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EDITORIAL 

 
 

Welcome to the second edition of the 
APCEA News Journal for 1999. 

This issue includes a number of 
important contributions from both 
academia and industry.  First Kate 
Vinot discusses corporate 
environmental reporting, and the 
benefits that a company can accrue 
from the preparation and issue of such 
a report.   

Following the two articles on 
sustainable forestry in the previous 
edition, Barbara Geno provides a 
follow up article on the need to revise 
the accounting standards on forestry.  
Such discussion is timely given the 
decision to delay the operating date of 
AASB 1037 for another 12 months to 
allow for further discussion. 

Michael Carolin from Australian 
Business has provide a brief discussion 
of the Protection of the Environment 
Operations Act 1997 which becomes 
effective 1 July, 1999.  The article 
discusses not only the requirements, 
but also the pressures it places upon 
business.   

Finally Kathy Gibson has provided a 
discussion on national emissions 
trading.   

Subscriptions 
Thanks to the subscribers who have 
paid up for this year.  The $AUD20 
yearly subscription is levied to cover 
the costs of producing and distributing 
the journal.  It is not too late if you still 
wish to subscribe! 

Post Graduate Students 
It has been 2 years since APCEA last 
catalogued higher degree students 
researching environmental accounting 
and related areas.  Once again APCEA 
are seeking to compile a list of post 
graduate students, so if this is you, 
please email your name, institution and 
the title of your project to Roger Burritt 
at: Roger.Burritt@anu.edu.au. 

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

Geoff Frost 
Editor, APCEA News Journal 
Department of Accounting & Finance 
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) – 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:Roger.Burritt@anu.edu.au
mailto:cmgrf@cc.newcastle.edu.au
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CORPORATE ENVIRONMENTAL REPORTING: 
LOOKING BEYOND THE GLOSS 

Kate Vinot 
Client Services Manager, Dames & Moore. 
 

Introduction 
It started a few years ago with a trickle, 
and now there are hundreds of corporate 
environment reports appearing from 
many types of companies located in the 
farthest corners of the globe.  And what 
a variety, from the forty page document 
full of green trees and rippling streams 
that has been put together by the public 
relations department, to an equally long 
publication presenting company value 
statements, incredibly aggregated data, 
and a careful balance between self 
congratulation and self flagellation. 

While in the past there has been little 
guidance for companies on how to report 
on their environmental performance, 
over the last 12 months there have been 
many developments that influence what 
companies must, should or could put into 
their corporate report.  These include:  

��changes to the Corporations Law 
requiring companies to report on their 
compliance with environmental laws;  

��some States producing guidelines for 
environment reporting;  

��the National Pollutant Inventory, 
under which many companies face 
compulsory public reporting of their 
use and emissions of specified 
pollutants;  

��enhanced industry codes requiring 
members to report their performance 
publicly on specific issues, including 
compliance with the codes;  

��the call from many scientific, 
regulatory, financial and activist 

groups for external verification of the 
reported information; and  

��a more widespread understanding that 
companies are expected to report on a 
number of ‘bottom lines’, including 
financial, environmental and social 
(generally interpreted as community 
relations) performance, as they 
progress towards ‘sustainability’.  No 
doubt, company performance in 
equity and ethics will soon be on the 
agenda.  

All of these developments encourage 
companies to focus more than ever on 
the content of the report.  By focusing on 
the report itself, however, many are 
missing the opportunities that corporate 
reporting can bring.  The most 
significant is the huge additional benefit 
that can be gained by designing the 
reporting process to communicate with 
key stakeholders and actually drive 
performance improvement. 

Indeed, companies often overlook the 
fact that the preparation of a corporate 
report can be an excellent way of driving 
cultural change and developing a 
commitment to improved performance 
throughout the company but only if the 
reporting process is deliberately 
designed to achieve this. 

In many, if not most, cases companies 
preparing their first corporate report 
have used a ‘top down’ approach.  The 
content and data collection process has 
been driven by corporate headquarters, 
with the site personnel’s only 
involvement being to fill out a 
comprehensive questionnaire listing 
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infringements, awards and the amount of 
waste generated. 

By cleverly designing the corporate 
reporting process, a company can 
demonstrate to all of its employees, as 
well as key external stakeholders, that it 
is truly serious about its environmental 
performance.  
 

