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Introduction

"Climate change is a key factor in 
companies' long-term strategies. 
Awareness is changing rapidly,
and I believe we are on the verge of
a fundamental redesign of finance."
- Larry Fink, CEO of Blackrock

Blackrock is the world's largest fund manager,
with $7.32 trillion under management as of 30 June 2020. 
By comparison, it's about the equivalent of half of 
Germany's annual GDP.

Many business leaders and environmental experts use the terms 
sustainability and ESG interchangeably. It makes sense, in a way, as both 
share the same goal of improving a company's business practices to 
boost profits, and win favor from investors, customers, and regulators.

Sustainability is an umbrella term encompassing all company e�orts to 
reduce its impact on its surrounding world. A sustainable business is an 
enterprise that has a minimal negative impact or potentially a positive 
e�ect on the global or local environment, community, society, or 
economy. For example, sustainability can also mean creating good jobs 
or promoting gender equality — in addition to protecting the 
environment.  

Environmental, Social, and Corporate Governance (ESG), on the other 
hand, is an evaluation of a firm's collective conscience for social and 
environmental factors. It is typically a score compiled from data 
collected about the intangible assets of the enterprise. ESG is more 
specific and data-driven. It focuses on three dimensions (environmental, 
social, and governance) rather than just going green or being a 
responsible steward.



In a letter to the CEOs, Larry Fink from Blackrock writes that

"Blackrock has announced a number of initiatives to put 
sustainability at the heart of our investments. Sustainability is 
an integral part of our portfolio and risk management 
practices. We are reducing our investments that pose high 
sustainability-related risks, such as coal power plants. We are 
launching new products that look at fossil fuels and 
strengthening our commitment to promoting sustainability and 
transparency in our business practices. Given the funds already 
committed to disclosure and the growing investment risks 
associated with sustainability, we will be increasingly willing to 
vote against the board when companies fail to take 
appropriate action on sustainability reporting, business 
practices, and planning." 

Nothing shows better than this letter that sustainability, 
including the legislative management pillar, is no longer a 
necessary evil in the life of a company. 

This ebook highlights the challenges and importance of 
implementing an ISO-based legislation management 
framework within companies' sustainability programs.   



The WHAT in this sense is the business result 
of the company. The money that they can 
make with their business. The profit, the 
dividend, or the capitalization. The HOW is 
about how they make this money and what 
their impact is on the environment, people, 
neighborhood, and supply chain. 

Understanding the HOW is critical, and the 
importance of the HOW is growing. More 
and more companies are talking about 
their sustainability (ESG) program. When 
you talk about it, it's crucial to explain the 
things that matter the most. In sustainability 
language, this is called materiality. 

But which impact is material, and which 
one is simply significant? Here comes the 
first element, when data-driven analysis 
and decision are needed. 

Sustainability is not an internal matter but 
the way companies act and react to their 
operating environment. That is why 
stakeholder analysis is a crucial element of 
the sustainability journey. Knowing what is 
essential to your partners, suppliers, 
consumers or authorities requires a proper 
approach to stakeholder management. 

Then you create your strategy, 
commitment, and plan to deal with the 

issues. This is what you communicate to the 
world. But you need to know if you make 
real progress with your promises. Here you 
need detailed data and a tool that you can 
rely on.  Tracking and tracing your ESG 
metrics. To see if you live up to your 
commitments. 
Managing sustainability requires a similar 
approach to managing any critical business 
issues or financing. Data-based decisions 
and easy access to information simplify the 
process and make it transparent. In the 
following chapters, we review the 
management framework required for your 
sustainability program. 

Sustainability
Balancing between the "WHAT" and the "HOW"
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The 
Sustainability 
Journey
Companies are on various stages of 
sustainability development and give 
di�erent priorities to sustainability. 
Bob Willard, one of the most 
recognized authors and researchers 
on sustainable business, has 
identified five levels of the corporate 
approach to sustainability.
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Compliance
Regulatory enforcement

Beyond Compliance
Echo-e�ciencies

PR crisis
Regulatory threat

Integrated Strategy
Enhanced business value

Purpose/Passion
Values-driven founder / CEO

Figure 1. The 5-stage sustainability journey 



Pre-compliance
the company does not want to 
comply with the law, it is looking 
for loopholes, and trying to 
avoid penalties by being "smart." 
It shows no sign of thinking 
about sustainability. This is a 
risky stage for the company, so 
most companies in developed 
markets quickly move beyond it, 
as their activities are often 
illegal.

Regulatory compliance
the company manages its risks 
by complying with the 
legislation. It is reactive in 
following requirements. Any 
activity beyond this is seen as a 
cost and does not make business 
sense. At most, corporate 
sustainability is seen in the 
company’s communication.

Beyond compliance
a company that moves beyond compliance 
recognizes that it can achieve financial savings with 
eco-e�ciency. These incremental savings can be 
realized in four main areas:

1) Energy savings

2) Water savings

3) Reduction of the use of materials and packaging 

4) Optimization of waste management costs

Sustainability in these companies is 
department-specific and not part of the daily 
operations. 

