any criteria for assessing the efficacy.

In the next section a framework for a better understanding of efficacy and for deriving
proposals for advancing ISO 14001 is elaborated. As a theoretical perspective new

institutionalism is applied.

3. New institutionalism - Theorization as a key element of institutional change

The quintessence of new institutionalism in sociology can be summarized as follows:
Actors and organizations are influenced by institutions (DiMaggio and Powell, 1983;
Meyer and Rowan, 1977; Zucker, 1977). Institutions can be defined as ,shared rules and
typifications that identify categories of social actors and their appropriate activities and
relationships” (Barley and Tolbert, 1997, p. 96).

New Institutionalism as developed in the 1970s und 1980s was mainly focused on how

institutions affect organizations. Only after the critique by DiMaggio (1988) the role of
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actors and of institutional change were addressed more actively. Research on processes
of institutionalization and institutional change became more important in the 1990s and
especially in recent years (Beckert, 1999; Campbell, 2004; Dacin, Goodstein et al., 2002;
Holm, 1995; Kondra and Hinings, 1998; Leblebic, Salancik et al., 1991; Rao, Monin et al,,
2003). Tolbert/Zucker (1996) and Greenwood et al. (2002) proposed two process
models for studying the development and change of institutions. Especially Greenwood
et al. emphasize the importance of the concept of theorization, as developed by
Strang/Meyer (1993). Theorization consists of two key elements: First, a general
organizational failing and an adequate solution need to be defined. Second, the proposed
solution needs to be justified viz. legitimized.

With regard to ISO 14001 and the objective of the paper the concept of theorization
seems to be highly relevant. The creation of an organizational failure and the
formulation of an adequate solution delivers important information on the goals of ISO
14001. In this part of theorization it can be assessed what kind ecological challenges are
addressed by ISO 14001 and how the standard delivers a solution to them. This analysis
improves the understanding of efficacy of ISO 14001.

The justification viz. legitimization of ISO 14001 highlights institutional requirements
for advancing ISO 14001. Moral legitimacy and especially structural legitimacy
according to Suchman (1995) seem to be important for legitimizing ISO 14001.
Structural legitimacy can be gained by adopting “structural characteristics (...) locating
an organization within a larger institutional ecology” (Suchman, 1995, S. 581). As shown
by Djelic/Sahlin-Andersson (2006a), Brunsson (2000) and Kriicken/Drori (2010) there
exist several requirements for legitimate regulation especially on a transnational or
global level. Meyer and his colleagues (Kriicken and Drori, 2010; Meyer, Drori et al,
2006; Meyer, 2007; Meyer, Boli et al, 1997; Meyer, Frank et al, 1997) showed
empirically that scientization viz. gaining legitimacy by referring to scientific results and
presenting science as “paradigmatic umbrella” for interpreting the world (Djelic and
Sahlin-Andersson, 2006, p. 24) is very important. Scientization is strongly linked to
marketization (Djelic, 2006b) and moral rationalization (Boli, 2006). Marketization
means that markets are considered the superior mechanism for organizing economic
and social transactions. This superiority is justified by scientific economics (Sahlin and
Wedlin, 2008). Moral rationalization refers to the scientific evaluation of the virtuosity
and the virtue of organizations. Such an objective assessment can be achieved by

certifications, awards, etc. (Sahlin and Wedlin, 2008). Concerning ISO 14001
5



marketization and moral rationalization are assumed important for legitimizing the
standard.

Whereas scientization, marketization and moral rationalization refer mainly to the
content of regulation, there exist also requirements for designing a legitimate process
for rule setting. Formal organization, demanding that rule setting takes place in an
international organization, and democracy, demanding a democratic process for rule-
setting, are key elements of a legitimate process (Ahrne and Brunsson, 2006; Morth,
2006). Regarding ISO 14001 the requirements concerning the process are less
important since the standard is already developed. The paper also seeks to discuss
possibilities for advancing ISO 14001. In this context formal organization and
democracy are important for the paper since advancing ISO 14001 needs to take place in
a legitimate way.

In the next section the methodology and the preliminary results of the case study are

presented.

