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The burden of environmental compliance has grown 
significantly over the last few decades and with that growth 
has come a substantial rise in the cost to comply. There 
is also pressure to maintain compliance while adhering to 
strict - and often tightening - budgets. With these competing 
obligations, there is little room for error in either area. The 
result? An EHS department can be caught in a delicate 
balance of cost and compliance.

It is possible to operate a compliant business and stick 
to a budget in line with financial goal. Organizations need 
to clearly identify the sources of their environmental 
compliance costs and take positive steps to control them. So 
what’s the best way to get that done?

What Are the Rules?

The Question of “Who Pays”?

Seven Critical Cost Areas

Best Cost Management 
Practices
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What Are the Rules?

It ought to be simple. Congress makes a law; then the 
Environmental Protection Agency creates a regulation 
specifying how industry will comply with that law; then 
industry follows the regulations and the law. Unfortunately, 
environmental compliance is not so simple. The development 
of regulations can take years or even decades, while the EPA 
tries to balance the concerns of industry and environmental 
groups. Once a regulation is issued, individual state agencies 
are required to adopt it, adding more time and uncertainty to 
the process. Once states have adopted a regulation, it is often 
administered through permitting authorities at the state or local 
level, whose staffing and responsiveness can vary substantially. 
In addition, state laws must be at least as restrictive as federal 
law but can often be written even more restrictive and exceed 
the federal requirements. 

To make matters more complex, environmental regulation is not 
solely the purview of the EPA. There are other federal agencies 
that issue environmental regulations, including the Bureau of 
Safety and Environmental Enforcement (BSEE), U.S. Fish and 
Wildlife Service, and the Federal Energy Regulatory Commission 
(FERC). All of these federal agencies have their state-level and 
sometimes even local counterparts. For all of these reasons, the 
fundamental question of “what are the rules that apply to our 
organization” can be difficult to answer.

State laws must be at least as restrictive as federal law  
but can often be written even more restrictive and  

exceed the federal requirements



Organizations are finding that the cost of compliance has risen 
steeply in recent years in many areas. State and local regulatory 
agencies often pass along their operating costs that arise from 
unfunded federal mandates in the form of up-front permitting fees. 
On top of that, the direct costs of compliance can include large 
capital outlays for emission control structures and technologies, 
ongoing expenses for waste disposal, and the cost of staff to 
manage extensive compliance efforts and documentation. At the 
back end, businesses that don’t invest up front in compliance may 
find themselves subjected to noncompliance fines, legal costs, and 
liability for environmental damage and cleanup.  

Environmental compliance is no longer a business expense 
that can be readily rolled into your general operating budget. 
Businesses need to allocate resources, including adequate staffing 
and supporting technologies,  specifically for environmental 
compliance. 
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Businesses that don’t invest up front in compliance may 
find themselves subjected to noncompliance fines, legal 

costs, and liability for environmental damage and cleanup.
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Let’s take a look at some of the specific areas where environmental 
compliance can cost you – and where careful management and 
investment in management tools can result in significant savings. 

1) Determining regulatory applicability. The regulatory progression 
– from Congressional law to federal agency mandate to state and 
local ordinances and rules – can be difficult to track, especially if 
you’re dealing not only with the EPA, but with other agencies covering 
specific jurisdictions (like the Pipeline and Hazardous Materials Safety 
Administration, which is part of the U.S. Department of Transportation). 
Compliance obligations may also be generated “from the ground up,” 
with local zoning and building codes, land use, and historic preservation 
requirements all claiming a place an organization’s compliance 
obligations. 

Even if a significant number of these regulations ultimately do not 
apply to your business, the process of making that determination and 
continually monitoring changes can create a significant cost burden. 
At one time, this was a literal paper cost – before electronic records, 
businesses created and maintained large libraries of frequently-updated 
binders full of rules, case law, and other resources to use in identifying 
and evaluating their regulatory compliance requirements. Those space- 
and labor-intensive binders are increasingly replaced by electronic 
compliance management systems that update automatically and can be 
electronically indexed, sorted and searched to determine whether or not 
you need to worry about them. 

