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Strong EHS Performance: An
Added Customer Requirement 

In this era of globalization, multi-
national companies have intricate
buying and selling relationships. These
companies are often themselves large
customers near the top of a huge sup-
ply chain, procuring goods and servic-
es via vast networks of suppliers. The
successful management of quality
(including EHS operating standards)
within supply chains is a major factor
in the success of companies, especially
those who depend on “just-in-time”
supply and/or use hazardous materials. 

Indeed, even if a customer’s own
EHS programs have yielded important
gains for the company, each supplier
still has its own set of EHS challenges
that can easily become the problem of
the customer. For example, the recent
European Union directive on the
Reduction of Hazardous Substances,
which limits the use of six specific
hazardous substances in most elec-
tronic products, has resulted in major
compliance costs to some electronics
companies. They must now verify
their suppliers’ compliance and in
some cases redesign their products

using suppliers that provide less toxic
components. 

Furthermore, thanks in part to
media participation in globalization,
companies like Nike have learned the
importance of gaining control over
the labor practices of their far-flung
suppliers. And in the semiconductor
industry, the leading manufacturers
have joined together to standardize
minimum EHS guidelines for the
equipment they purchase, because
they want protection of employees,
the environment and facilities
throughout all stages of the equip-
ment’s life: design, development,
installation, operation, maintenance
and service. (The primary guidelines
are Semiconductor Equipment and
Materials International S2 “Safety
Guidelines for Semiconductor Manu-
facturing Equipment” and SEMI S8
“Safety Guidelines for Ergonomics
Engineering of Semiconductor Manu-
facturing Equipment.” Intel demands
that its suppliers comply with both
these requirements and additional EHS
requirements imposed by Intel.) Thus,
large companies with mature EHS pro-
grams are increasingly managing their
risks and protecting their reputations

by focusing their attention on the EHS
performance of their suppliers.

A few of the largest manufacturing
companies—including Canon, Daimler-
Chrysler, Dell, Ericsson, Hewlett
Packard, Lucent, Motorola, Nokia,
Royal Philips Electronics, Sony and
Toyota—now demand that all their
suppliers (of both goods and services)
implement some form of management
system that ensures legal compliance
and continuously improves EHS per-
formance. Dell requires that its suppli-
ers comply with both the ISO 140011

standard for environmental manage-
ment systems and the OHSAS 180012

standard for workplace health and
safety management systems. 

Philips, which recently announced
that all of its suppliers must have an
EMS based on the ISO 14001 standard,
offers a prime example of the rationale
behind placing these new demands on
suppliers. From their desks in the
small city of Eindhoven in the Nether-
lands, a group of purchasers and envi-
ronmental managers at Philips have
decided to protect the environment
and their company’s reputation by cat-
alyzing environmental improvements
in the operations of Philips’ 50,000

Environment, health and safety programs have traditionally been

geared toward managing risks and achieving compliance with regulatory

requirements. Success was once measured by the extent to which a com-

pany avoided costly penalties, lawsuits and cleanups. But now, added

incentive to improve EHS performance beyond “material compliance”

is coming from the most important entity of all—the customer. 

This article explores why customers are demanding stronger EHS

performance across the supply chain, how customers are getting infor-

mation about their suppliers’ EHS performance, the likely conse-

quences of these new demands for suppliers and specific steps that

EHS professionals can take to enhance their performance.
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suppliers around the world. This
includes many suppliers in countries
where environmental regulations are
either weakly developed or minimally
enforced. Of course, the environmen-
tal benefits of this decision are some-
what limited in the case of suppliers
that have few environmental impacts,
or suppliers so small that they provide
goods and/or services primarily to
Philips. 

