Overcoming the Five
Major Challenges to a
Successful EHS
Management System

The concept of envi-
ronmental, health,
and safety (EHS)
management  sys-
tems has been with deal with them
us for over ten years :

now and is well-un-
derstood. Or is it?

The Concept and Its Challenges

A number of organizations, including the In-
ternational Organization for Standardization
(I80), the British Standards Institute, the Euro-
pean Union, and the U.S. Environmental Protec-
tion Agency (EPA), have adopted their own for-
mal definitions of an EHS management system.
Although there is no single globally accepted def-
inition of the term, the existing definitions are
strikingly similar.

For purposes of this article, we will use the
definition set out by the American Chemistry
Council, which captures the concept nicely, both
in terms of its focus and components: “The col-
lection of programs, operations, people, docu-
ments, policies, guidelines, procedures, facilities
and equipment required to effectively manage
environmental, health and safety activities.”

The concept was not always so well-under-
stood. In fact, there once appeared to be a mis-
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Common problems and how to Ten

conception  that
one “system” fit all,
years  ago,
when EHS manage-
ment systems were
becoming a com-
men topic of dis-
cussion among EHS
professionals, there
was a great deal of confusion regarding the
breadth and scope of such systems.

Even five years ago, some uncertainty re-
mained regarding what to include in an EHS
management system, how to construct one, and
how to quantify the value of a program.

These days, the concept is better understood.
For example, there is little confusion about the
structutal components of an EHS management
system, Structuring such a system for an organi-
zation is not the daunting task it once was.

Where EHS managers continue to struggle,
however, is in integrating and sustaining these
systems within their organizations.

Robert Volkmar, Kenny Ogilvie,
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The implementation of any new
management system, not just the
EHS variety, is best spearheaded hy
a senior manager with broad ship  for

authority.

In some ways, these problems are not surpris-
ing. The skills required to construct an EHS man-
agement system differ markedly from those re-
quired to implement and nurture it.

Our experience and discussions with EHS
managers have identified five common chal-
lenges to the implementation and sustainability
of EHS management systems:

* the absence of active participation and visibil-
ity by senior management;

*» the failure to demonstrate the system’s value
to key stakeholders;

¢ the failure to properly plan for implementation;

* the failure of the management system to ac-
curately reflect the culture of the organiza-
tion; and

* the absence of true systems thinking.

In this article, we describe these chaltenges
and suggest ways to meet them.

Challenge No. 1: Top Management
Participation

The critical role of top management support
for organizational change is well-understood. Yet
lack of top management participation is often at
the root of the difficul-
ties in implementing
change.

Senior managers
provide the leader-
organiza-

tional change and
control the resources
needed to effect that
change. While the
president or chief executive officer need not
take an active role in the process (aithough that
certainly helps), a senior manager with broad
authority to direct people and commit resources
{e.g., a vice president of operations) must do so.

4 / Winter 2003 / Environmental Quality Management

The Value of Visibility

It is important that the senior managers in-
volved be visible with respect to their participa-
tion in, and ownership of, the process. Mid-level
managers and other employees tend to direct
their energies and resources in the direction
they perceive that senior management wants
them to go.

Typically, they focus on the yardsticks against
which they are measured in performance reviews
or incentive compensation programs. In the ab-
sence of direction from senior management, peo-
ple often conclude that system changes are not
all that important. The status quo is maintained,

What senior managers often neglect is that
their direction and support must be explicit and
continuing. They believe their role ends with
their approval of the project. That is understand-
able but regrettable.

Organizational change requires the continu-
ing support and guiding hand of senior man-
agement. People need to see frequent signals
that development and implementation of a new
EHS management system is important to the or-
ganization, and that they are expected to con-
tinue to contribute resources and accommodate
to changes.