2) Audits for internal and external use. Once you have identified all of 
the environmental protection rules and regulations that apply to your 
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organization, it’s important to determine whether you’re in compliance, 
typically through some form of auditing. Sometimes, auditing and 
reporting are a direct regulatory requirement: the Clean Air Act, the 
Clean Water Act, and the Resource Conservation and Recovery Act all 
require regulated employers to track and report different compliance-
related metrics. Some business-related certifications, like the ISO 
14001 Environmental Management Systems standard have extensive 
compliance auditing requirements.

In addition to these, as a best practice, organizations may develop 
or implement compliance audits for internal use as part of their risk 
management programs. The audit process, the reports generated, the 
tracking of responses to identified issues, and the careful segregation 
of protected information for internal use from information that must 
be reported outside the organization is a potentially costly, time-
consuming part of your overall environmental compliance. The good 
news is that audit tracking, reporting, and recordkeeping are also far 
more cost-effective and efficient in the context of a well-designed 
electronic management system. 

3) Permitting and approval fees. The environmental permitting fees that 
apply to your organization include both the fees involved in obtaining 

an initial permit (which may include professional engineering fees 
or even capital improvements, if you need to construct secondary 
containment, install monitoring devices or upgrade your facilities), any 
fees associated with permit changes that result from changes to your 
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Organizations must provide a mechanism for workers to 
share information and enable them to report issues freely.
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operations, and the ongoing annual fees associated with your active 
permits. Violating your permits or neglecting your fees can carry 
heavy penalties, so it’s important to closely track your compliance 
activities and payment schedules.

4) Site and equipment improvements. Whether it’s driven by a 
need to obtain approval for a permit or third-party environmental 
management certification, or by a capital improvement project with 
environmental aspects, your site and equipment improvements are 
likely to show up in your environmental compliance budget. They’ll 
have less of an impact if environmental compliance is integrated 
into the organization’s overall business plan and priorities, as 
opposed to being an afterthought. An environmental management 
system that works well with your manufacturing execution system 
(MES) or other business planning software can ensure that the cost 
of environmental compliance doesn’t get overlooked until late in the 
planning process.

5) Monitoring, sampling and testing. Environmental compliance 
is not a fix-it-and-forget-it situation. Many regulations, especially 
those that require a permit, have associated monitoring, sampling, 
and testing requirements. It’s important to ensure that these are 
conducted on schedule, recorded – and if necessary, reported – to 
the people and agencies who need to see them. In addition, it’s 
important to respond quickly if the results deviate from the expected 
values by a significant amount. All of these – the scheduling, 
recording and reporting, and even the determination of whether a 
value is within allowable limits, can be automated in order to prevent 
missed monitoring and ensure that problems are identified and 
quickly addressed.
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6) Professional fees. Filing permit applications and certifying that 
you’ve built your facilities in compliance with the rules isn’t always 
something you should do on your own. You’ll want the help of 
experienced professionals, and that means attorneys, engineers, 
consultants, and other professionals. Whenever anything goes out 
that needs a lawyer’s or engineer’s review and signature, you’ll want 
to make sure it comes back in a timely fashion. A well-designed 
management system can help you budget to cover professional 
fees, track milestones, and ensure that nothing gets missed. 

7) Enforcement costs. A lot of the costs that have been discussed 
so far have been focused on achieving and improving compliance 
– but what happens when that fails? What happens when storm 
damage, accidents or flooding result in a release in excess of 
your permit? What if you discover an issue that wasn’t previously 
identified, like leaking underground storage tanks on your property? 
In such cases, you may face fines for violation of your permit or 
remediation costs. 

In serious cases, you may face the revocation of permits, the 
shutdown of your facility, or the prospect of drawn-out lawsuits 
filed by the government or by affected property owners nearby. 
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In cases like this, it becomes especially important not to miss filing 
dates for documents that can show you’ve completed remediation, 
returned to compliance with your permits, or responded to 
summonses and other court documents. The same environmental 
management system that helps you track other projects to 
completion with an eye to minimizing costs may prove absolutely 
essential when something goes wrong. 

If the resulting enforcement action is severe, it’s possible that you 
could also incur significant costs for facility improvements, including 
consultant’s and engineer’s fees. Stay on top of your unavoidable 
costs, and you’ll never have to face many of the preventable ones. 