But if the supplier is an interna-
tional shipper such as DHL, both the
environmental impacts and customer
base are considerable. In such a case,
the environmental benefits demanded
by Philips will be cascaded to the tens
of thousands of DHL customers whose
goods will be shipped via planes,
trains, ships and trucks and stored in
warehouses that are all likely more
resource-efficient (and less carbon-
intensive) than before. Consequently,
just a few managers at companies like
Philips might end up doing more to
reduce greenhouse gas emissions than
all the governments of the world com-
bined. To be sure, individual govern-
ments have already taken steps to
improve companies’ energy efficiency
and carbon intensity, but international

agreements addressing greenhouse gas
emissions have thus far been imple-
mented (via the Kyoto Protocol) only
for major CO2-emitting installations,
not the transport industry or other
“less polluting” industries.

Getting Information About
Suppliers’ EHS Performance

Customers are increasingly devel-
oping supplier codes of conduct,
which require that suppliers (especially
“first-tier” or “strategic” suppliers) go
beyond legal compliance. Further-
more, customers are benchmarking
the EHS performance of their disparate
suppliers by using questionnaires to
help determine levels of compliance to
their codes of conduct. Environmental
questionnaires typically request a
description of each supplier’s EHS
management system(s), as well as spe-
cific information about risks and com-
pliance issues (e.g., hazardous sub-
stances contained in their product) as
well as key performance indicators
(e.g., injury rates, CO2 emissions
reduction rates). 

Customers can also use publicly
available information to assess their

suppliers. For example, customers can
consult with the findings of the many
well-respected nongovernmental
organizations that routinely publicize
the EHS performance (or lack thereof)
of major companies. Or, customers
can look to the investment communi-
ty, which now provides evaluations of
companies’ overall EHS performance,
including their respective global cli-
mate change strategies, as part of the
sustainability ranking process. Promi-
nent examples of this are the Dow
Jones Sustainability Index3 and the
FTSE4Good Index.4 These indices,
which include only the most socially
responsible companies (selected using
rigorous criteria), are used by not just
the investment community but also
by procurement departments, as a tool
to identify companies that meet glob-
ally recognized EHS standards. 

Finally, for suppliers in high-risk
industries (e.g., those that are chemi-
cal-intensive) or locations (e.g., coun-
tries where child labor is used), or for
any supplier that does not respond
adequately to questionnaires, cus-
tomers are likely to seek information
by conducting an EHS audit of the
supplier. Hewlett Packard’s actions to

(Continued on p. 30)
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date provide a useful example of how
large customers are proceeding with
their supply chain initiatives. Since
introducing its supplier code of con-
duct in 2002, Hewlett Packard has
acquired EHS performance data from
all of its 50 top suppliers (accounting
for more than 70 percent of HP’s total
expenditures), 13 of which (at 15 sites
in Mexico and China) have been sub-
sequently audited by HP staff.5

Potential Consequences of
Increased EHS Performance
Demands 

If purchasing managers for large
companies must now balance both
cost and EHS considerations—and if
they now have enough information to
do so—the consequences for suppliers
are clear. Suppliers will find that a
growing number of customers incorpo-
rate minimum EHS requirements into
supplier agreements, and any supplier
that cannot meet these demands can
expect to lose revenue. This goes for
both new and continuing businesses. 

The pharmaceutical company
AstraZeneca provides evidence of the
former, reporting that in 2003 it audited
two “potential new chemical suppliers
… and at one of these, we identified
the need for an improvement in [EHS]
standards before any work could be
commissioned.”6 And with regard to
continuing business with existing sup-
pliers, Philips states that in cases
where a supplier’s “view of sustainabil-
ity” issues does not align with Philips’
standards, “the overall approach is one
of finding solutions through open and
honest discussions with the supplier,
but if no satisfactory solution can be
found, suppliers can expect that this
will affect the business relationship.”7

Similarly, AstraZeneca has stated that
“the overarching principle is that it is
our objective to increase suppliers’
awareness and seek improvements,
rather than excluding suppliers based
on poor Corporate Responsibility
performance. However, if performance
remains poor, we will take steps to
place our business elsewhere.”8