4. Case Study Analysis

Methods and data

The theorization of ISO 14001 is analyzed with the help of a content analysis of trade
journal articles from 1996 to 2010. Following the argumentation of Hofmann (1999) on
issue fields trade journals can be seen as an stage for consultants, auditors,
practitioners, academics and officials discussing and legitimizing ISO 14001. Altogether
279 trade journal articles were reviewed. They are mainly presenting the US-position,
but also European, Asian und Australian perspectives are taken into account. Since

September 2010 all articles were read and analyzed three times.

Organizational failing and goals of ISO 14001
In 130 articles information on the goals of ISO 14001 was found. altogether three
different categories of goals were identified:

1. 48 articles argued that ISO 14001 seeks to provide a systematic process to
organize the environmental management of an organization. This view on ISO
14001 is consistent with the text of ISO 14001 and ISO 19011 (auditing /
certifying an EMS)



2. the second category was named “performance”. 44 articles argued that ISO
14001 seeks to realize a certain performance level in adopting organizations.
This interpretation of ISO 14001 does not fit to the wording of ISO 14001 and the
rules for auditors certifying an organization.

3. The third key goal is “contribution to sustainable development”. It was named
only 28 times. Despite this it is considered as a key goal since sustainability
became more important since 2004. This objective of ISO 14001 has a strong
normative element since it refers to the generic, long-term idea of changing our
way of producing and consuming in a more sustainable manner. This goal is also

not covered by ISO 14001.

These results show that ISO 14001 is linked with three goals at which two goals are not
covered by the rules of the standard. As a consequence ISO 14001 should be advanced in
a way that permits the integration of performance levels and to establish the connection
to sustainable development. Moreover, the standard should be capable to address

different goals at the same time and to adjust to changing goals.

Justification of ISO 14001

Concerning marketization 119 relevant articles were identified. Key elements for
legitimizing ISO 14001 are economic advantages, especially by reducing costs by
efficiency gains. Reducing waste, water consumption and energy use are key elements to
realize efficiency gains. Altogether 56 articles argued in this way. This argumentation
fits well to the ISO 14001 as formulated in the standard. An internal process-based tool
seems to fit well to goals like continually working on the reduction of waste or water
and energy consumption. These goals provide economic advantages quickly and do not
necessitate deep changes in the production system of an organization. As a consequence
this kind of justification is complementary with the goal “process/system” but not with
the goals “performance” and “contribution to sustainable development”. Moreover
customer demand plays key role in justifying ISO 14001 (37 articles). Customers
increasingly include ecological aspects in the choice of suppliers. Being certified 1SO
14001 is considered as a precondition for entering a market by some companies.

These results demand that proposals for advancing ISO 14001 need to take the
economic perspective into account. The integration of “performance” and of

“sustainability”-issues in ISO 14001 needs be organized in a way that permits
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organizations to realize economic advantages in using ISO 14001. Moreover, it should
also be possible for customers to require ISO 14001 in the advanced form from their
suppliers.

The role of moral rationalization in legitimizing ISO 14001 is addressed in 79 articles.
The main results can be summarized as follows: ISO 14001 is used to assess an
organizations environmental responsibility (35 articles) and also to assess an
organization’s ecological performance (18 articles). Certification is seen as a central
instrument to demonstrate responsibility and performance to society. Furthermore,
certification is also seen critical in 15 articles. The explanatory power of a certificate is
often contested. This approach for legitimizing [SO 14001 is also only partly covered by
the standard and its guidelines for a certification audit. As already mentioned above, ISO
14001 does not include performance elements. Furthermore, responsibility is only
hardly linked to the goal “process/system” and not to “performance” and
“sustainability”. As a consequence to be legitimized in a consistent way ISO 14001 needs

to be advanced in such a way that an objective certification is possible.

