Management systems supporting sustainable development

If you export products or services to the EU market, you should know that sustainable development has
become an important issue for many EU based companies. This does not only refer to the sustainability of
their own activities. EU companies are increasingly interested in the sustainability of the performance of
their suppliers, including those in developing countries. There are a few standards that are considered
effective management tools to implement sustainability aspects. This document describes widely known
and used management systems in the EU.

Relevance

In addition to their legal compliance, EU companies are
increasingly judged (by EU customers, civil society
organisations and governments) for their compliance
with certain international ethical norms concerning the
social, environmental and economic aspects or
‘sustainability’ impact of their products and services
and the manufacturing process. As a consequence,
many EU companies have incorporated sustainability
aspects in their management systems. More important
for exporters in developing countries, many EU
companies set the goal to ensure that the products
(final products, components and ingredients) and services they purchase are produced in a
sustainable way.
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2 For more information on the incorporation of sustainability issues in companies’ policies in
general, refer to the related documents on ‘Multilateral guidelines and initiatives for
sustainability — OECD guidelines and Global Compact’ and ‘Sustainability reporting’.

It can be a challenge to identify the sustainability impact of products, services and their
manufacture and to determine how to control them. This is where a sustainability management
system may provide a solution. It provides a company with standardised tools, such as technical
specifications, criteria, methods, processes and practices, to integrate sustainability
performance into the company’s internal management and control system. It helps to define
sustainability objectives. Moreover, it provides measurements to evaluate the level of success in
achieving the objectives.

There are some standards establishing management systems that have gained favour among
EU companies. Many EU companies implemented them in their businesses. Moreover, they
require their suppliers to implement them too. Requirements that are being imposed by EU
companies can be an important driver for you, especially if you are a small and medium-sized
company. In some product and service sectors, the ability to prove that you integrated
sustainability aspects in your business (e.g. through certification) is claimed to contribute to
higher sales and can therefore be essential from an economic point of view.

This document describes a few of the standards which are widely accepted in the EU and
therefore can be used to enhance your company’s image and also to increase your sales if your
performance is according to your potential EU buyers’ expectations.

Certification

Certification is not a requirement of any of the management system standards discussed in this
document. “Certification” refers to acquiring of a written assurance (the certificate) by an
independent external body (certifier) that it has audited your management system and verified
that it is conform the requirements specified in the relevant standard. Although not obligatory,
some EU buyers will demand you to obtain certification as it is a way to demonstrate
compliance with a certain set of standards. Certification contributes to your company’s
credibility and transparency.

The following management systems are commonly known and used by EU companies:
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1. 1SO 14001 — Environmental Management System
2. SA8000 — Social Accountability
3. OHSAS 18001 — Occupational Health and Safety

Please note that the standards covered in this document can be applied by any company,
large or small, whatever its product or services. They are often integrated or are the basis
for sustainability initiatives in a specific sector (e.g. the Electronics Industry Code of Conduct).
Furthermore, they are process standards, not a standard for individual products. This means it
frames a type of management, not a type of production.

1SO 26000

1SO has recently developed 1SO 26000 providing a voluntary guidance on social responsibility.
It aims to establish a global relevant understanding of what corporate social responsibility is
and what organisations need to do to operate in a socially responsible way. According to the
final version of 1ISO 26000 certification is not considered. 1SO 26000 aims to become the
internationally benchmark for corporate social responsibility.

2 For more information on I1SO 26000, refer to the related document.

2 For more information on sustainability initiatives for the sector in which you operate or
requirements covering your products or services, search the CBI database.

I1SO 9001 — Quality Management System (QMS)

The ISO 9001 standard, developed by the International Organization for Standardization (1SO)
takes a special position in the list of standards covered in this document. It is not specifically
born from the need to develop a management system covering a certain sustainability aspect. It
provides a framework for systematising procedures and methods, not only with regard to
sustainability aspects, but to the entire organisation (from purchasing to processing, quality
control, sales and administration).

