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To date, extension of the study of 
environmental reporting and the 
factors associated with environmental 
disclosures has not deviated far from 
the realm of private enterprise into the 
public sector (but see, for example, 
ANZECC 2000; Ball 2006). There is 
also only limited knowledge and 
understanding of environmental 
accounting disclosures made at the 
local government level. The 
culmination of many environmental 
decisions and actions taken at the 
micro level or local level (including 
the local government sector) will 
ultimately have an effect on the 
environment at a macro level.  The 
research reported in this paper is a step 
towards remedying these deficiencies.  
The first objective of the research was 
to investigate the amount and type of 
environmental disclosures made by 
NSW local governments within their 
2001-2002 annual reports, through the 
'pressure', 'state', 'response' (PSR) 
model, as advocated by the 
Department of Local Government. The 
OECD developed the PSR model in 
the late 1980’s, and since then 
modified versions of this model have 
been used world-wide.  The PSR 
model conceptualises the human 
activities that exert pressures on the 
environment, changing the quality and 
quantity of natural resources.  These 
changes alter the state, or condition, of 
the environment. The human responses 

to these changes include any organised 
behaviour that aims to reduce, prevent 
or mitigate undesirable changes.  Local 
governments are expected to report this 
environmental information (that is 
'pressure', 'state', and 'response') across 
different environmental dimensions 
within their mandated State of the 

Environment Report. The second 
objective of the study was to uncover 
the factors driving, and motivations 
for, NSW local councils to make these 
disclosures.  
 
Methodology 

 
The research involved two phases.  
The first phase of the research 
investigated how environmental 
dimensions were reported through their 
2001-2002 annual reports.  The second 
phase explored the possible factors and 
motivations that had an impact on how 
environmental information was 
reported. The study was based on 
semi-structured interviews with local 
council staff that were involved in 
producing the environmental reports.  
Hence a multi-method design was 
adopted using previous research in this 
area (refer to Table 1).  Content 
analysis was performed on 27 NSW 
Local government annual reports 
(stratified random sample from the 
year 2001-2002) on the following 
coding dimensions: 
 

i) Valuation method (monetary, 
non-financial, declarative or 
combination). 

ii) Information context according 
to the Pressure-State-Response 
model. 
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iii) Environmental dimensions 
(biodiversity, land, water, air 
quality, sewerage, garbage or 
other) that councils cover. 

 
 

Table 1 - Overview of Research Phases 

 

OVERVIEW OF PHASE I AND PHASE II DATA COLLECTION AND ANALYSIS 

Data Collection Phase Aim Primary 

data source 

Analysis 

Methods 

Outcomes 

PHASE I 
Exploratory/Descriptive 

Describe 
general 
information 
on the type 
and amount of 
environmental 
disclosures 
and identify 
general 
characteristics 
for disclosure. 

Annual 
Reports 
2001-2002. 

Content 
analysis - 
interrogation 
instrument, 
checklist and 
decision 
rules 
defined. 
 
Categorical 
data analysis 
- descriptive 
and 
inferential 
statistics. 

Preliminary 
information on 
differences and 
possible 
characteristics. 
 
Basic 
understanding of 
reporting 
practices, their 
strengths and 
weaknesses. 

Preliminary evidence of possible characteristics associated with differences in 
environmental reporting and a dissection of councils into low, medium and high 
environmental disclosure practices in comparison to other councils re-defining categories 
for those selected for the interview in Phase II. 
PHASE II 
Exploratory 
 

Identify 
possible 
motivations or 
reasons for 
disclosure 
practices. 
 
Identify 
specific 
variables that 
are influential 
in 
environmental 
reporting. 

Semi-
structured 
interviews 
with council 
personnel 
responsible 
for State of 
Environment 
Report. 

Content 
analysis of 
transcribed 
interview 
tapes and 
case notes. 
  
 
Question - 
by question - 
matrix (and 
memoing). 
 
 

Disclosures 
linked to 
possible 
motivations. 
 
Specific issues 
lead to different 
disclosures. 
 
Understanding 
the pressures for 
environmental 
disclosures. 
 
Identify who are 
the perceived 
stakeholders in 
these 
disclosures. 
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The second phase investigated possible 
motivations for disclosure through 
seven semi-structured interviews.  
These interviews provided a fuller 
comprehension and understanding of 
the nature of and motivations for local 
council environmental reporting, 
which in turn provide a starting point 
for further explanatory investigations 
in this area in the future.  This phase 
also introduced issues that councils 
faced with respect to environmental 
reporting.  When analysing the data, 
the connection between broad factors 
that could have an impact on reporting 
practices were considered.  There may 
be an array of different factors that 
impinge on the decision making 
process about what environmental 
information is collected, collated and 
measured and subsequently how it is 
disclosed and displayed and then 
communicated in reports.  Factors that 
may influence reporting outcomes are 
dissected into motivations and 
characteristics (or general contextual 
factors).  Council characteristics were 
defined by the different classifications 
of Local Government in Australia, the 
broad classifications being locality 
(urban or rural) of council, type of 
council and size of council.   
 