Furthermore, even if a supplier meets
a customer’s minimum expectations,
preferred supplier status may now hinge
on a supplier’s success at exceeding the
EHS demands of its customer. Faced
with a choice between two suppliers
who are both cost-competitive, cus-
tomers are indeed selecting the supplier

with the best EHS program. A case in
point is Hewlett Packard, which tells its
suppliers: “HP does not require its sup-
pliers to be ISO 14001 certified, or
require its suppliers to use ISO 14001
certified suppliers. However, as part of
an ongoing effort to select environ-
mentally responsible suppliers, HP
gives preference to existing or poten-
tial suppliers who have achieved ISO
14001 registrations.”9

Thus, suppliers that can show evi-
dence of an environmental manage-
ment system (and/or a health and
safety management system aligned
with OHSAS 18001) can often meet
and exceed their customers’ demands.
On the other hand, a supplier without
a management system can be at a
severe competitive disadvantage. This
has no doubt contributed significantly
to the recent explosive growth in the
number of ISO 14001 certifications
acquired worldwide. As Figure 1 indi-
cates, nearly 50,000 organizations now
hold ISO 14001 certifications, and this

total has been growing at a rate of
more than 20 percent per year since
1998.

Finally, while a supplier with an
existing environmental management
system may be able to exploit this
advantage over those companies with-
out one, this company will still need
to compete against other suppliers
with such systems. The victor in the
latter instance will be the supplier
who has achieved the best EHS per-
formance, as judged by the informa-
tion acquired through questionnaires,
third parties and audits.

Performance-Enhancers for
EHS Professionals

When senior managers devote more
attention to customers’ demands for
excellent EHS results, this often leads to
better integration of EHS functions with
business functions. It also means that
EHS professionals assume higher pro-
files. This presents EHS professionals

References
1.  www.iso.org/iso/en/iso9000-14000/iso14000/iso14000index.html
2.  www.osha-bs8800-ohsas-18001-health-and-safety.com/ohsas-18001.htm
3.  www.sustainability-indexes.com
4.  www.ftse4good.com/ftse4good/index.jsp
5.  “Raising Standards in HP’s Supply Chain.” [Online] Available at www.hp.com/hpinfo/

globalcitizenship/environment/supplychain/results.html (accessed Aug. 6, 2004).
6.  “2003 CR Summary Report.” [Online] Available at www.astrazeneca.com/sites/7/image-

bank/typearticleparam503063/CR_rep_2003_English.pdf (accessed Sept. 21, 2004). p. 11.
7.  “Sustainability Report 2003.” [Online] Available at www.philips.com/Assets/Download-

ablefile/SAR-2003-2759.pdf (accessed July 28, 2004). p. 35.
8.  “CR Principles in Purchasing (Corporate Responsibility Guideline 01, version 01).”

[Online] Available at http://gp.ops.astrazeneca.net (accessed Sept. 21, 2004).
9.  “Supply Chain SER Frequently Asked Questions.” [Online] Available at www.hp.com/hpinfo/

globalcitizenship/environment/supplychain/scserfaqs.html (accessed July 28, 2004).

2002

2001

2000

1999

1998

1997

Ye
ar

0       10,000    20,000    30,000    40,000   50,000    60,000
Total Certificates

Figure 1. Existing ISO 14001 Certificates at Year End, By Region

Source: www.iso.org/iso/en/
iso9000-14000/pdf/
survey12thcycle.pdf

North America
Far East
Europe
World Total



February 2005 • THE SYNERGIST 31

Boosting EHS Value
Within the Organization

By Glenn Fishler

1. Align the EHS function with your
company’s business objectives.

The first task is to identify key busi-
ness metrics. Once the metrics are
defined, align the EHS function to
those metrics and learn to “speak the
language” of the business objective.
Look for ways to enhance and meas-
ure productivity in your organization
and tie as many EHS objectives as you
can to that metric.

For example, a second tier semicon-
ductor fabricator identified wafer moves
as their primary metric. Their goal was
to optimize the number of times the
wafer moved between production steps
during each production day. After care-
ful study, EHS and management under-
stood that the number of emergency
response team events had the greatest
negative impact on the wafer moves of
any EHS-related activity. The EHS
objective became to reduce those
emergency response team events per
unit time. The result was a quantifiable
increase in productivity that was tied to
the overall business goal. 