I1SO 9001 is a standardised management system that assures that your company always
operates the same way. The requirements of the standard cover a wide range of topics, such
as:

e Commitment to quality and continual Monitoring and measurement of processes
improvement of the system and products

e Customer (e.g. EU buyers) focus e Review of incoming orders

e Adequacy of resources e Purchasing

e Employee competence e Calibration of measuring equipment

e Process management (for production, e Monitoring of your clients’ perceptions
service delivery and relevant about the quality of the products and
administrative and support processes) services
Quality planning e Corrective/preventive actions
Product design e Process to resolve your clients’ complaints

Compliance with the standard means that you can demonstrate your ability to supply, on a
regular basis, a product or service that is compliant with your EU buyer’s specifications and
other relevant requirements (e.g. EU legislative requirements). As such, 1SO 9001 focuses on
the customer-supplier relationship. ISO 9001 can be integrated with other management
systems standards, such as ISO 14001 and OHSAS 18001 (see below). This is why ISO 9001
has become so popular among EU buyers. It assures them of a generic continuity level of their
suppliers’ services.

2 For more information on I1SO 9001 and how it can affect your trade with the EU, refer to the
related document.
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1. ISO 14001 — Environmental Management System

What is 1ISO 140017

ISO 14001 is by far the most widely used environmental

International . .
management system standard for industrial processes
Is Qrganization for worldwide. It aims to assure a level of environmental protection
Roor-Sl  Standardization

that goes beyond what is required by legislation in the country
where a company or organisation is established. It provides general requirements for the
introduction of an environmental management system (EMS).

An EMS is a systematic approach to deal with the environmental aspects of an organisation. It is
a tool to:

e identify and control the environmental impact of its activities, products or services;

e improve its environmental performance continually; and

¢ implement a systematic approach to set environmental objectives and targets, to
achieve these and to demonstrate that they have been achieved.

ISO 14001 concerns all the activities and products or services of your company that can interact
with the environment. It does not itself state specific environmental performance criteria. Any
activity potentially affecting the environment, especially when they have a negative influence,
must be made part of an EMS. Examples of activities or business problems with a potential
negative influence are:

Activities or problems that can
generate environmental impacts

Potential environmental impacts

Emissions to air, soil or water Air, soil or water pollution

Cleaning of production site and
equipment

Spill/overflow of water used for mopping/cleaning up
around the plant that could contain various
contaminants

Heat sealing of product packages Generating and emitting fugitive vapours

Potential for fire, sabotage, and other
emergency situations to occur at the
site or at neighbouring sites

Air pollution and emission of hazardous gases to the
environment or water pollution of drink and/or fresh
water resources

Storing waste containers in an
unsealed area

Soil contamination due to leaking drums/containers

Unloading and storage of raw
materials and substances

Potential impact from accidental release or spill of
liquid substances

Use of energy for lighting, climate
control, electronic equipment

Generation of greenhouse gases contributing to
global warming

Use of transport vehicles to deliver
raw materials to site.

Exhaust emissions from transport vehicles

Use of water

Depletion of natural resources

Waste

Disposal of hazardous waste and contamination of
soil and groundwater.

Furthermore, you must be able to demonstrate that your company operates in compliance with
the environmental laws that apply in your country. 1SO 14001 sets out standards on how to
evaluate a company’s EMS. ISO 14001 does not require that you pursue certification.

How relevant is ISO 14001 in Europe?

Many companies worldwide implemented a certified 1ISO 14001 EMS (appr. 15,000
organisations). Among them are many European-based companies and complete industries that
made the 1SO 14001 standard the minimum requirement of their corporate polices and codes of
conduct. After 1SO 9001 certification, 1ISO 14001 certification is nowadays one of the most
required generic standards in the world.
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Assessing the environmental performance of suppliers has also become a factor in the selection
criteria of many EU companies. Some major global and EU retailers have committed themselves
to only buy products from suppliers who are 1SO 14000 certified as well. In some sectors, 1SO
14001 certification has become a prerequisite for doing business. Industries with the highest
ISO 14001 certification are the electronics and electrical appliances, IT and optical sector, as
well as the food and beverages and chemicals and pharmaceuticals sector. Moreover, some of
them committed themselves to only buy environmentally friendly products within a certain
timeframe. In other sectors, ISO 14001 is less relevant.

Possibilities that facilitate the implementation of 1ISO 14001

For exporters in developing countries, 1ISO 14001 represents an international consensus on how
to organise an EMS. However, adoption can be a challenge, especially for small and medium-
sized companies who only have access to limited resources, such as lack of appropriate
infrastructure, unsound policies, ineffective environmental regulations as well as financial and
human resource constraints. For this reason, it may be practical to search for ISO 14001
activities (e.g. training courses or workshops) in your country or operate jointly with the help of
an EU buyer who, in order to sustain his relationship with you, may want to offer you
institutional capacity, expertise and technical assistance.

