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EDITORIAL 
 
Welcome to the first edition of the 
APCEA News Journal for 1999, and the 
first for APCEA University of Newcastle. 
 

In taking on the editorship I recognise that 
three things contribute to its success.  
First, is the commitment of time and 
energy in the management of the News 
Journal.  With this in mind I would like to 
thank Gary O’Donovan (and the Victoria 
University of Technology branch of 
APCEA) for his work as editor of the 
News Journal in 1998.  Under Gary’s 
guidance the News Journal has continued 
to develop, with a number of his initiatives 
now regular features.  I would also like to 
thank the other members of the editorial 
board for their assistance and advice.  
Second, the News Journal continues with 
contributions of articles and other related 
news features by its readers.  I invite all 
readers to contribute articles of interest 
(regardless of length) at any time for 
publication (preferably by email).  Third, 
the News Journal survives based on the 
financial contributions of its subscribers.  I 
would like to thank those who have 
already paid their subscription for 1999 
and the Tasmanian Division of the 
Australian Society of Certified Practising 
Accountants for their continued financial 
support.  The $AUS20 yearly subscription 
is levied to cover the costs of producing 
and distributing the journal (further details 
are provided in the attached flyer).   
 

This edition includes features on 
sustainable forestry, first by Barbara Geno 
discussing the impact of ISO 14000 and 
AAS 35, and second, Kathy Gibson 
reports on the recent release of a paper by 
Forestry Tasmania.  Martine Hardy reports 
on an analysis of the effect the 
introduction of UIG4 has had upon the 
reporting practices of companies in the 
extractive industries.  Roger Burritt has 

written a brief review of Greenfleet’s work 
on carbon sinks.   
 

Professor Mathews has written a review of 
the history of environmental accounting 
education and considers some of the 
philosophical bases underlying approaches 
to this subject.  At present a number of 
Universities offer an environmental 
accounting course, with other Universities 
now showing an interest in the 
development of similar courses.  With this 
in mind I seek to encourage those who 
have taught environmental accounting to 
share their ideas and experiences.  To 
follow from Professor Mathews' 
introduction, I hope to have regular 
contributions covering issues such as 
course structure, materials, resources and 
issues involved in the development of 
educational programmes in forthcoming 
issues. 
 

If readers wish to contribute articles of 
news on any environment-related 
activities, they can contact me at: 
 

Geoff Frost 
Editor, APCEA News Journal 
Department of Accounting & Finance 
The University of Newcastle 
Callaghan   NSW   2308,  Australia 
 
Email: cmgrf@cc.newcastle.edu.au 
Ph: +61 2 49215008 
Fax: +61 2 49216905 
 
Editorial Board: 
Geoff Frost (Editor) – The University of 
Newcastle, Australia 
Roger L Burritt - Australian National 
University, Australia 
Kathy Gibson - University of Tasmania, 
Australia 
Professor M.R. Mathews - Massey 
University, New Zealand 
Gary O’Donovan - Victoria University of 
Technology, Australia 

mailto:cmgrf@cc.newcastle.edu.au
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IMPACT OF ISO 14000 AND AAS 35 ON 
SUSTAINABLE FORESTRY 

Barbara J. Geno, Central Queensland University. 
 
Background: 
The recent rows over the Regional 
Forestry Agreements are only the 
culmination of over twenty years of 
disagreements between 
environmentalists and public sector 
forestry managers on the 
implementation of sustainable forestry 
practices in Australia’s native forests. 
The controversy is especially intense in 
Tasmania, Western Australia and New 
South Wales (NSW) due to the unique 
nature of the forests.  Following is a 
discussion on sustainable forestry, and 
the implications of ISO14001 and 
AAS35. 
 
Sustainable Forestry and the States: 
The author has been conducting a 
longitudinal analysis of annual reports 
and other public documents from the 
state Forestry Commissions in 
Australia. The study was motivated by 
a desire to study the effects of 
ecologically sustainable development 
(ESD) and the Commonwealth-level 
push for public sector agencies to adopt 
more sustainable practices. The impact 
of ESD has been interpreted differently 
in different states. One consequence of 
the ESD recommendation for increased 
attention to sustainable forestry 
management has been the commitment 
on the part of several states (most 
noticeable in NSW and Queensland) to 
the implementation of ISO 14001 
environmental management systems, 
with a limited use of accompanying 
physical monitoring and indicators. 
 
The general reform of the public sector 
initiated in the late 1980s has also 

affected the forestry accounts through a 
shift from cash accounting to accrual 
accounting. Several states, most 
notably NSW, experimented in concert 
with the Australian Accounting 
Research Foundation (AARF) to come 
up with better methods of accounting 
for renewable resources or living 
assets. 
 
Trees, through their ability to provide 
ecological services as a forestry 
ecology, are a unique form of living 
assets with difficult to measure 
economic values beyond the value of 
the wood. Research has been 
conducted to develop methodologies to 
address the non-wood values of forests 
(Grey,  1996).  
 
ISO 14001 Management Systems: 
The Santiago Declaration sets out the 
conditions for the management of 
sustainable forests. The primary 
concerns are that the forests are 
managed in such a way as to meet five 
main criteria;  the maintenance of 
biodiversity, the productive capacity of 
the forest ecosystems, forest ecosystem 
health, soil and water resources, and 
the forest contribution to global carbon 
cycles. Commercial use of the forests is 
subservient to these ecological criteria. 
It has been suggested by most states 
that the implementation of a forestry 
management system meeting the 
requirements of ISO 14001 
environmental management systems be 
used to do this. The International 
Standards Organization has prepared 
(but yet not released) a draft on how to 
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apply ISO 14000 series specifically to 
forestry. 
 