In the absence of these signals, inertia will
dominate. It is therefore critical that senior man-
agement remain visibly engaged throughout the
implementation process,

The Importance of Authority

The implementation of any new management
system, not just the EHS variety, is best spear-
headed by a senior manager with broad authority.
Unfortunately, however, it is most often directed
by the vice president or director of EHS.

A manager at that level has limitations of au-
thority that can keep the program from being
pushed forward. For instance, it is difficult for a
vice president of EHS to direct changes in other
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areas of the organization, such as purchasing or
operations.

What works best is having a senior manager as
the implementation team leader, and an EHS man-
ager as the facilitator. This arrangement aligns
their implementation roles with their authorities.

The Power of Experience

Senior managers bring other value to the
process in addition to their leadership abilities
and authority to commit resources, Often these
individuals have been with the company long
enough to have intimate knowledge of its organ-
ization and various management systems. They
know the formal and infarmal routes for getting
things done, and where systems interact.

This knowledge is very useful when imple-
menting a new EHS management system, which
by its nature must cut across several organiza-
tional management systems and authorities, A se-
niot manager often can provide direction on how
to make system changes that are the least disrup-

company’s incentive compensation structure,
which affects pay increases.

If one business unit does not meet the goals
set forth at the beginning of the year, none of the
business unit vice presidents receive that portion
of their incentive compensation bonus.

The purpose of this structure is two-fold: to
ensure that the program gets implemented, and
to ensure that business units support each other
to achieve the common goeal of the company as a
whole, not as different business units.

Challenge No. 2: Demonstrating the System’s
Value to Stakeholders

Failure to demonstrate the value of an EHS
management system to key stakeholders is one of
the biggest challenges an EHS department must
overcome.

Most business managers in other departments
(such as accounting,
real estate, purchasing,
and legal) do not un-
derstand technical en-

Failure to demonstrate the value of

tive to established procedures. an EHS management system to key

_ vironmental issues. stakeholders is one of the higgest
Making It Wa_rk Furthermore, most en- challenges an EHS department must
In cne example of successful EHS manage-  vironmental profes- overcome.

ment integration at a Fortune 100 company, pet-
formance was tied to the compensation process.
Managers at the company integrated environ-
mental management system goals into the per-
formance review process at both the individual
and the company level.

Each business unit vice president became
the chairperson for implementing the manage-
ment system in order to ensure integration into
each of the business units. Fach vice president
then created goals and measured performance
based in part on how well the program was
being integrated.

Under this system, acceptable performance is
based on the results of the program as compared
to its initial goals. Performance is then tied to the
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sionals do not under-
stand the
issues behind corpo-

rate decision making.

While environmental professionals do not
need a business degree, they do need to under-
stand the basic business goals and issues that are
important to their firms. They must integrate
non-EHS business professionals into their EHS
management system decision making.

business

Stakeholder Analysis and Oulreach

The EHS group also must identify their stake-
holders—that is, the individuals both inside and
outside of the organization who are affected by
the decisions the EHS group makes.
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Exhibit 1 shows a simplified diagram out-
lining stakeholder analysis. This diagram is con-
fined to identifying the first tier of stakeholders.
The process typically is expanded to three or
four tiers and identifies the specific people who
must be included.

Once key stakeholders are identified, they
must be integrated into the decision-making
process. The key is to use existing staff and com-
mittee meetings as forums to integrate EHS man-
agement systems into the organization.

It may take the equivalent of a marketing
campaign to ensure that these people understand
that EHS is an investment and not a drain on
profits. This will require learning to speak their
language, rather than hoping they will under-
stand the language of EHS.

Capturing Value
Value cannot be demonstrated to stakehold-
ers unless it is properly captured and reported.

Capturing value requires identifying the alterna-
tives available to improve a process.

Various tools exist to identify and evaluate
options. Two we have found helpful are “mor-
phological analysis” and “aspect and impact
analysis.”

Morphological analysis can involve a simple
table that is used to generate alternatives hased
on options and the characteristics or alternatives
associated with each option.