The Employees or Internal 
Stakeholders 
A number of companies have identified 
their employees as a key target audience 
for their reports but have found that their 
employees have little ownership of the 
reports.  In fact, most do not even read 
them.  And, worse still, employees have 
been known to tell others that they do 
not believe the report, that it is corporate 
hogwash and they do not know what 
commitments have been made, nor do 
they intend to comply with them.  
Clearly, unless employee involvement is 
sought as part of the process, much of 
the effort can be wasted.  

There are many ways in which a 
company can engage its internal 
stakeholders in the reporting process.  
For example, the information-gathering 
process can be consultative, as can target 
setting.  The report preparation process 
can be integrated with programs to raise 
employee awareness of the 
environmental (and other non-financial) 
issues which affect a company’s licence 
to operate, and its sustainability.  It can 
also be linked to a comprehensive 
internal review process that raises 
company performance, implements 
cultural change and encourages 
responsible development.  Performance 
reviews by external parties can be used 
to drive home the message to employees 
that the company means business in 
improving its performance. 
 

The External Stakeholders 
The reporting process can be used by 
companies as a way of reaching the key 
external stakeholders who are not going 
to read the report.  These are becoming 
more and more numerous as the number 
of corporate reports increases. 

Regulators, for example, are often 
targeted by companies as a potential 
report reader, but most are so overloaded 
by the number of reports they receive 
they have stopped reading them.  
Opponents of company activities either 
will not read the report on principle, or if 
they do, they will not alter their opinion 
of the company or the issue.  Briefly, a 
corporate report is not a very good tool 
for outrage mitigation. 

For both types of stakeholders, direct 
contact is probably the best option, and 
report preparation is an excellent 
opportunity to engage them in 
meaningful dialogue about their 
expectations and concerns.  Here too, 
external verification is an important part 
of the reporting process, as a range of 
interested or affected stakeholders are 
consulted and given the opportunity to 
influence the way that an organisation 
develops. 

Two other key stakeholder groups that 
are frustrated at the current reporting 
efforts are the financial sector and 
activist groups.  These two groups have 
asked for externally verified ‘data’ that 
can be used to compare the performance 
of different companies.  In return, they 
have received aggregated environmental 
input and output data, for which there is 
only a poor correlation between the data 
sets and company environmental 
performance.  Fortunately, progress is 
being made in developing more 
sophisticated key performance indicators 
that are comparable between sites, years 
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and companies, which will satisfy the 
needs of these stakeholders.  

The greatest benefit to a company from 
preparing a corporate report is gained 
when the reporting process is used to its 
full capacity.  That is, when it is used to 
engage internal and external 
stakeholders and drive programs such as 
cultural change, performance 
improvement and awareness of a range 
of key issues.  By harnessing the process 
of preparing a report, the company can 
not only open communication lines with 
key stakeholders in a meaningful and 

sustainable way, it can also drive itself 
towards greater technical and 
community responsibility. 
 

For further information, contact Kate 
Vinot at melcdv@dames.com. 

This article first appeared in the 
December 1998 edition of Groundwork, 
the quarterly journal of the Australian 
Minerals & Energy Environment 
Foundation (see www.ameef.com.au or 
contact 9th Floor, 128 Exhibition Street, 
Melbourne Victoria 3000). 

 

Why AASB 1037 and AAS 35 need to be Revised:  
An Update on Sustainable Forestry Accounting 

Barbara J. Geno 
Central Queensland University 
 

Introduction 
In the previous issue of this newsletter, 
the author suggested that net market 
values as called for under AASB 1037 
and AAS 35 of the Australian 
accounting standards would be open to 
criticism.  The ‘market’ for forest 
products is far from an open and 
competitive system.  As much as 70% of 
native forests and a substantial 
proportion of the plantation forests in 
Australia are held by the states.  Log 
prices are affected by log allocation 
commitments (Rose & Bhati, 1992) and 
by inadequacies in commercial 
accounting systems, lack of marginal 
cost pricing, low royalties and 
exemptions from local government rates, 
sales tax and other charges (Grey, 1996, 
p.43).  A long-term consequence of this 
system has been the ‘persistent 
underpricing of logs’ (Rose & Bhati, 
1992).  

There are other forces at work in the 
market for both wood and non-wood 
products of forests which radically affect 
the valuation of timber products.  The 
forest products industry, primarily 
composed of firms selling ‘wood, pulp, 
paper and packaging products’ accounts 
for about ‘3% of the global Gross 
Domestic Product’ (Anon, 1998, p.28).  
The demand for forest products has 
never been greater.  Forests and timber 
plantations are also in demand for use as 
carbon sinks as part of carbon credit 
trades and for generating biomass for 
energy production (Asumadu, 1998).  In 
short, the non-wood values of forests and 
plantation have the capacity to outstrip 
the timber values.  
 