In the state of NSW, the 
implementation of ISO 14001 
management systems has been 
substituted for previously required 
(legislated) environmental impact 
statements. This move validates 
concerns that ISO 14001 environmental 
management systems are ‘not about 
environmental performance per se but 
about management systems’ (IISD 
1997: 41) and do not ‘grapple with the 
complexities of international 
environmental standards for 
broadening participation, assuring 
environmental performance 
improvement and going “beyond 
compliance”’ (Krut and Gleckman 
1998: 109). NSW State Forests has 
elected not to have third party 
verification or labelling of sustainable 
timber, but has committed to the 
involvement of indigenous people in 
forestry management, as recommended 
by the Forest Stewardship Council and 
supported in principle by the World-
Wide Fund for Nature. It is still 
questionable whether the use of ISO 
14000 series environmental 
management systems in Australian 
forestry will advance sustainability in 
any way. 
 
AAS 35: 
The recent release of a standard on 
accounting for renewable resources and 
living assets will affect sustainable 
forestry through confirming the 
legitimacy of ‘market values’ or the 
‘net market value from the disposal of 
the SGARA (Self-Generating and 
Regenerating Assets) in an active and 
liquid market after deducting costs’. 
The standard applies to SGARAs that 
are 'held primarily for profit...or held to 

generate produce for sale’ (AAS 35, 
August 1998).  
 
Native forests held by the states 
certainly meet these conditions; indeed 
the forestry bureaucracies are 
supported by the sale of timber. What 
is problematic is that the timber market 
is global and includes the sale of timber 
that is not managed sustainably.  
 
Implications for Sustainable 
Forestry 
While the new standard allows for the 
exclusion of SGARAs that are held for 
primary purposes that include 
‘ecology’ and ‘environment’, neither of 
these terms is defined in the standard.  
This is supported by Rawls' view is that 
some goods should be recognised as 
‘primary good’ or ‘higher order 
interest’ and that these goods ‘may not 
have a market value’ (Lehman 1995: 
398). Some interesting constructions 
could result from contemplating the 
meaning of ‘primary use’ when Gray 
(1993) and others have been fairly clear 
about the role of forests in critical 
natural capital and that Australia 
should protect native forests solely for 
their ecological functions. What is 
more likely to happen in Australia’s 
native forests is that low world 
commodity prices for timber will result 
in the decrease in value of native 
timber stands, as calculated under the 
new standard, which will drive 
increased cuts until such time as timber 
becomes scarce. 
 
References: 
ASCPA 1998. “Self-generating and 

regenerating assets. AAS 35”. ASCPA 
Members' Handbook. On disk. ASCPA, 
Melbourne. 

Gray, R. with Bebbington, J. and Walters, 
D. 1993. Accounting for the 
Environment. London: Paul Chapman. 
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Grey, F. 1996. Estimating Values for 
Australia’s Native Forests. 
Environmental Economics Research 
paper no. 4. Canberra: Department of 
Environment, Sport and Territories. 

IISD (International Institute for 
Sustainable Development). 1996. 
Global green standards: ISO 14000 
and Sustainable Development. 
Winnipeg: IISD. 

Krut, R. and Gleckman, H. 1998. ISO 
14001: A missed opportunity for 

sustainable global industrial 
development. London: Earthscan. 

Lehman, G. 1995. A legitimate concern for 
environmental accounting. Critical 
perspectives in accounting, vol. 6, pp. 
393-412.  

 
For further information Barbara can be 
contacted by email on: 
b.geno@cqu.edu.au. 
 

 

SUSTAINABLE YIELD OF STATE FORESTS 
Kathy Gibson, University of Tasmania 
 
Forestry Tasmania has recently 
(October 1998) released a paper on 
Calculating the Sustainable Yield of 
Tasmania’s State Forests. The concept 
of sustainable yield is based on three 
assumptions: that forests must be 
protected, particularly from fire, that a 
forest must be growing, and that 
demand for wood will vary with 
changing markets and technologies. 
The second concept is causing concern 
to some commentators, as the 
document specifically describes it to 
mean replacing mature and over-
mature forests, which show no net 
growth, with actively growing forests. 
This would appear to require the 
harvesting of all old-growth forests 
covered by the Tasmanian Regional 
Forest Agreement. 
 
Sustainable yield is defined as the 
maximum level of commercial timber 
… that can be maintained under a 
given management regime.  This is an 
interesting view of sustainability, and 
one that appears out of step with the 
generally accepted notion of providing 
for future generations. This is an 
important issue for the State, as 
Forestry Tasmania manages 1.5 million 

hectares of State forest, about half of 
which is available for wood 
production. 
 
The calculation of sustainable yield in 
this document is very closely linked 
with market demand, and the method 
used is as follows: 
 
• Forest areas are divided into basic 

operational units for timber 
harvesting, known as coupes, and 
the area of forest important for 
commercial wood production is 
estimated; 

• The area may be reduced as a result 
of field inspections which identify 
inaccessible areas or those 
requiring special management for 
endangered species habitat or 
protection as archaeological sites; 

• A discount factor, reviewed five-
yearly, is applied to make 
allowance for these reductions; 

• Forest inventory and growth 
estimates are made for the available 
area; 

• Volume of wood available per 
hectare is estimated, based on 

mailto:b.geno@cqu.edu.au
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historical harvest records and 
continuous or temporary plots; 

• A Continuous Forest Inventory 
System (CFI) estimates the volume 
available of different woods, such 
as eucalypt, blackwood and myrtle. 

• The end result of the process is 
strategic-level estimates of the 
recoverable volumes of sawlog and 
pulpwood per hectare for each 
forest class, within each inventory 
area, over time. 