ISO 14001 activities

There are some governments that actively promote implementation of ISO 14001 internally as
part of their export strategies. For example, the Egyptian Ministry of Trade and Industry
encourages companies to implement 1SO 14001 by paying 85% of the consultancy and
certification costs. In 2010, more than 200 firms benefitted from this project.

For those small business operators who do not have the time nor the resources to spend on
training courses, it may be useful to consult the 1SO 14004:2004 guidelines on the elements of
an EMS and how to implement one. You can also consult the national ISO member in your
country.

2 For more information on 1SO 14001, I1SO 14004:2004 and the national 1ISO members, refer to
the external links section.

ISO 14001 in combination with 1SO 9001

The success of an EMS heavily depends on the cooperation and commitment of the
management and the workforce at all company levels. Regular information exchange is of high
importance. It is for this reason that many EU companies may favour suppliers that implement
an EMS in parallel or in sequence with a QMS as ISO 9001.

2. SA8000 — Social Accountability

What is SA8000?

SA8000, or Social Accountability 8000, developed by Social Accountability
International (SAl) is the most widely applied management system for
social accountability in the supply chain. It sets requirements for a
L . management system that supports the implementation of minimum
INTERNATIONAL working conditions that are based on the Universal Declaration of Human
Rights, Convention on the Rights of the Child and various International Labour Organization
(ILO) Conventions. Above all, it aims to create a supply chain effect, which means it is not

only intended to be applied internally, but also as a tool to manage suppliers.

2 For more information on ILO, refer to the related document.

The standards concern the following issues:

e Child Labour: Employers must not hire children under the age of 15 years;
e Forced Labour: Employers cannot force workers to work against their will;
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e Health and Safety: Employers must take protective measures to guarantee
workers’ health and safety;

e Freedom of Association and Right to Collective Bargaining: Workers must have
the freedom to bargain with employers (create and become members of trade union
of their choice);

e Discrimination: Racial and other discrimination is forbidden;

e Discipline: Employers must not use or support the use of disciplinary practices;

e Working Hours: The working time must be limited to 48 hours per week and
overtime at 12 hours per week;

e Compensation: Employees must be paid at least the minimum wage; and

¢ Management Systems: The management system should be standardised,
especially when the company wants to obtain third-party certification.

The standards are applicable to both employees working at a company’s worksite, as well as
workers who carry out work for a company at their homes. More detailed conditions can be
found in the text of the standards itself. Companies signing up for SA8000 can choose to
become fully certified by an independent certification body at once or gradually through
participation in the so-called SAI Corporate Program.

2 For more information on the text of the standards, including a guidance document, refer
to the external links section.

How relevant is SA8000 in Europe?

SA 8000 is internationally perceived to contribute to a good image and reputation of a
company’s products and services. At present, over 1.2 million workers are employed in over
2,100 SA8000 certified facilities in 60 countries, across 67 industrial sectors, such as
manufacturers of toys, garments and footwear, plastics and pharmaceuticals.

Among them are many EU and other Western companies that want to assure their whole
supply chain operates on a minimum of social standards. In order to achieve the standard,
EU companies may put pressure on you to obtain certification. Certification is not a must
and therefore you can apply the minimum working conditions yourself and simply declare to
your EU buyers that you apply SA8000 (if you do so).

BSCI

The Business Social Compliance Initiative is an auditing system that aims to monitor the
social performance of suppliers. It has been developed by European retailers with the aim to
improve the social conditions in sourcing countries. The system consists of two levels of
social requirements. The first level of standards is compulsory (minimum social standards
and working conditions). The second level is voluntary and includes certification of the social
management system SA8000. Please note that BSCI is a system in which you can only
participate once your company has become a supplier to a participating European retailer.

2 For more information on BSCI, refer to the related document on ‘Retailers’ sustainability
initiatives for non- food products’.

Possibilities that facilitate the implementation of SA 8000

SAl itself offers open and custom training courses for (a.o.) suppliers that are aimed to help you
to understand social compliance issues and the important of a management system as the key
to ongoing compliance.