Findings 

For environmental information based 
on the PSR model, the predominant 
purpose was to communicate how 
councils were 'responding' to the 
environment (58%).  There was a 
sizeable gap between 'response' and 
disclosures on the 'state' of the 
environment (17%).  ‘Pressure’ was 
the least reported (6%).  There was a 
very large discrepancy in reporting 
between 'response' and 'pressure.'  The 
information across all dimensions was 
primarily 'declarative'.  The Chi-Square 
statistic found differences between the 
amount of environmental disclosures 
and the locality and type of councils.  

The second phase of the research, 
found that an overwhelming majority 
of council respondents declared 
mandatory legislative requirements to 
be the prime motivator for making 
environmental disclosures.  Not only 
did the amount differ between different 
councils but also between the 
environmental dimensions reported, as 
can be seen in Table 2. 

The semi-structured interviews in 
phase II highlighted the importance of 
legal requirements to report.  
Overwhelmingly the common response 
to the question as to why councils 
choose to report, was mandatory 
requirements.  Although there is a legal 
requirement for environmental 
reporting by local councils, 
considerable differences between the 
reports still existed, indicating that 
there were other influential factors 
having an impact on what was being 
disclosed and how it was being 
disclosed.  There was one outlier in 
regard to the amount of environmental 
disclosure. An interview with this 
Local Government was conducted to 
investigate whether there was a reason 
behind their high disclosure rate (53% 
of total annual report was based on the 
environment).  The interview revealed 
a systematic bias, as the council had 
completed a large environmental 
project that year and the annual report 
was used as the communication 
medium to inform residents of the 
success of this project.  Because of this 
systematic bias, the data from this 
council was not used in any statistical 
analysis.  Other reasons given by 
councils, for providing environmental 
reports, included accountability, 
education and image management.   

 

Research Implications 
 

This paper found a focus on 'responses' 
and a lack of emphasis on the 
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'pressures' or the 'state' of the 
environment, demonstrating a possible 
need by local government regulating 
authorities, be it at a state or federal 
level, to implement mechanisms or 
frameworks that facilitate a balanced 
report. This would allow councils to 
focus on adequately identifying and 

then reporting the 'pressures' and 'state' 
of the environment. A review of the 
literature suggests that there is concern 
for the pressures being placed on the 
environment.  The natural environment 
has many pressures being placed on it 
from a variety of sectors, both public 
and private.  

 

Table 2: Expectancy Table Showing Relationships between Environmental 

Media and Urban and Rural Councils 

 
The provision of adequate information 
across all environmental dimensions 
using relevant measures, including 
those derived from a 'pressure', 'state' 
and 'response' model,  is necessary to 
facilitate a proper evaluation of 
environmental performance by local 
government.   
 
Stakeholders and their degree of 
influence can be examined as an 
explanatory factor as to why 
differences occur in local council 
reports. Different communities could 
be interested in different 
environmental aspects that have an 
impact within their specific region. 

These could affect a council's 
disclosures within their annual reports 
(refer to Table 2).  Urban councils 
report on land and water more 
frequently than expected compared 
with rural councils. Rural councils 
report on biodiversity more frequently 
than expected and when compared 
with urban councils. There is a 
possibility that urban stakeholders are 
more likely to be interested in land and 
water because of the quality and 
scarcity of both of these resources.  
 
Conclusion 

This research has extended the 
environmental and social accounting 

    Urban   Rural   Total   
Chi - 

square

  
 

Biodiversity   observed   170   298   468   38.288033   
    expected   272.0624   195.9376       53.16353   

Land   observed   222   94   316   7.9851299   

    expected   183.7003   132.2997       11.087477   

Water   observed   648   322   970   12.545864   

    expected   563.89   406.11       17.420128   

Air   observed   264   79   343   45.838863   

    expected   199.3962   143.6038       221.61797   

Sewerage   observed   252   251   503   5.5842454   

    expected   292.409   210.591       7.7538118   

Garbage   observed   422   271   693   0.9091879   

    expected   402.8616   290.1384       1.2624216   

Other   observed   264   79   343   20. 931474   

    expected   199.3962   143.6038       29.063678   
            
          473.45182   
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literature by investigating 
environmental disclosure in the local 
government sector using a PSR modal. 
Existing research on social and 
environmental accounting has focused 
predominantly on corporations.  
Environmental impact however does 
not reside solely within the private 
sphere of organizations. It is also the 
responsibility of government at the 
Local, State and Federal levels.  
Research into environmental 
accounting needs to be extended into 
the public sector realm, so that the 
concept of accountability covers all 
organisations that have an 
environmental responsibility, not just 
those within the private sector. 
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For further information, Julie can be 
contacted on jmcelroy@efs.mq.edu.au 
 
Ed: The paper indirectly raises the 
question of whether private sector and 
public sector motivations for 
environmental disclosure differ, when 
considering individual local 
government organisations. Local 
government institutions may have a 
greater social responsibility than 
private sector organisations, in which 
case macro approaches to 
environmental accounting, such as the 
PSR model, could have greater 
relevance, as assumed in this paper. 
 