 
The paper points out that the notion of 
sustainable yield depends on the 
identification of what is to be 
sustained. In the case of Forestry 
Tasmania, the answer appears to be 
“output”, and sustainable yield in this 
instance is calculated by maximising 
the annual volume of forest products. 
Recommendations are for minimum 
volumes to be made available annually 

from public forests, and the point is 
made that the level of supply will 
depend on management intensity. No 
maximum levels are defined. 
 
The document outlines plans for the 
establishment of eucalypt plantations to 
facilitate the sustained output, and 
assumes that about a third of the area 
planted will be on cleared land 
specifically leased or purchased. 
Nevertheless, from the information 
provided, it would appear that for 
Forestry Tasmania, ecological 
considerations play no part in the 
determination of sustainability. 
 
For further information Kathy can be 
contacted by email on: 
Kathy.Gibson@utas.edu.au  
 

 

DISCLOSURE OF ACCOUNTING POLICIES FOR 
RESTORATION OBLIGATIONS BY AUSTRALIAN 
COMPANIES IN THE EXTRACTIVE INDUSTRIES 

Martine Hardy, University of Newcastle. 
 
Background: 
Given the highly sensitive nature of the 
environmental impact of extractive 
operations, disclosures by these 
industries are increasingly in demand. 
One feature of the extractive industries 
that is receiving increasing importance is 
the extent of their restoration 
obligations. 
 
Restoration obligations are usually 
incurred under contractual or licensing 
arrangements, legislative requirements, 
or voluntarily, such as when adopting 
industry best practice (Lambert, 
1996:448). Estimating these restoration 

obligations often involves significant 
uncertainty and subjective judgement of 
future events and costs (Bennett & 
James, 1997; UIG 4, 1995 paragraph 7). 
 
AASB 1022 “Accounting for the 
Extractive Industries” requires that, 
where there is an expectation that an area 
of interest will be restored, the costs of 
such restoration work shall be provided 
for so that each phase of operations bears 
its respective share of the overall cost 
(AASB 1022:40). However, whilst it is 
necessary to recognise the existence of a 
restoration or rehabilitation liability, the 
standard does not specifically require 

mailto:Kathy.Gibson@utas.edu.au
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disclosure of the amount or details of the 
accounting policies adopted. Concern 
subsequently arose that entities within 
the extractive industries were 
interpreting the requirement for 
restoration obligations differently (Keen, 
1995; Walker, 1995b). As a result, 
divergent accounting practices had 
developed which undermined the 
usefulness and comparability of the 
financial reports (Walker, 1995a), 
further the adoption of accounting for 
restoration obligations was being 
undertaken on an ad hoc basis. 
 
Given the limited adoption of accounting 
for restoration obligations and the 
concern over the divergence of practices 
adopted, clarification of the requirements 
of AASB 1022 was identified as an issue 
requiring the attention of the UIG 

(Walker, 1995a). This led to the 
introduction of UIG Abstract 4 
“Disclosure of Accounting Policies for 
Restoration Obligations in the Extractive 
Industries” (UIG 4) effective as at 6 
October 1995. UIG 4 requires separate 
disclosure of the amount of restoration 
obligations recognised as a liability and 
the accounting policies adopted. While 
UIG 4 does not seek to mandate or limit 
measurement techniques, the abstract 
does require several explicit disclosures 
with respect to accounting policies for 
restoration obligations.  As a result, the 
introduction of UIG 4 provided the 
impetus for a recent study on the current 
accounting practices for restoration 
obligations within the extractive 
industries. 
 

 
Table 1:  Number of Companies Disclosing Information in terms of UIG 4 

Items Description Pre 
(n=100) 

Post 
(n=100) 

Provision Separate disclosure of the amount of restoration 
obligations recognised in the financial report (UIG 
4, para. 3) 

56 68 

Policy Disclosure of the accounting method adopted in 
determining the liability for restoration (UIG 4, para. 
4) 

65 81 

Recognition Disclosure of the timing of recognition of restoration 
obligations (UIG 4, para. 4a) 

59 79 

Activities Disclosure of the activities included in the amount of 
restoration obligations (UIG 4, para. 4b) 

13 58 

Cost Basis Disclosure of the cost basis used to estimate the 
restoration costs (UIG 4, para. 4c) 

11 65 

Legal Basis Disclosure of the legal basis for the estimates of 
restoration costs (UIG 4, para. 4c) 

8 56 

Technology Disclosure of the technological basis used to 
estimate the restoration costs (UIG, para. 4c) 

6 50 

Measurement Disclosure of the measurement basis used to 
determine the amount of restoration costs (UIG 4, 
para. 4d) 

13 60 

Changes Disclosure of the basis for dealing with changes in 
the estimates of restoration costs (UIG 4, para. 4e) 

24 72 

Other Identification of any significant uncertainties, 
assumptions and judgements made in determining 
the restoration obligations (UIG 4, para. 5) 

8 38 
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Results of Study: 
To evaluate the effect of UIG 4, an 
examination of annual reports for 100 
companies in the extractive industries 
taken from the Top 500 ASX listed 
companies for 1995 was undertaken. 
Based upon the disclosure requirements 
of UIG 4, data was collected from each 
company’s annual report for the 
financial reporting periods ending: 
1. Prior to the effective date of UIG 4 

and designated the pre-operative 
period (PRE) 

2. On or after the effective date of UIG 
4 and designated the post-operative 
period (POST). 

Table 1 summarises the findings. 
 
It was observed that the nature and 
extent of disclosures about the 
accounting policies for restoration costs 
and obligations by companies in the 
extractive industries varied considerably. 
Such variation may impair the 
comparability of the information and 
thereby impact on the usefulness of the 
disclosure. The nature and extent of the 
various disclosures leads to a perception 
that these are divergent accounting 
practices. For example, there were 37 
various headings given to the accounting 
policy for restoration obligations and 28 
different titles given to the provision for 
restoration obligations. Of particular 
note were the 117 variations for the 
timing of recognition of restoration 
obligations observed in the accounting 
policies. In addition, there were 61 
different activities included in the costs 
of restoration and 29 various “other” 
disclosures. 
 