Best Cost Management Practices

8

It’s clear that when it comes to controlling your environmental 
compliance costs, there are a lot of moving parts – and if just one 
of them slips through the cracks, a lot of the others could quickly 
balloon. What’s the best way to stay on top of your environmental 
compliance costs? 

Sort preventable from unavoidable costs. Some environmental 
compliance costs are unavoidable: permit fees and the monitoring, 
testing, auditing and reporting associated with compliance are your 
baseline environmental cost of doing business. These are things 
you don’t want to let slide, because if they do, you’ll end up paying 
a lot of preventable costs. For example, missed monitoring could 
mean missed deviations, which leads to missed reporting, which 
could result in fines, legal fees, and remediation costs. 
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If the resulting enforcement action is severe, it’s possible that you 
could also incur significant costs for facility improvements, including 
consultant’s and engineer’s fees. Stay on top of your unavoidable 
costs, and you’ll never have to face many of the preventable ones. 

Promote a culture of compliance. Just as a positive safety culture is 
vital to an organization, so is a culture of sustained environmental 
compliance. Environmental compliance expectations should be 
integrated into new hire orientations and employee handbooks 
whenever possible, signaling your company’s commitment to 
compliance. Training and day-to-day reinforcement of environmental 
principles should be woven into your company’s DNA. Employees in 
many ways are the first line of defense against noncompliance. 

Planning and tracking of required EHS training can be cumbersome, 
especially when they are part of compliance obligations. A software 
solution can assist in monitoring training completion, track training 
applicability based on roles and responsibilities, and provide alerts to 
identify any deficiencies. 

Use a centralized management system. The first ISO management 
system standard, ISO 9000 (Quality Management), was published 
in 1987. At that time, management systems and recordkeeping 
required manpower and a lot of paper. Just as automation increased 
the efficiency and profitability of manufacturing, automation is also 
increasing the ability of environmental compliance managers and 
management systems to collect, record, track, analyze and report 
environmental compliance costs. 
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Conclusion

That automation relies on computers and software that became 
increasingly widespread and affordable right alongside the rise of 
various management systems standards. Now, there is purpose-
designed, customizable management system software that 
environmental managers can leverage to track budget projections, 
actual costs, and compliance-related cost drivers by: 

•   Tracking and monitoring regulatory changes 

•   Tracking and reporting nonconformance statistics

•   Scheduling environmental audits, inspections, tests and 
monitoring and tracking the findings

•   Scheduling and tracking any notices of violation and corrective 
actions

•   Providing automated reminders of reporting requirements

Environmental compliance costs are not negligible but they are 
manageable. A management system that enables the thorough 
identification of applicable rules, and the careful tracking and 
conscientious completion of regulatory requirements, can give you the 
greatest possible control over your environmental compliance costs.



Dakota Software’s Compliance-based EHS Management solutions empower 
companies to more effectively plan and execute EHS procedures and make 

measurable improvements to their overall operational performance.

Dakota Software is the only provider of EHS compliance solutions that deliver a 

comprehensive regulatory library through an enterprise-wide EHS compliance process 

management system. This exclusive feature, combined with Dakota Software’s proprietary 

taxonomy engine, allows users to easily determine which requirements apply to which 

sites and build the appropriate compliance program for each site. Furthermore, users are 

automatically notified of upcoming new regulations and pending regulatory changes. 

ABOUT DAKOTA SOFTWARE
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ADDITIONAL RESOURCES

Analyst Reports
As an industry leader, Dakota Software has sponsored numerous research 

reports on EHS and Sustainability best practices and trends.

Application Briefs
View other software applications offered within the ProActivity Suite. Let 

us help you drive compliance with integrated regulatory content and allow 
enterprise-wide collaboration from any device, online or offline. 

White Papers
Dakota Software’s white papers provide in-depth insight on today’s most 

pressing EHS and Sustainability issues.

https://www.dakotasoft.com/resources/white-papers?utm_source=white-paper&utm_medium=website-download&utm_campaign=leveraging-technology-to-reach-iso-45001-goals&utm_content=resources-page
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