For example, if the goal is to manage envi-
ronmental cleanup liabilities, a key characteristic
of that goal would be identifying cost-effective
vehicies to achieve cleanup. The options avail-
able under this characteristic might include:
shifting liabilities to a separate company, selling
them, funding them, donating the problem as-
sets, or obtaining insurance to cap the Hahilities,

An aspect and impact analysis looks at an as-
pect of your business and how it interacts with
the environment. For example, it allows you to

Exhibit 1. Stakeholder Analysis
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evaluate energy use and its impact on fuel deple-
tion and greenhouse gas emissions.

To ensure that value is captured, goals need to
be set, responsibilities assigned, and progress
tracked, For example, if the goal is to decrease the
number of findings in agency-led compliance au-
dits, an internal corporate EIIS-led audit program
can be implemented.

To track the effectiveness of the program, the
corporate audit group leader could be required to
periodically report the number of findings to a
designated tracking petson or enter them into an
electronic scorecard.

The value of the management process would
then be indicated by comparing savings from
having to respond to fewer findings against the
time costs or system expenses involved in im-
plementing and tracking the corporate audit
program.

Measuring Financial Benefits

In evaluating the financial benefits of EHS
process improvements, or when making deci-
sions about EHS projects, it is critical to use stan-
dard financial measurements, particularly those
that are standard to the organization.

Nevertheless, it can be quite difficult to iden-
tify the appropriate EHS metrics and quantify
their valee. Environmental projects add value,
but determining how much and over what time
period can be a challenge.

As indicated above, one approach is to iden-
tify and calculate the internal costs associated
with the various options for addressing a given
issue. In some cases, this will show the real cost
savings associated with an EHS project.

In other cases, the calculation will not indi-
cate cost savings unless you include benefits that
are more difficult to quantify, such as savings ac-
crued from fines not incurred or lawsuits that do
not happen, or goodwill gained from customers
or the community.

Overcoming the Five Major Challenges to a Successful EHS Management System

Fortunately, these less tangible financial ben-
efits may also result from other corporate func-
tions {e.g., public financial reporting, corporate
charitable efforts, or product return policies).
Thus, the corporate financial or accounting
groups will likely already have developed mecha-
nisms to account for such benefits. These often
can be adapted to quantify EHS value,

Communicating with Stakeholders

The final step in the business process is com-
municating the value of the EHS management sys-
tem to all stakeholders. The best way of accom-
plishing this is to keep the discussion brief and to
the point. Stakeholders
will want the conven-
fence of a summary,
along with the comfort
of knowing that there
is a computer full of
backup to support it.

The best way toc en-
sure that the message
will get through is to use the company’s other
corporate communications as a model. This will
allow you to present the information with the
look, feel, and language that are characteristic of
your company’s other routine communications,
and thus familiar to your intended audience.

Knowing what stakeholders want, and giving
it to them in a manner they will embrace, are
keys to successfully communicating the fruits of
your EHS management efforts.

Challenge No. 3: Failure to Plan for
Implementation

Firms that fail when implementing a well-de-
signed environmental management system in-
variably have omitted key elements from their
planning. They may have failed to:

¢ recruit the right stakeholders;

Environmental projects add value,
but determining how much and
over what time period can be a

challenge.
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Employee awareness of the
proposed changes and their
importance is key to successful

integration.

s communicate effectively, avoiding jargon;

* set goals and assign resources and accounta-
bility; and/or

* provide deadlines for action items.

Critical Success Factors
For a program to be successful, certain ele-
ments are critical:

* operating under a written, weil-designed plan;

* evaluating the programs of competitors to de-
termine what works and what does not;

¢ creating a performance baseline within the or-
ganization against which to chart all progress;

¢ communicating diversely and effectively
throughout the process; and

* creating a reputation for excellence.

A successful plan starts with understanding
those who are being affected by the programs.
Identifying stakeholders and getting their input
eases their buy-in.