In the pre-operative period, 65 
companies disclosed an accounting 
policy for restoration costs and 
obligations albeit that this was on an ad 
hoc basis.  Of these accounting policies, 
59 included the timing of recognition of 
restoration costs and obligations. Only 

56 companies provided a separate 
disclosure of the amount recognised as a 
liability in the financial statements. 
 
Following the introduction of UIG 4, 81 
companies disclosed an accounting 
policy for restoration obligations and 79 
of these accounting policies included the 
timing of the recognition of restoration 
costs and obligations. However, only 68 
companies provided a separate 
disclosure of the amount recognised as a 
liability in the financial statements. 
Apart from “Other” disclosures, the 
remaining disclosure items scored 
highly, achieving a disclosure rate of 50 
companies or higher.  In the post-
operative period, 38 companies provided 
details of significant uncertainties, 
assumptions and judgements made in 
determining the restoration obligations. 
 
There was also anecdotal evidence to 
suggest that some companies adopted the 
requirements of UIG 4 for other 
contaminated and disturbed areas. For 
example, Pasminco Limited, in their 
1996 Annual Report, reported the 
following accounting policy for 
“smelting operations”: 

Provision is made for the anticipated 
costs of future restoration and 
rehabilitation of smelting sites to the 
extent that a legal obligation exists 
and that the anticipated expenditure is 
not capital in nature. The provision 
includes costs associated with 
reclamation, monitoring, water 
purification and coverage, and 
permanent storage of historical 
residues. The provision is based on 
current costs and has been determined 
on an undiscounted basis with 
reference to the current legal 
framework and current technology. 
Any change in the provision estimate 
is dealt with on a prospective basis. 
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The analysis found that, following the 
introduction of UIG 4, comparability of 
the disclosures of accounting policies for 
restoration obligations in the extractive 
industries remained questionable due to 
the adoption of many alternate 
measurement policies and variations in 
the timing of recognition. UIG 4 was, 
however, successful in increasing the 
level of information disclosed in the 
accounting policies for restoration 
obligations. Unfortunately, this flood of 
information brought new variations to 
light, which may further hamper the 
comparability and usefulness of the 
information. 
 
Concluding Comments: 
The extractive industries are well aware 
of the need to restore disturbed areas and 
plan ahead for this contingency. Yet 
even though the restoration of mine sites 
is now considered a relatively standard 
activity with the cost implications 
reasonably identified, there are still 
major divergences of accounting 
approaches. This implies that, until there 
are specific and detailed accounting 
standards, it is likely that diverse 
accounting practices will continue.  
Given the intangible nature of the costs 
associated with other environmental 
issues, it is also likely that companies 
will be unable to cope with the 

accounting and reporting implications of 
such externalities without specific 
guidance and consensus as to what 
constitutes a standard means of 
accounting and reporting. 
 
References 
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For further information Martine can be 
contacted by email on: 
cmmmh@cc.newcastle.edu.au 
 

 

GREENFLEET – AN OFFPUTTING OFFSET? 
Roger L Burritt, The Australian National University. 
 
“On a yearly average, your car dumps 
4.3 tonnes of carbon dioxide into the 
atmosphere! With over 10,000,000 
vehicles on Australian roads, do you 
wonder why the air is getting harder to 
breathe? Is this the legacy you want to 
leave your children? So how can we bust 

the habit, and stop littering the sky?” 
(Greenfleet, 1999)1  
 
Car numbers world wide continue to 
increase, and emissions from car 
exhausts do the same. In 1994 the 

                                                           
1 http://www.greenfleet.com.au/Html/greenfleet.html 
on 3 March 1999. 
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number of motor vehicles throughout the 
world reached 629,077,1172. This figure 
included 479,532,564 passenger cars. In 
Australia there are 10,444, 978 cars and 
light commercial vehicles3. Of this  total 
8,862,337 are passenger cars. Greenfleet 
is a public initiative managed by The 
Foster Foundation Limited, a not-for-
profit Australian environmental 
education organisation, limited by 
guarantee. Greenfleet’s call for care of 
future generations of Australian children 
is recognition that the atmosphere in 
urban areas is being polluted more and 
more, that transport is a major cause of 
pollution, and that people suffer as a 
consequence of pollution. Not everyone 
has a solution at their fingertips. 
Greenfleet tries to help. Pass A$25 over 
each year and Greenfleet will plant an 
extra seven trees that act as a carbon sink 
and notionally leave the net output of 
carbon dioxide at zero for each paid up 
car. In this way, Greenfleet is promoting 
the use of a new economic instrument to 
counter pollution generated by 
automobiles – the carbon offset based on 
carbon sink development. It is not just 
targeting the cars of Australians. It aims 
to plant trees on behalf of car emissions 
in overseas countries – provided 
payment is received. 
 
What is a carbon offset? An offset is a 
situation where overproducers of carbon, 
relative to an established carrying 
capacity for carbon, can net off activities 
which underproduce (or remove) carbon 
relative to this carrying capacity. Offsets 
are part of an emissions trading scheme 
where carbon credits are traded. Carbon 
offsets are big business in the energy 
industries and are likely to get bigger. 

                                                           
2 Alliance Internationale de Tourisme Statistics 
Edition, 1997. 
3 Australian Bureau of Statistics Motor Vehicle 
Census on October 31, 1996 released in October, 
1997. 

