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Certification: Respectability that provides investors
with peace of mind
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It is possible to get some kind of environmental certification for everything from building a dam
to buying a pack of crisps. What has driven this proliferation of green certification and what are
the benefits?

While most areas of the economy have environmental leaders that take action individually,
certification can drive changes across sectors, says Chris Stubbs, director at WSP
Environmental.

Certification schemes range from the specific — the Voluntary Carbon Standard for carbon
offsets, for example, or the Leed and Breeam certification schemes for buildings in the US and
the UK respectively — to the almost universal such as the ISO 14001 standard that can be
applied to any sector of the economy.

Certification to ISO 14001 allows you to achieve a range of benefits, according to the British
Standards Institute.

The standard provides a “solid framework around which to build an environmental
management system,” says Jay Dietrich, corporate environmental affairs manager at IBM. “It is
consistent across the whole organisation worldwide, which leads to a global set of standards
and expectations.”

Certification can be important when it delivers value in return for the efforts you have to put in,
he adds. “When a scheme addresses a need and has broad coverage it can be useful. Country
- or region-specific certification can be troubling, however, because you can very quickly
become snowed under.”

This universal approach allows organisations to compare themselves with other companies
and other sectors, says Cindy Cahill, a partner in the sustainability practice at Deloitte.

It also allows investors to weigh up the merits of sectors when it comes to sustainability.
Standards such as FTSE4Good and the Dow Jones Sustainability Index allow investors to see
which companies perform well on sustainability issues, and may face lower risks.

Signing up to certification schemes can also have more immediate and concrete benefits. In
the UK, the Carbon Trust Standard — which encourages good practice in carbon measurement,
management and reduction — allows businesses to gain credit for early action under the
recently introduced Carbon Reduction Commitment.

Harry Morrison, general manager of the standard, says: “We recognised there is huge
business interest and concern about climate change and a desire to do something about it. But
there was a limited level of expertise on the issue.

“It was difficult for companies to take action and for customers to differentiate between
organisations that were talking a good game and those that were really making a difference.”
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However, there is a danger of certification being used as a form of greenwash, warns Ms
Cahill, unless there is a proper auditing process attached to the standard.

“The Equator Principles, for example, [which govern project finance lending by banks] are
pretty woolly,” she says. “A set of principles is more or less worthless unless it is backed up by
some kind of auditing.

“Consistent and robust measurement standards with very little room for manoeuvre are vital.”

Having an independent third party, such as the Carbon Trust, assessing performance gives
credibility to companies, agrees Mr Morrison.

“Standards play an important role in the early stages of a market that is dealing with a complex
problem and where regulation has not yet caught up with the challenge,” he adds. “They are a
good way of moving the market without the government having to intervene.”

As legislation catches up with the market, regulation will set minimum standards, but
certification will retain a role in allowing industry leaders to go beyond minimum requirements,
suggests Ms Cahill.

Many companies, having taken steps to put their house in order, are focusing on their supply
chains. Achieving certification standards such as ISO 14001 will be a prerequisite for suppliers
to retain the business of companies such as Marks and Spencer or Volvo.

The most effective standards do not just promote consistency, says Mr Morrison. They also
incorporate an element of continuous improvement. “The Carbon Trust Standard is about
raising the bar and rewarding those organisations that are making progress.”

This is a useful approach, says Mr Dietrich. “Creating change requires patience and
persistence. Even if you have a clear goal in mind, it is better to make incremental changes
rather than trying to take giant leaps.”

Certification helps consumers to make more sustainable choices, too.

Good Energy, a UK renewable energy provider, was one of the first companies to sign up to
the Green Energy Supply Certification Scheme.

“Our customers want to know they are buying 100 per cent renewable energy,” says Juliet
Davenport, chief executive.

“Consumers want to be green, but don’t want to look stupid if it turns out that the energy they
are buying is not as green as they thought. This accreditation scheme gives them peace of
mind.”
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