Stage 1 Stage 2 Stage 3



Integrated
strategy
sustainability is embedded in the 
business model and positioned in 
the market. This way of thinking 
integrates into the company’s 
operations. At this level, the 
company is already creating 
sustainability-related business 
value that can benefit all 
stakeholders. It sees investment 
and opportunity in this area 
rather than 'green' costs and 
risks.

Commitment
and passion
the company’s founder and 
values are entirely driven by 
serving and making the world a 
better place. This mission drives 
the company's daily operations.

The biggest di�erence between 
Stage 4 and Stage 5 could be 
described as companies in Stage 
4 run sustainable businesses to 
be successful, while companies 
in Stage 5 are successful 
businesses to work towards 
sustainability.

Stage 4 Stage 5



Legislative 
Management
and ESG
As we have seen, the first and probably the 
most crucial step on our sustainability 
journey is a soundly based legislative 
management framework. ESG is a hot topic 
among business leaders today, but many of 
them focus only on the next steps. They do 
not realize that their company still does not 
have the proper legal management 
mechanisms and related risk mitigation 
process in place. Let's look at this process in 
a little more detail.



STEP 1.
Identify applicable acts, regulations, 
directives, and standards

It's pretty challenging to know which 
laws, by-laws, and regulations apply 
to your operations at the di�erent 
levels — federal, state/provincial, and 
municipal. Finding a reliable source 
of legislation that is complete, 
accurate, and up to date is 
fundamental. Furthermore, all laws 
have their unique structure, so the 
correct interpretation is not always 
straightforward.

While some jurisdictions consolidate 
their laws, for example, in Canada or 
the United States, others do not (i.e., 
Netherlands), so you will need to look 
up both the original law and its 
amendments.

STEP 2.
Identify applicable requirements

Not all requirements within a regulation are 
likely to apply to your operations. As 
compliance costs time and money, it is 
crucial to identify and meet only the relevant, 
key requirements and clearly understand 
their applicability. It is pretty common to 
misidentify requirements as applicable and 
realize your mistake only after spending 
thousands of dollars trying to meet those 
requirements.

Understanding requirements can become a 
challenge considering laws are written in a 
legal language with references to other 
documents, tables, or charts. It is not easy to 
understand the meaning and practical 
implication of certain laws, even for trained 
EHS (Environment, Occupational Health, and 
Safety) managers. To make it easier to wrap 
your head around a government's 
interpretation of its regulations and how they 
plan to implement them, governments often 
issue guidance documents.

STEP 3.
Monitor changes

Staying up-to-date is crucial as 
requirements are constantly changing.

Relying on scattered emails from law 
firms, industry associations, and 
government agencies can be highly 
time-consuming. A thorough 
monitoring job requires a keen eye for 
details. You should keep an eye on the 
volume of documents, as tracking 
regulatory changes can quickly 
become challenging while pursuing 
excellence in your core business. 



STEP 4.
Determine applicability of 
changes

When you notice a change in 
an applicable law, you need 
to analyze whether this 
change applies to your 
operations or not. If it does, 
you might need to implement 
procedures, training, or advise 
the appropriate people. The 
analysis of regulatory changes 
can turn into a rabbit hole of 
research. Outsourcing that 
research can lead to 
significant time saving, and it 
can also assure quality 
control.

STEP 5.
Collaborate with your team and subject matter experts

After you identify a change as applicable, you need to 
assign tasks to close the compliance gap. The task needs 
to be clearly defined and accompanied with reference 
material to allow complete comprehension. Actually, it 
should answer the five "W" -s:

1. Why do we have to change? (cite regulatory change)

2. When do we have to change? (set a deadline)

3. What do we have to change? (cite procedures and work 
orders)

4. Who has to do the change? (assign clear responsibility)

5. Where does this change need to take place? (What part 
of the organization is a�ected?)

When the person or team completes the task, they should 
report back and include the evidence of implementation.

As many changes happen each month, you must consider 
the costs of doing it manually. Trying to tackle this 
communication and follow-ups with a mix of emails, Excel, 
and Word documents is unnecessarily time-consuming, 
risky, and ine�cient. 

STEP 6.
Document your compliance 
reviews

If you have a management 
system, you need to maintain the 
evidence of your compliance 
reviews. Even without one, some 
jurisdictions require you to do 
this. At the time of an audit, your 
review evidence must be readily 
available to the auditor if you 
want to prevent an audit finding 
and a headache. 



Overcoming
Your Compliance 
Challenges
Regulatory requirements are the collection of 
expectations that the legislator in a country or 
a region has for us. In some countries, all 
legislation for operations is issued at the 
governmental level, and only in the case of 
construction works might be specific local 
requirements. In other countries, regional or 
even city-level legislation is more typical. 
Consider, for example, cantons in Switzerland, 
provinces in Germany and India, or states in 
the U.S. All in all, complying with the myriad of 
regulations causes many headaches for most 
companies. They need help.