Offset credits can already be purchased 
online. “For as little as $5.50 you can 
own up to 1 metric ton of Greenhouse 
Gases”, states the International Utility 
Efficiency Partnerships Greenhouse Gas 
Offset Facility (IOF), established in 
1997 in the USA as part of their 
government’s Joint Implementation 
programme. The IOF is a for-profit 
organization that banks greenhouse gas 
emission credits. Its purpose is to allow 
for exchange of greenhouse gas offset 
credits, promoting these as a commodity 
in the global market. 
 
What is a carbon sink? Vegetation 
biomass, including trees, plants and 
soils, are carbon “sinks” when they 
absorb carbon dioxide from the 
atmosphere, mainly during the process 
of photosynthesis. The rate at which 
carbon sequestration takes place in 
forests and plantations is influenced by 
many factors, such as, climate, 
topography, soil characteristics, species, 
and age composition. According to the 
Commonwealth Greenhouse Challenge 
Office4 (1998, p.3) about 50 percent of 
the dry weight of a forest’s biomass is 
carbon. All forests are carbon reservoirs: 
a reservoir that is increasing in size is a 
carbon sink. 
 
Emulating findings from other countries, 
particularly the USA, a recent study by 
the Commonwealth of Australia Bureau 
of Transport and Communications5 
found that the most cost-effective way of 
reducing the impact of “greenhouse gas” 
emissions from the Australian transport 
fleet is to plant trees, and sequester the 
                                                           
4 Commonwealth of Australia, 1998, ‘Expert 
guide to carbon sinks’, Greenhouse Challenge 
Update, Greenhouse Challenge Office, Canberra, 
p.3. 
5 Bureau of Transport and Communications 
Economics, 1996, Working Paper 23, Trees and 
Greenhouse: Costs of Sequestering Australian 
Transport Emissions, 12 April. 
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carbon produced. Greenfleet has merely 
adopted this strategy.  
 
The principle is simple. In the appealing 
words of Greenfleet “Seven fast growing 
trees can, over their lifetime, convert the 
carbon dioxide dumped from your car 
annually into fresh air, and store the 
carbon in the wood. If you can’t plant 
seven trees each year, let Greenfleet do it 
for you.” The Greenfleet tree planting 
program, is a simple practical way for 
you to reduce the impact of your car on 
the environment. Greenfleet will plant 
seven fast-growing trees to absorb the 
CO2 emissions produced by your car for 
$25 (tax deductible). Of course, if you 
would like to donate more, then we will 
plant more trees.” The ‘science’ web 
page of Greenfleet explains conversion 
of CO2 produced by cars into oxygen in 
the following diagram.6  It all appears 
too easy, and it is.  
 
 

This technique provides confirmation 
that the skies over urban areas will get 
progressively more polluted as traffic 
volume and emissions continue to build 
up in urban areas. Can we pass this 
legacy to our children, given that future, 
growing populations are predominantly 
expected to inhabit urban areas?  
 

                                                           
6 http://www.greenfleet.com.au/Html/science.html on 
3 March 1999. 

Technological development provides an 
obvious alternative method for change, 
however Greenfleet’s initiative does 
nothing to encourage an attitude 
favouring the development and 
dissemination of non-fossil fuel means 
of transport.  Perhaps this can be left to 
other competitive forces? Sadly, 
Greenfleet accepts that new technologies 
are unlikely to make a major impact on 
the net emissions of the international 
transport fleet in the near-term, because 
of slow replacement rates of vehicles. 
Price differentials are, and are likely to 
remain, too high for that. For example, 
the General Motors electric car sells for 
about double the price of a similar fossil 
fuel car in the USA.7 Also, non-
participants in the market, the poor, the 
needy, those without the necessary 
command over purchasing power, are 
likely to continue to use polluting, 
technologically ‘dirty’ transport.  
 

 
A major problem with offsets is that they 
generate inequities,8  but their ‘rising 
star’ status accompanies developments 
flowing from key Kyoto Protocol 
implementation issues. International 

                                                           
7 http://www.gmev.com/new/new_pricing.htm 
on 3 March 1999. Price quoted as US$33,995. 
8 See Burritt, R.L. and Lehman, G., 1995, ‘The 
Body Shop wind farm – an analysis of 
accountability and ethics’, British Accounting 
Review,  7:3, pp.167-186. 
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emissions trading, the Clean 
Development Mechanism, and Joint 
Implementation all encourage reduction 
of emissions at arms length using carbon 
offsets, credits and trading. Yet, 
something more radical is needed if the 
least advantaged urban dwellers are to be 
protected in future society.  
 
No doubt, in due course, accountants 
will devise appropriate ways to reflect 
carbon offset transactions in the 
accounts. By doing so they will be 
implicated in the inevitable build up of 
urban pollution, and the degradation of 
quality of life for some, even the 
majority, of people on planet earth. A 
simple journal entry to reflect a donation 
to Greenfleet is Debit: Transport 
Expense $25: Credit: Cash $25 (before 
tax). The amount is immaterial in most 
developed countries, but a treasure chest 

in developing countries. It will do 
nothing to encourage changes in attitude 
and behaviour in favour of the 
environment. Environmental accounting 
seeks to explore ways in which 
accounting can promote such changes in 
attitude and behaviour for the benefit of 
human society and other species. It 
encourages a challenging view. What 
other alternatives exist? Technological 
solutions seem fated. Carbon offsets 
inequitable. Is there any real alternative 
to government regulations designed to 
force people into public transport and 
restrict access by private and commercial 
transport to urban areas, with strict 
preconditions for any exceptions? 
 
For further information Roger can be 
contacted by email on: 
Roger.Burritt@anu.edu.au 
 

 

AN INTRODUCTION TO ENVIRONMENTAL 
ACCOUNTING EDUCATION 

M.R. Mathews, Massey University. 
 