Employee awareness of the proposed changes
and their importance is key to successful integra-
tion. Implementing environmental management
systems places tempo-
rary demands on cor-
porate resources, Plan-
ning and scheduling
to accommodate limi-
tations on resources
within the organiza-
tion will help keep
these limitations from
becoming roadblocks.

Proper planning can prevent the implementa-
tion process from overwhelming resources and
systems—which would lead to stress, discourage-
ment, procrastination, and ultimately failure. A
systematic integration plan is essential.

Researching environmental management sys-
tem programs developed by firms similar to yours
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can provide insights into where successes or fail-
ures are likely to occur, as well as arguments to
bolster support for your program. Reinventing
the wheel wastes time and costs too much,

EPA’'s website {(www.epa.gov/ems/index.htm)
is another good source of information, as are
those of international organizations such as the
Global Environmental Management Initiative
(www.gemi,org) and the International Organiza-
tion for Standardization (www.iso.org).

Knowing Your Baseline

It is essential to gain a thorough understand-
ing of the current status of your organization’s en-
vironmental performance in order to measure the
progress that results from implementing the ele-
ments of an environmental management system.
Critical data for developing this baseline include:

* total nambers of inspections, notices of defi-
ciencies, and fines;

* cmissions and wastes generated;

¢ annual EHS budget and EHS department
budgets;

* cnergy use;

¢ stranded assets;

» success rates of acquisitions and divestitures;

+ remediation project costs;

* time allocations; and

+ evaluations by internal and external clients.

Part of the benefit derived from developing
this baseline is identifying areas where improve-
ments can be made quickly and cost-effectively.

GCommunicating Your Goals and
Accomplishmenis

Communicating the vision, goals, mile-
stones, and accomplishments of your EHS man-
agement system broadly throughout the imple-
mentation process not only helps ensure that
your efforts will be recognized but also helps in-
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vite the feedback necessary to ensure the success
of your program.

Meeting with the company’s public relations
and communications personnel can provide in-
sights into what works best in getting critical mes-
sages to every stakeholder. Publicizing successful
projects, processes, and accomplishments can
stimulate others in the company to adopt these
programs. Understanding the informal and formal
communications networks in the organization will
help ensure that messages are broadcast widely.

Create a reputation for excellence by tying
your environmental management system to your
company’s mission, vision, and goals, and then
integrating them into daily operaticns.

formal organization.” The key is to understand
the networks of relationships that employees
form across functions and divisions to accom-
plish tasks, and then use those networks to test
and integrate the environmental management
system.

This approach will help ensure that your EHS
management program is successtul no matter
what the formal culture dictates. By contrast, if
your program is created and issued in a vacuum,
without input from the right individuals, few
people will follow it and the plan will fail.

Being sensitive to the informal corporate cul-
fure means getting input from each stakeholder
group before develop-
ing and integrating

Being sensitive to the informal cor-
porate culture means getting input
from each stakeholder group hefore
developing and integrating the EHS
management plan.

Challenge No. 4: Failure of the Management
System to Reflect the Culture of the
Organization

Two distinct cultures exist within every com-
pany: the formal and the informal, '

the EHS management
plan.  The modus
operandi of the infor-
mal network will not
change unless the peo-

The formal culture is the easiest to evaluate
because it is outlined in the company’s mission
statement, vision, goals, organization chart, and
job descriptions. It specifies who is in charge and
what the company expects of them.

But does it reflect reality? Every company also
has informal networks of communication and in-
fluence. It is crucial to understand how these in-
formal networks behave, and how to use them to
help develop and integrate the environmental
management system.

Krackhardt and Hanson (1993} explain the
different types of corporate networks and how to
analyze and use those networks to allow organi-
zations to thrive. The same process should be
used to create and integrate a successful environ-
mental management system.

Tapping into Informal Networks
As Krackhardt and Hanson state, “Much of
the real work in a company happens despite the

Overcoming the Five Major Challenges to a Successful EHS Management System

ple who are its key
components buy in to
the process and sign off on it.