Conventional Approaches to Timber 
Valuations  
During the past century in Australia, 
timber valuation has been a rather 
informal science with state forestry 

mailto:melcdv@dames.com
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agencies only required to report their 
earnings on a cash basis.  Royalty fees 
paid to governments for the right to cut 
timber have been traditionally kept low 
due to local politics and a perceived need 
for job creation in rural communities.  
Few attempts were made to inventory 
and value timber before the 1980s when 
pressures to change to accrual 
accounting systems resulted from the 
public sector reform movement. 

While the public reform movement to 
change from cash to accrual accounting 
systems has enabled the states to 
consider better accounting methods to 
value forestry assets; the focus of the 
improvements in accounting for the 
timber industry led to the search for 
forestry valuations which would enhance 
the ‘bottom line’ or show that the 
forestry operations are either profitable 
or efficient in their operations through 
invoking cost-effectiveness and 
efficiency as part of the drive toward 
‘managerialism’ and ‘economic 
rationalism’ (Geno, 1999).  
By recognising incremental annual forest 
growth as ‘revenue’, albeit unrealised, 
the forestry agencies are able to enhance 
their profitability on paper.  In the course 
of changing to such methods of 
valuation of forest inventory, some 
rather large adjustments resulted, due to 
overestimation of the actual growth in 
the forests or losses of growing trees to 
disease and/or fire.  Considerable agency 
resources are devoted to the 
development of computer models of 
annual forest growth to accommodate 
the need to value forest inventory; 
lending de facto support to the 
‘sustainable yield’ methodology which 
relies on measurement of the annual 
growth to estimate harvest potential and 
‘sustainable cut’.  

‘Sustained yield’ should not be confused 
with ‘sustainable forestry’, as the former 

is based on incremental growth models 
while the latter is concerned with the 
management of both wood and non-
wood forest values in the context of 
ecologically sustainable development 
(ESD).  Another weakness of the 
conventional approaches to timber 
inventory valuation is that the estimates 
are only as good as the inventory 
measures and growth model employed.  
The realised risks to forests and 
plantations from disease and fire have 
led to large fluctuations in agency 
accounts from one year to the next and 
tend to mask poor management. 
 

Valuations Proposed under the 
Accounting Standards 
The draft standard for regenerating 
assets concluded that methods which 
included net present value and market 
values could be used to value these non-
current assets (Roberts, et al., 1995).  
Replacement costs were also considered 
as a possibility.  The release of AAS 35 
and AASB 1037 reduced the options to 
the use of net market values, while 
recognising in the prose of the standards 
that ‘active and liquid markets’ for 
immature forests or plantations were not 
available.  However, both biomass 
energy production and carbon credit 
trading create markets for immature 
systems and their products.  There are 
also indications that pressure is building 
to reintroduce the use of net present 
value as it is a technique in common use 
for forest valuations (Reed & Mroz, 
1997).  

Another interesting aspect of the carbon 
credit system is that the projected 
‘lifetime’ of the timber in its end use 
affects the amount allocated as a carbon 
credit.  That is, the amount of time that 
elapses before the carbon in the trees is 
returned to the atmosphere affects its 
value.  For example, if the timber is to be 
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burnt as firewood, then the carbon sink 
effect disappears immediately.  If the 
timber is to be used in a structure that 
will last 100 years, then its carbon credit 
value is greatly enhanced.  Timber is not 
simply ‘living’ and ‘non-living’. 
 

Valuations Needed for Sustainable 
Forestry 
Under ESD, the management objectives 
for forests include protecting threatened 
and endangered species, and maintaining 
biodiversity with an aim of maintaining 
long-term soil productivity and nutrient 
cycling.  It is only after addressing these 
management goals and objectives that 
‘acceptable financial return’ and the 
‘production of commercially valuable 
commodities’ are considered (Reed & 
Mroz, 1997, p. 303).  In sustainable 
forestry, it is possible that ‘cost 
effectiveness’ as a variant of cost-benefit 
analysis is the most desired approach to 
valuation.  It is increasingly evident that 
the methods used for valuation in both 
native forests and plantations in 
Australia are in need of a rethink.  As 
Ferguson (1997, p. 113) pointed out: 

…even if conservation and other 
unpriced goods and services are 
valued together with timber in joint 
production, the forest rotation 
problem is still likely to emerge 
because for any real rate of interest 
about or above 4 per cent, the 
contributions to present value of 
future streams of net revenues beyond 
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For further information Barbara can be 
contacted by email on:  
b.geno@cqu.edu.au. 