Introduction: 
Over ten years ago Mathews (1986) 
made an observation that still has 
relevance today, namely: 

…that further research and scholarly 
publications will achieve little in 
terms of the development of a socially 
responsible and relevant accounting, 
unless they are accompanied by the 
production of professionals with a 
basic knowledge and acceptance of 
the issues and claims made for social 
accounting (Lewis, Humphrey and 
Owen, 1992, p.220). 

 
Since that time there have been other 
important contributions to this debate 
such as that of Gray et al. (1994) who 

argued that current accounting education 
lacks an appropriate philosophical 
underpinning which may be supplied by 
additional subject matter in the area of 
environmental accounting. 
 
The purpose of this short paper is to 
outline the historical context of 
environmental accounting education, and 
to consider some of the philosophical 
bases underlying our approaches to this 
subject. It is organised as follows. The 
next section presents a brief survey of 
environmental accounting education; this 
is followed by a discussion of the 
philosophical bases, which may underlie 
educational programmes dealing with 
environmental issues. 
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A Brief Survey of Environmental 
Accounting Education: 
As noted by Mathews (1997) the 
division between social and 
environmental accounting did not really 
take place until the late 1980s and the 
most convenient point of separation was 
probably the publication of Pearce et al. 
(1989) and the seminal response by Gray 
(1990).  Prior to this period the term 
social accounting tended to encompass 
the environmental, whether the 
examination was from the empirical, 
philosophical, normative or educational 
perspective. Early educational 
programmes were rare, hence it must be 
of interest to readers in Australia that 
Blundell and Booth (1988) was probably 
one of the earliest courses offered. 
Gibson (1997) has provided information 
about a number of social and 
environmental accounting courses. 
Unfortunately, many have been difficult 
to teach because the traditional courses, 
which preceded them, have not provided 
any foundation for students to question 
corporate disclosure practices and the 
bases underlying accounting. 
Furthermore, until recently there were 
few course outlines which included 
specific consideration of underlying 
ethical issues; these tended to be 
regarded as a given by those attempting 
to teach about social and environmental 
accounting issues. The next section of 
the paper addresses these matters 
directly. 
 
Philosophical Bases Underlying 
Environmental Issues in Accounting 
Education: 
The concept of professionalism within 
the accounting discipline is usually 
briefly referred to within the 
undergraduate accounting programme, 
unfortunately without a critical analysis 
of the results of such a limited 
worldview.  The accounting profession 

can be said to maintain order and 
contribute to stability in society 
(Reynolds and Yuthas, 1992), and 
society acknowledges the important role 
of accounting in maintaining the public 
good.  This implies a social contract 
between the profession and society, and 
the obligation of the individual 
practitioner to serve the public good.   
 
Professions must be concerned about 
maintaining organisational legitimacy 
(Dowling and Pfeffer, 1975; DiMaggio 
and Powell, 1983; Meyer, 1986) and the 
implied social contract, which subsists 
between professions and the society 
which supports them (Shocker and Sethi, 
1974; Donaldson, 1982). The social 
contract has been well expressed as 
follows: 
 

Any social institution …operates in 
society via a social contract, 
expressed or implied, whereby its 
survival and growth are based on:  
(i) the delivery of some socially 

desirable ends to society in 
general and,  

(ii) the distribution of economic, 
social or political benefits to 
groups from which it derives its 
power (Shocker and Sethi, 1974, 
p.67). 

 
The concept of organisational 
legitimacy, which is also a dynamic 
concept, has been described as follows: 

Organizations seek to establish 
congruence between the social values 
associated with or implied by their 
activities and the norms of acceptable 
behavior in the larger social system of 
which they are a part.  Insofar as 
these two value systems are 
congruent we can speak of 
organizational legitimacy. When an 
actual or potential disparity exists 
between the two value systems, there 
will exist a threat to organizational 
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legitimacy (Dowling and Pfeffer, 
1975, p.122). 

 
Thus to maintain professional status the 
accountant must be responsive to 
emerging social values and be seen to 
provide information that meets current 
needs. It is possible that a professional 
body could lose its legitimacy if the 
public expected a change in performance 
that was not forthcoming. In the present 
dynamic social environment, 
continuance of previous practices may 
not be sufficient to maintain legitimacy, 
even if the performance related to that 
practice is maintained or even improved. 
Legitimacy is a moving target.  If society 
recognises a need for either different or 
additional information, then accountants 
as professionals are expected to provide 
the needed information. 
 
Some professional accounting bodies are 
now beginning to recognise the need for 
action, but the majority of existing 
members do not, hence the admonition 
(Mathews, 1986; Lewis, Humphrey and 
Owen, 1992) to look to the new entrants 
and future accountants for different 
perspectives. 
 
It is now widely recognised that neither 
accounting nor science nor teaching are 
value free activities (Tinker, 1985; 
Feyerabend, 1975). The very act of 
reporting means that attention is directed 
at a particular subject, and future 
decisions will therefore be influenced 
(Morgan, 1988). As accountants draw 
the attention of other decision makers to 
environmental matters, it is imperative 
that accountants themselves are ethically 
self-aware. The accountant as an ethical 
actor must first be grounded in an ethic; 
and may then use that ethical 
understanding to locate themselves 
within environmental theory. Thus it is 
argued that environmental accounting 
courses should contain an introduction to 

traditional classifications of ethical 
theory such as deontology, teleology and 
virtue to provide guidance to the 
accountant seeking to form an ethical 
framework for the social responsibility 
that has been accepted.   
 