They must understand how the management
program benefits them, the company, and ulti-
mately the environment, They must also under-
stand how to successfully integrate the manage-
ment system into their jobs.

Knowing Your Subcultures

Large organizations, especially those that op-
erate internationally, face additional cultural
challenges. In such organizations, several differ-
ent subcultures often exist within the main com-
pany culture.

The key to success in these organizations is
getting input and creating ownership outside of
headquarters. You must reach out to each cultural
group that will be affected. Giving them the op-
pertunity to provide meaningful input into the
EHS management system development and im-
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All work is part of a process that is
interconnected with other
processes within the organization.

plementation process will help ensure that they
champion the cause when the system rolls out.

Chaltenge No. 5: Absence of True Systems
Thinking

It truly is amazing how often EHS and other
management systems are developed by people
with no background at all in the theory and ap-
plication of systems.

It is imperative for EHS managers charged
with the responsibility of developing and imple-
menting a new EHS management system to
spend some time learning about the structure and
function of systems before undertaking the task
of building one. It is
indeed a pity that the
works of W. Fdwards
Deming, Eli Geldblatt,
Scholtes, and
others go largely un-

Peter

noticed by most man-
agers these days.
Systems thinking
is the general method of viewing things in terms
of interdependencies, interactions, and se-

quences. Management systems, such as those

dealing with EHS functions, are complex enough
that failure to understand them thoroughly can
lead to problems in developing and implement-
ing new systems.

There are three categories of root causes that
can lead to difficulties when implementing an
EHS management system: .

* lack of integration with other management
systems;

 failure to recognize that for the overall organ-
ization to operate optimally, some of its sub-
systems must necessarily be suboptimized;
and

* failure to simplify and streamline work
processes.
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Need for Integration

Lack of integration with other management
systems results from failing to properly account
for the interconnections and interdependencies
between the EHS management system and other
systems within the organization.

Such lack of integration often leads to difficul-
ties with other departments when implementing
an FHS management system. The EHS system is
but one of many subsystems that make up the
overall management structure of the organization.

All work is part of a process that is intercon-
nected with other processes within the organiza-
tion. It is where these work processes intersect
that management difficulties can arise,

People in different departments tend to be
primarily concerned with their own specific
needs and objectives, often failing to see the
broader organizational objectives they support.
The result can be disconnects between the de-
partments regarding EHS activities and data.

For example, it can be challenging to con-
vince the accounting groups at each production
facility to change the way they compile environ-
mental costs—especially if it -means additional
work for them. There are perhaps hundreds of
similar examples within the typical manufactur-
ing company-—a fact that testifies to the potential
magnitude of the problem.

Fortunately, this is an area where senior man-
agement’s involvement can be invaluable. The
right senior manager can use his authority and
organizational knowledge to guide the imple-
mentation of systems changes so that they can be
sustained for the long term.

There are two ways that senior managers can
assist in the transition: They can impress on mid-
level managers the importance of accommodat-
ing the desired changes, and they can assist in
structuring the interfaces between subsystems
that lie in different functional areas within the
organization.
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The EHS manager, whether acting as imple-
mentation team leader or facilitator, must pay
careful attention to these interfaces as well. A
manager who thoroughly understands the inter-
connections and interdependencies between
work processes ot subsystems is better able to
work with managers in other functional areas to
accommodate the required system changes.

Understanding Optimization

One of the most widely misunderstood as-
pects of system function is optimization. A core
aspect of systems thinking is continuous im-
provement (i.e., working toward optimization)
via the plan-do-study-act cycle.

The goal of continuous improvement is the
optimization of the overall management system of
the organization, not just the EHS management
system. In similar fashion, when we seek to im-
prove work processes and subsystems within the
FHS management system, our goal is the opti-
mization of the overall EHS management system.