2. Simplify and make your goals
achievable.

Too often EHS professionals have a
long laundry list of complicated goals
and objectives. Experience shows that
by simplifying and concentrating on
two or three manageable and achiev-
able objectives within a reasonable

time frame, perhaps six months to one
year, better results are produced. By
focusing on a smaller number of
goals, objectives are more often met,
increasing EHS value (especially if you
can tie objectives into your ROI model;
see 3, below).

3. Create an EHS ROI model.

Creating a return on investment
model for EHS further enhances the
value of the EHS function in an organ-
ization. You can fashion an EHS ROI
model like an income statement or
balance sheet, trying to keep the
returns quantitative, not just qualita-
tive. Each EHS activity should have an
ROI associated with it. 

Blended learning for EHS training is
a good example. Let’s say 100 percent
of your EHS training is now instructor-
led. There is an investment cost to
reduce that figure to your goal of 50
percent, with the remainder being
Web-based training. If your return on
that investment is a net improvement/
overall operational cost reduction in
training costs during the first year (and
that can be quantified), then the sav-
ings you realize in subsequent years
further enhance ROI—and EHS value. 

4. Find a C-level or executive
champion.

Typically, EHS professionals don’t
have dynamic leadership skills or the
ear of corporate level executives (CEO,
CFO, EVPs, etc.). This is most often
due to lack of leadership experience
and/or training. But to set EHS objec-
tives that align with overall business
objectives and to help push them

through the rank and file, EHS profes-
sionals need to create strong relation-
ships and establish credibility with
executives to help champion those
objectives. These relationships can
also help further your career, especial-
ly if that executive becomes a mentor.
(For more information on working with
C-level executives, see “Follow the
Money and Save,” The Synergist, July
2004, pp. 30–33).

5. Identify an external mentor.

While internal mentors can help
build EHS value, external mentors can
help build strong leadership skills,
perhaps the most glaring chink in the
EHS armor. Here are some important
criteria to look for when searching for
a mentor: (1) they should have EHS
interest (but not necessarily expertise),
(2) they have an interest in mentoring,
(3) they have leadership experience
and a successful track record and (4)
they have experience leading staff-
type functions in businesses similar to
yours. Networking through local trade
or industry associations is the best way
to find a mentor.  

Fishler is a founding managing prin-
cipal, president and CEO of EORM.
He has more than 22 years of pro-
fessional management and technical
experience in the environmental,
health and safety arena. He joined
EORM in 1991, initially holding the
positions of VP of operations and VP
of business development, before
becoming president, CEO and
chairman of the board in 1999.

with exciting, cross-departmental lead-
ership opportunities. On the other
hand, EHS professionals must be up to
the challenge. Senior management con-
tinues to demand EHS efficiency along
with effectiveness. To meet the chal-
lenge, EHS professionals should focus
on proven ways of using EHS programs
to build business value (see sidebar).

Performance is indeed the reality on
which EHS professionals will be judged
by both internal stakeholders (i.e., senior
managers) and external stakeholders (i.e.,
customers, the general public, non-
governmental organizations, govern-
ments and even future generations).
However, perception also matters a great
deal. Therefore, EHS professionals must

work with their companies’ marketing
and public relations departments to gar-
ner recognition for their achievements.
They should also seek to scale up both
performance and image by participating
in coalitions and partnerships that help
to leverage resources while raising their
company’s EHS profile. This means join-
ing forces with governments, NGOs,
industry partners and the financial sector
to take advantage of available subsidies,
resources, best practices and public rela-
tions campaigns. By working with multi-
ple stakeholders, a company can use
their internal EHS initiatives (including
EHS management systems) to participate
in the more systematic approaches
(including region-wide EMSs, emissions

trading schemes and international initia-
tives to combat chronic diseases) that are
truly needed to solve the biggest EHS
problems of today and tomorrow.  
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