Traditional ways of thinking and 
knowing have led accountants to hold a 
realist philosophy with a largely 
utilitarian ethical view (Dirsmith, 
Covaleski and McAllister, 1980). One 
way to challenge this perspective is by 
exposing students (and practitioners) to 
the work of Rawls (1971).  Accounting 
has been accused of supporting 
particular groups and interests in society 
(Hines, 1988; Tinker, 1985) and ignoring 
the positions of others, which have been 
affected by the use of accounting 
information. Accounting has been used 
as a tool of power by strong parties to 
influence outcomes (Cooper and Sherer, 
1984). Rawls' theory of justice forces 
consideration of the least advantaged 
members of society, which is congruent 
with the position that the accountant 
owes the highest ethical responsibility to 
the constituent with the least access to 
information (Harris and Reynolds, 
1993). 
 
There are three basic approaches to 
thinking about the environment from an 
ethical perspective; the egocentric, 
homocentric and ecocentric models 
(Miller, 1991). The egocentric model 
places the focus on mankind.  The 
egocentric approach privileges people 
over all other beings on Earth, with the 
goal of maximising individual self-
interest. People dominate the planet and 
may use all resources for their own 
benefit in any way they wish.  Essential 
to this perspective is the belief that 
science and technology will provide 
solutions to all the problems caused by 
the misuse of the environment. 
Traditional economic theory is most 



 15

closely aligned with the egocentric 
perspective.  Accounting, which grew 
out of neo-classical economic theory, 
has a short-term perspective and 
considers only the self-interest of those 
individuals who are the financial 
constituents of the entity of interest. The 
effects of the entity’s actions on those 
individuals who are not financial 
constituents of the entity are not 
incorporated into the realm of 
accounting responsibility.  At this time 
financial accounting is seen as the 
process of reporting only financial 
information, to a limited group of 
stockholders, for their restricted decision 
making interests. Even though society’s 
needs are changing and constituents are 
more broadly defined, accountants with 
an egocentric philosophy will be 
reluctant to expand their reporting to 
embrace environmental accounting. 
 
The homocentric approach recognises 
that humans are part of an interactive 
culture, and that the individual humans 
must be guided by broader social needs.  
Thus, in this approach ethical action 
must consider the needs of other 
humans, now and also for future 
generations, and the consequences of our 
actions for those individuals. Individuals 
need to have a sense of responsibility, 
both to themselves and to all others. 
Utilitarianism, which seeks the greatest 
good of the greatest number, is 
consistent with the homocentric theory. 
Attempts to incorporate information 
about corporate social responsibility into 
accounting reports exemplify attempts to 
expand the relevant constituents to 
include society as a whole. Attempts to 
internalise externalities, and thereby 
include them in the cost structure and 
consequently to reduce further 
externalities, are also part of a more 
homocentric environmental theory. 
 

The ecocentric approach expands the 
realm of environmental responsibility 
beyond human life to other forms of life, 
and to the ecosystem in general.  
Humans are seen as individuals situated 
within an ecosystem. Thus the 
environment cannot be logically 
exploited simply for human gain, 
regardless of whether the gain benefits 
all humans, those currently living, or 
even a small subset. It is necessary for 
individual accountants and the 
accounting profession in general, to 
reconsider their approach to the 
environment.  Unless a move is made 
from an egocentric to at least a 
homocentric approach, accounting will 
continue to be part of an exploitative 
system, which is unsustainable. Critical 
natural capital must be protected for 
future generations (Gray, Owen and 
Adams, 1996, p.74).  Information in its 
broadest dimensions serves society best 
if it pictures fairly all the interactions of 
the reporting entity with the economy, 
society and nature. Environmental 
Accounting (and courses on the subject) 
can only come through a change in 
philosophical approach to the 
environment. 
 
Concluding Comments: 
This brief paper has attempted to 
introduce the subject of environmental 
accounting education by reviewing the 
historical context of this activity and by 
introducing some of the philosophical 
issues, which should be addressed with 
accounting students embarking on the 
study of this subject. 
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APCEA BRANCH REPORTS 
 
University of Tasmania  
In addition to our broad national and 
international research interests, the 
Strategic Research Centre for 
Environmental Accountability (SRCEA) 
at the University of Tasmania continues 
to specifically monitor and respond to 
developments in Tasmania. One recent 
development in the State is: 
 
State of the Environment Reporting 
The Tasmanian Resource Planning and 
Development Commission has recently 
issued a Discussion paper on Directions 
for State of the Environment Reporting 
in Tasmania.  Under the State Policies 
and Projects Act 1993 and the Resource 
Planning and Development Commission 
Act 1997, the Commission is required to 
produce a State of the Environment 
Report every five years.  The first was 
issued in 1997, and the purpose of this 
Discussion Paper is to encourage input 
from all sectors of the community for the 
2002 Report.  The 1997 edition was in 
two volumes, with economic issues 
discussed specifically in Volume 2, but it 
is proposed that in future the economic 
aspects of environmental performance 
will be included within the various 
environmental themes.  This appears to 
be a very positive step towards treating 
the economy as part of our environment 

rather than the perceived focus of some 
businesses in treating the environment as 
an economic issue. 
 
Another very positive step is a strong 
recommended emphasis on education to 
improve environmental awareness across 
academic disciplines, and a proposal to 
combine environmental monitoring 
information gathered by educational 
institutions throughout the State. 
 
It is pleasing that the discussion process 
has been formally initiated well in 
advance of publication, to provide an 
opportunity for all interested people to 
develop responses and make a positive 
contribution. SRCEA will be an active 
participant, and would welcome 
suggestions from other APCEA 
members and News Journal readers. 
 
Annual Report: 
SRCEA’s Annual Report for 1998 has 
now been published, and copies can be 
obtained either direct from our website 
at 
http://www.comlaw.utas.edu.au/SRCEA 
or by sending an e-mail with your postal 
address to SRCEA@utas.edu.au. 
 