Robust compliance programs require: 

 expert guidance,

 easy to use software to manage complex sets of information,

 organizational buy-in,

 dedicated sta� members, and

 a reliable solution provider.

Almost all our clients come to us after having tried and failed to monitor 
regulations on their own. After a few years into this process, they usually realize 
they do not have the time or expertise to do a good job. Whether you make car 
parts, mine ore, or build infrastructure, you have to focus on your core business 
and outsource tasks outside of your expertise. When looking for a monitoring 
solution, be sure to evaluate:

 the scope of coverage (jurisdiction, industry, topics (HR, EHS, …),

 the speed of publication,

 the level of analysis of requirements, and

 the ease of use. 

We recommend choosing a complex regulatory management solution with a 
strong team of expert analysts.



The Environmental 
Management System
Highlighting the role of management systems in compliance 
is also essential. The ISO 14001 and 45001 are international 
standards that define the requirements of an environmental 
management system. It provides a framework for companies 
to continuously improve their performance, reduce costs and 
waste, avoid costly fines, and communicate with investors 
and stakeholders.



ISO 14001

The key to the success of an ISO 14001 environmental management system is the 
implementation of procedures to identify environmental objectives and their 
deployment across the company. ISO 14001 requires companies to document their 
environmental policy and make it available to stakeholders. In addition, procedures 
should be developed to monitor the environmental aspects and impacts of products, 
activities, and services. Indicators and goals are set based on these environmental 
factors. 

Audits of the environmental management system shall be carried out regularly by 
internal and external auditors who verify compliance with requirements and identify 
and address non-compliances.

The ISO 14001 environmental management system should comply with the PDCA 
(Plan, Do, Check, Act) management method used in all ISO standards. This consists of 
the following steps:

Plan: develop an environmental policy and set short-, medium- and long-term 
environmental performance goals, and plan actions to achieve these goals.

Do: implement measures and collect data for performance indicators.

Check: carry out internal audits to assess the e�ectiveness of the system.

Act: analyze non-compliances and opportunities for improvement identified during 
the audit and implement corrective actions.

Figure 2. The PDCA design and management method

PLAN
1.

DO
2.

CHECK
3.

ACT
4.



Abstract of ISO 45001:2018 

6.1.3 Determination of legal requirements and other requirements

The organization shall establish, implement and maintain a process(es) 
to:

a) determine and have access to up-to-date legal requirements and 
other requirements that are applicable to its hazards, OH&S risks and 
OH&S management system.

b) determine how these legal requirements and other requirements 
apply to the organization and what needs to be communicated.

c) take these legal requirements and other requirements into account 
when establishing, implementing, maintaining, and continually improving 
its OH&S management system.

The organization shall maintain and retain documented information on 
its legal requirements and other requirements and shall ensure that it is 
updated to reflect any changes.

Abstract of ISO 14001:2015 

9.1.2 Evaluation of 
compliance

The organization shall: 

a) determine the frequency 
that compliance will be 
evaluated.

b) evaluate compliance and 
take action if needed. 

c) maintain knowledge and 
understanding of its 
compliance status. 

The organization shall retain 
documented information as 
evidence of the compliance 
evaluation result(s).



Figure 3. Denxpert’s legal compliance software reportConclusion

ESG is a hot topic among business leaders. However, many fail to 
see that their companies do not yet have the proper 
management mechanisms and related risk mitigation processes 
in place. Only after setting a solid compliance strategy it is 
possible to go "beyond compliance" and create a 
sustainability-related business value. 

The denxpert software holds your hand in your compliance 
journey. It provides a reliable source of complete, accurate, and 
up-to-date legislation and helps you identify the applicable 
requirements. It covers global regulations. It monitors any 
changes in legislation and determines their applicability. 
Furthermore, it provides a platform to collaborate with your 
team, assign tasks to responsible persons, and create 
compliance reviews to present at audits. 

After your compliance is in place, denxpert supports you further 
on your sustainability journey, be it on stakeholder analysis, 
sustainability reporting or to have the right data to create your 
ESG strategy. 

We at denxpert believe you should focus on making your 
operations more sustainable and more compliant. By saving 
e�orts on the change management of the regulations you 
get the needed resources to focus on adapting the legal 
requirements in your organizations. This should seamlessly 
integrate into automatic logs for compliance reviews and 
reports for auditors. In an ideal world, you should be up to 
date with all applicable laws and should be able to 
demonstrate your compliance at the click of a button. 
Denxpert can make this happen.

Find out more about our solution.

https://denxpertsolutions.com/en/legal/
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About denxpert

Denxpert is an EHS management consulting 
and software as a service provider with over 15 
years of experience in the Environment, Health 
& Safety and Sustainability field. Our focus is to 
provide organizations a one-stop-shop that 
enables swift and hustle-free management of 
applicable EHS legislation, obligations, and 
optimized processes. Denxpert streamlined 
EHS for over 300 organizations around the 
globe thanks to our solution – in development 
since 2006 -, and the international network of 
experts we collaborate with. 

Contact us

https://denxpertsolutions.com/hu/ajanlatkeres/