Experience has taught us that optimization of
ail the work processes and subsystems within a
system results in a severely suboptimized system
whole. Because of the nature of work, and the
varying times required for individual tasks and
work processes, it is almost always the case that
some processes necessarily must be suboptimized
in order for the system to operate at maximum ef-
fectiveness.

Laboratory analysis of water samples can
serve as an example here. The wait for laboratory
results often delays the completion of a report.
Sometimes the wait is sufficiently long that it af-
fects the continuity of thought regarding the sub-
ject of the report, which results in inefficiency in
the report-writing process.

While reducing the time required for the lab-
oratory to generate the data certainly would en-
hance report writing, there are practical limits on
how much the process can be speeded up. Sample

Overcoming the Five Major Challenges to a Sugcessful EHS Management System

preparation procedures, equipment accuracy, and
Precision cannot be compromised in the interest
of time. To do so would result in faulty data,
which could lead to erroneous conctusions, Thus,
the output of the system as a whole would be
jeopardized in the interest of optimizing just one
of the work processes within the system.

EHS management systems need to be devel-
oped with an awareness of, and sensitivity to, the
effects that optimizing a work process or subsys-
tem can have on the efficiency of the overall sys-
tem. Failure to do so can create many difficulties
both during and after system implementation.

Eliminating Old Inefficiencies

Another common mistake when rebuilding
an EHS management system is carrying over inef-
ficient existing work processes into the new sys-
tem. Failure to sim-
plify and streamline
work processes at this
juncture can affect
people’s perception of
the system and its
functioning.

A typical example
might be the comput-
erization of work processes. Often the existing
work process is simply translated into an elec-
tronic function without examining the process
for unnecessary steps, duplication of effort, and
other forms of waste and inefficiency.

Carrying old inefficiencies over into a new
system can affect the system’s credibility. Peo-
ple often recognize the presence of waste and
inefficiency within the work processes in which
they participate. They also often have an expec-
tation that the new system will eliminate these
problems.

Failing to eliminate unnecessary waste and in-
efficiency may affect people’s perception of a new
EHS management system so much that it reduces

Experience has taught us that opti-
mization of all the work processes
and subsystems within a system re-
sults in a severely suboptimized

system whole.
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their commitment to implementing and sustain-
ing system changes.

Similarly, there generally is an expectation on
the part of managers at all levels that perfor-
mance improvement and greater efficiency will
result from implementation of a new or revised
EHS management system. If the expected level of
improvement fails to materialize, the willingness
of managers to accommodate and sustain the sys-
tem changes may wane.

Except in the case of a brand new company,
the development of a new EHS management sys-
tem is really just revision of the existing system,
no matter how informal the existing system may
be, Because many of the functions of the existing
system will be cartied over into the new one, this
is the best time to reexamine old work processes.

Every important work process should be
mapped out using a flow schematic or an equiva-
lent tool in order to identify each work step, who
performs it, and its process outputs.

The value of each work task and each output
should be examined and questioned. Is it neces-
sary? Who obtains value from it? [s there a better
way to accomplish the same thing?

" The process of eliminating wasteful and inef-
ficient work steps does not need to be resource- or
time-intensive. Redundancies and unnecessary
activities can be flushed out relatively quickly.

Closing Thoughts: Awareness and Advance
Preparation

By being aware of the challenges discussed in
this article and preparing in advance to deal with
them, environmental managers can greatly in-
crease their chances of implementing a manage-
ment system that is well-integrated with other
business systems and sustainable over the long
term. Advance preparation includes:

* securing the active participation of senior
managers throughout the entire process of de-
veloping and implementing the EHS manage-
ment system;

* understanding the business value of the EHS
management system, quantifving it, and
demonstrating it to key stakeholders;

* looking beyond development of the EHS
management system and planning for im-
plementation;

+ reflecting the organization’s culture in the
EHS management system and implementa-
tion plan; and

* becoming a true systems thinker.
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