Kathy Gibson 
 

 

WATCHING THE WEB 
 
The Canadian Institute of Chartered 
Accountants (CICA) 
Web address: 
http://www.cica.ca/new/pa/environ/envir
es.htm 
A site produced by a professional 
accounting body for accountants so as to 

provide a starting point for those seeking 
to develop an understanding of 
environmental management and 
accounting issues.  The site does not 
provide significant detail on the relevant 
issues, but acts as resources site with a 
list of links on various topics such as: 

mailto:SRCEA@utas.edu.au
http://www.cica.ca/new/pa/environ/envires.htm
http://www.cica.ca/new/pa/environ/envires.htm
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ISO 14000, environmental accounting 
and auditing, corporate environmental 
reporting, environment and business, 
legal information, etc.   
 
Environment Australia Online 
Web address: 
http://kaos.erin.gov.au:80/erin.html 
An interesting resource site for those 
interested in the interaction of Australian 
governments and the environment 
(primarily focusing on the 
Commonwealth government).  The site 
provides links to relevant legislation for 
the states and commonwealth (you still 

need to undertake your own search when 
you reach these sites), details on the role 
of the Commonwealth government in 
environmental issues, as well as a list of 
environment-related publications by 
government departments and agencies.  
For example, the site provides brief fact 
sheets and further contact details on 
issues such as: emissions trading and 
carbon credits; national carbon 
accounting for land base sources and 
sinks; and national greenhouse gas 
inventory. 

 

News and Issues 
 
Benchmark of Australian 
Environmental Reports  
(March 1999) 
 
Snowy Mountains Engineering 
Corporation has released a report 
benchmarking the public environmental 
reporting performance of Australian 
companies. ‘Public Environmental 
Reporting: Where Does Australia 
Stand?’ is a review of the standard of 
public environmental reporting in 
Australia using a set of international 
United Nations Environment Program 
(UNEP) ingredients. 
 
Corporate environmental reporting to 
stakeholders is on the rise in Australia. It 
has gained particular significance as a 
result of the amendment to the 
Corporations Law on 1 July 1998 
seeking some level of mandatory 
disclosure of environmental performance 
in company Annual Financial Reports. 
 
The authors use the UNEP 50 Reporting 
Ingredients to assess the level of 
reporting by 30 Australian organisations 
from a range of industry sectors. Level 

of reporting is compared across various 
Australian industry sectors and 
benchmarked against standards 
established by the UNEP Engaging 
Stakeholders Programme for 50 global 
companies. As the first published 
benchmarking study on public 
environmental reporting in Australia it is 
expected to generate extensive interest 
and discussion on this topical issue. 
 
While the report is based on data 
collected during the second quarter of 
1998, the results are quite relevant. The 
30 organisations were consulted once the 
reports were reviewed and scored by a 
panel consisting of personnel from 
SMEC, The Body Shop and Deakin 
University.  
 
Principal author Terence Jeyaretnam, 
Manager - Environment at SMEC 
Victoria said that the findings show that 
while Australian industry is lagging 
behind world standards in public 
environmental reporting the general 
performance is relatively good given our 
late start on reporting publicly. However, 
the report does conclude that only a 

http://kaos.erin.gov.au/erin.html
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relatively small proportion of Australian 
companies report publicly and that there 
is significant room for improvement. 
“The leading organisations in public 
environmental reporting were WMC, 
Rio Tinto, Sydney Water and BHP.  The 
Utility and Mining sectors performed 
better than other Australian industry” 
said co-author John Tunney, 
Environment Coordinator at the Body 
Shop.  
 
Another minor survey by SMEC carried 
out as part of the study found that of the 
fifty top profit-earning companies in 
Australia only five produced stand-alone 
public environmental reports.  Mr. 
Jeyaretnam said that nearly half of the 

forty companies that responded to the 
survey had some public environmental 
reporting mechanism in place, but only a 
fifth have produced reports that 
effectively disclose environmental 
performance data.  
 
The report is now available from SMEC 
Victoria and the findings will be 
presented in an upcoming national 
seminar series on environmental 
reporting in April. 
 
Further information can be obtained by 
contacting Terence Jeyaretnam on: 
terencej@smec.com.au 
Ph  +61 3 9889 7944 

 

ENVIRONMENT EXTRA! 
 
A New Publication on Mining and the 
Environment 
The Australian Minerals & Energy 
Environment Foundation with the 
assistance of the Australian Mineral 
Foundation and the support of the 
Bureau of Resource Sciences have just 
published “Mining and the 
Environment”.  This 3 volume set 
provides a detailed bibliography of 
Australian documentation on all aspects 
of environmental management in the 
minerals and energy industries (Vol. 1, 
1981-1990; Vol. 2, 1991-1993; Vol. 3, 
1994-1998).  There are over 5000 
references, and covers issues such as: 
Environmental Protection; Revegetation; 
Mine Rehabilitation; Ecology; Pollution; 
and Waste Disposal. 
Further details can be found at: 
http://www.ameef.com.au/publicat/refbo
ok/bibliopy.htm  

AMEEF Environmental Awards 
Late last year the Australian Minerals & 
Energy Environment Foundation 
(AMEEF) announced their 1998 
environmental awards.  Some of the 
awards include: 
AMEEF Excellence Award Organisation 
– for an outstanding environmental 
ach5011515.6000ion :6000ion :6000ion :( )ounde 

mailto:terencej@smec.com.au
http://www.ameef.com.au/publicat/refbook/bibliopy.htm
http://www.ameef.com.au/publicat/refbook/bibliopy.htm
http://www.bhp.com.au/minerals/cannington
http://www.wmc.com.au/envrep97/index.htm
http://www.wmc.com.au/environ.htm
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