Requirements and challenges for advancing ISO 14001
Based on the analysis of the theorization of ISO 14001 the following conclusion can be
drawn. The institution ISO 14001 is linked with several goals that are not all included in
the wording of the standard and the guidelines for certification. Moreover, the
justification mainly rests on marketization, especially cost savings and customer
demand, and moral rationalization, especially certification of environmental
responsibility and environmental performance. It was also demonstrated that the
justification of ISO 14001 does only partly cover these arguments for legitimizing ISO
14001.
As a consequence ISO 14001 needs to be advanced. This demand refers to the technical
part of the standard since ISO 14001 will be considered more effective if the goals which
play a crucial part in the institutionalization of the standard are explicitly considered.
Moreover, from an institutional perspective a consistent justification of ISO 14001
would enhance the standards legitimacy and thereby the viability of the standard.
Summing up ISO 14001 should

* include performance elements and sustainability as a normative goal,

* permit to deal with different, heterogeneous and changing goals,



* include economic advantages for adopting companies and permit customers to
demand ISO 14001 easily,
* allow objective certification, respectively accountability and

* beadvanced in a legitimate process (formal organization and democracy)

4. Cooperation of standards as a solution

It is proposed that the requirements for advancing ISO 14001 can be reached by
boosting cooperations between ISO 14001 and standards containing performance goals
or that provide guidelines specifying the contribution of the individual organization to
sustainable development. Examples for such standards may be the Forest Stewardship
Council (FSC), Leadership in Energy and Environmental Design (LEED) and to some
degree also Responsible Care in chemical industry.

ISO 14001 explicitly includes the possibility that norms from other standards may be
included into ISO 14001. This link could be taken as a starting point for advancing the
standard. ISO 14001 needs to include the possibility to be implemented and certified in
combination with other standards. Recent advancements of ISO 14001 were centered
around the cooperation with ISO 9000 (quality) and OHSAS 18001 (occupational health
and safety). These standards are similar to ISO 14001 in their approach but target

different issues (see Fig. 2)

Integrated management system Focus of recent
advancements

ISO 9000 ISO 14001 OHSAS 18001

Possibility for future
Performance- advancements
Standards

Fig. 2: Advancing ISO 14001

Linking ISO 14001 with other ecological standards permits to reach the technical
requirements for advancing ISO 14001 well. First, performance criteria and guidelines
for sustainable development can be integrated into ISO 14001. Including them in the
environmental policy would give them the necessary importance within the ISO 14001

framework. Moreover, the cooperation between standards facilitates to deal with
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different and changing goals since ISO 14001 does not always need to be changed
profoundly when goals are changing. Furthermore, the cooperation with other
standards facilitates pursuing different goals at same time. ISO 14001 can be understood
as an umbrella standard which is providing a systematic process that can filled with
different content.

Linking ISO 14001 with other standards may also lead to economic advantages. Many
organizations are confronted with wide range of standards. The cooperation of
standards may decrease the complexity that an organization needs to manage.
Economies of scale may be realized by this. Moreover, more precise rules may deliver
more incentives and more hints for adequate steps for reducing resource consumption.
Cooperation with other standards may also improve the possibility to realize an
objective certification. Performance criteria and guidelines for sustainable development
may facilitate the work of auditors since more elaborate guidelines for assessing an
organization are provided. The discretion of the individual organization and auditor is
decreased which improves the information value of an certification in general.
Regarding the process of standardization, cooperation with other standards offers
advantages. Standardization is a difficult process with many participating organizations,
with heterogeneous strategic interests. Moreover, it is highly disputed if ISO 14001
should include performance levels and guidelines for sustainable development at all
(Bell, 1997; Sheldon, 1997). Conflicts with national regulation and with technical
standards developed by the International Organization for Standardization (ISO) shall
be prevented. Advancing ISO 14001 by boosting cooperations with other standards

reduces these difficulties.

5. Conclusion

The paper shows that ISO 14001 pursues several goals if the standard is considered as
an institutional rule. This perspective permits a better understanding of the efficacy of
ISO 14001. Furthermore, this perspective is usefull for discussing possibilities to
advance [SO 14001. Linking ISO 14001 with other more performance-based ecological
standards is one possibility to do so.

Still, this paper presents only preliminary results. The next steps involve a deeper
analysis of the case study and the discussion of other possibilities to advance ISO 14001.

Especially the role of networks will be emphasized.
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