2 For more information on the activities of SAI, refer to the external links section.

3. OHSAS 18000 — Occupational Health and Safety

What is OHSAS 180017
OHSAS stands for Occupational Health and Safety Series and OHSAS 18001 is a
management system that aims to help a company to control occupational health and safety
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risks for its workers. OHSAS 18001 is developed by the British Standards Institute (BSl) in
cooperation with international standard organisations and international certification bodies.

Like the other standards mentioned above, OHSAS 18001 is designed for all sectors and can
be applied in all kinds of companies and organisations. However, it is mainly used in
industrial sectors. To comply with OHSAS 18000, you must:

e determine the health and safety hazards and risks associated with your
operations;

¢ identify health and safety laws applying to your operations;

e design and implement regular controls to eliminate or at least manage health
and safety hazards and risks; and

e establish improvement programmes and set targets/goals and measurement
methods to track the effectiveness of the controls.

To explain the requirements of the standard and how the standard should be implemented,
specific guidelines have been developed (OHSAS 18002). Certification is an option.

How relevant is OHSAS 18001 in Europe?

OHSAS 18001 is relatively general and generic. It does not set any occupational health and
safety performance standards. According to the standard, the benchmark for health and safety
performance standards are those mandated by national health and safety legislation. As a
consequence, the performance level can differ severely from country to country.

Nevertheless, in some sectors you may find competitive advantage when you are able to show
that your company has made occupational health and safety practices a core part of the
management system. In such a case, OHSAS 18001 is ‘the’ international benchmark for
improvement in the area of health and safety for workers at work sites.

Please note that OHSAS 18001, when implemented, is often used parallel or in sequence with
ISO 9001 and ISO 14001. In this perspective, OHSAS 18001 is ‘the cherry on the cake’.
Unfortunately, there are no data available on the importance of OHSAS 18001 in specific sectors
and industries.

OHSAS 18001 in Egypt

As mentioned, OHSAS 18001 is the international benchmark for improvement in the area of
health and safety for workers and it is claimed by some stakeholders to influence trade
positively. It is for this reason that some governments in non-Western countries, e.g. Egypt, set
the implementation of the OHSAS standards as a legal requirement for companies.
Governments in several countries in Asia and South-America actively promote the use of the
standards.

Possibilities that facilitate the implementation of OHSAS 18001

OHSAS 18001 puts the emphasis on compliance with the legislation in your country and may
therefore be relatively easy to implement.

2 For more information on the standard, refer to the external links section.

Occupational Health and Safety (OHS) in practice

Although your EU buyer may not require from you to obtain OHSAS 18001 certification, he
will likely pay some attention to the working conditions you have established for your
workers. It can happen, that an EU buyer will withdraw himself when it appears that your
company severely breaches OHS principles. For this reason, it is recommended to search in
the CBI database for information on OHS practices available for all sectors where CBI is
active.

2 For more information on the OHS practices per sector, search the CBI database, for
example by filling in the words ‘occupational health and safety’ in the SEARCH field.
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How to assess your chances?

Implementation of one of the aforementioned standards implies that you will be confronted with
various costs. These costs might be associated to management time, personnel external
consultant and training services, remedial actions, third-party certification audits and regular
monitoring audits. If you are a small and medium-sized company, you may face difficulties in
achieving the standard. Before moving forward to concrete actions, it is important to assess
your chances by asking yourself questions, such as the following:

e Did my EU importers express their preference for a certain standard or would they be
interested?

e Which standard is most suitable for my company (with a view on the facilities, staff,
resources, premises, equipment, etc.)?

e Are there any NGOs or bilateral/multilateral initiatives that could guide (e.g. through
information access, training, implementation or manuals) me through a transition
process?

If you find certification or assessment too costly at this stage, use the standards mentioned
above as guidelines to implement a structured management system in your business.

Selecting certification bodies

A certificate is only valuable if the auditor who awarded the certificate has a
good reputation. In some countries, all kinds of organisations can award a
company with a certificate. For that reason, the standards of ISO 9001,
14001, SA 8000 and OHSAS 18001 determine that an auditor has to meet
certain criteria and obtain accreditation. To prevent investing in certification
which may be of no value to EU importers, it is important to check if your
auditor is accredited. Accredited auditors can be found on the websites of
the standards.

Last updated: November 2010
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