 

NEW ENVIRONMENTAL REGULATION AND THE 
CHANGING ENVIRONMENTAL PRESSURES ON 

BUSINESS 
Michael Carolin 
Environment Advisor for Australian Business 
 

The Way We Are Regulated 
The old way 
Things have come a long way since the 
days of command and control 
regulation.  This type of regulatory 
measure was popular in the early days 
of the pollution control agencies when 
there were several large point sources 
making a major contribution to the total 
emissions.  Policing these sites using 
the regulatory stick was also easy 
because there were few of them and 
prosecution was based on breaches of 
the concentration limit. 

Regulation in these instances was based 
on the use of “Best Available 
Technology” and not any specific 

environmental criteria.  The philosophy 
was the lower the concentration of the 
emission the better and there was not a 
great deal of attention being paid to the 
total load actually being released.  At 
the time this was the most appropriate 
approach, however it has seen a net 
increase in some pollutant loads to the 
environment caused by diffuse source 
emissions. 

The command and control approach has 
its limitations, someone has to police 
the regulations and someone has to pay 
for it.  Strict regulations encourage a 
mentality of performing no better than 
the regulation states.  This ignores 
changes and improvements in 
technology that provide better 
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environmental outcomes.  A lack of 
incentive means new technologies will 
not be implemented.  Such systems 
make it a financial penalty to do better 
than the regulation. 

Emissions from industrial sources have 
been regulated for some time and the 
reductions achieved are thought to be 
substantial.  The NSW State of the 
Environment Report 1997 found 
industry contributes 13% to Sydney 
smog problems, with the major 
contribution from mobile sources (cars).  
Water pollution is also minimal with 
road and urban run-off the main 
contributors.  Needless to say 
improvements can and will continue. 
 

The new way 
With the large sites primarily under 
control, a new way must be found to 
regulate the smaller more difficult sites.  
Smaller sites by their nature are more 
difficult to regulate. With a larger 
number spread over a larger area the 
cost of policing becomes a major 
burden to both industry and the 
government.  So what is needed now is 
a regulatory system that would 
effectively bring in the smaller emitters 
as well. 

The NSW EPA have gone down this 
path and produced the Load Based 
Licensing (LBL) Scheme which 
changes the emphasis from 
concentration limits to load limits.  The 
LBL Scheme will, however, only apply 
to businesses licensed under Schedule 1 
of the Protection of the Environment 
Operations Act 1997.  All other 
businesses are regulated by local 
councils. 

The purpose behind LBL is to provide 
financial incentives to industries to 
reduce the load they emit to the 
environment.  It effectively links the 

load of pollutant emitted to the fee 
payable.  This makes it financially 
attractive to reduce emissions. 

From the regulators’ view the main 
advantage of the shift to LBLs is in 
providing a framework for managing 
cumulative impacts.  It will be much 
simpler to compare licensees’ 
performances and impacts based on 
load information.  The EPA also intends 
to use LBL as an administrative 
platform to implement emissions 
trading schemes.  Trading schemes are 
intended to provide greater assurance of 
overall environmental outcomes, and to 
reduce overall environmental 
compliance costs. 

The impact of this on industry is that 
there will be a net increase in the license 
fees payable to the EPA.  This is 
expected to rise from the current $30M 
to about $53M by the time the scheme 
is fully implemented.  This increase 
assumes that there will be no emissions 
load reduction by industry. 
 

Protection of the Environment 
Operations Act 
The move away from command and 
control to polluter pays has coincided 
with a rewrite of environmental 
legislation in NSW.  The Protection of 
the Environment Operations Act 1997 is 
a significant improvement on the 
current regulatory system relating to 
environment protection and tries to 
clear up some longstanding issues.  
What this act effectively does is 
consolidate the key pollution statutes 
under a single Act.  It replaces: 

��the Clean Air Act 1961 

��the Clean Waters Act 1970 

��the Environmental Offences and 
Penalties Act 1989 

��the Noise Control Act 1975  
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��the Pollution Control Act 1970, and; 

��incorporates the major regulatory 
provisions of the Waste 
Minimisation and Management Act 
1995. 

Following is a brief outline of the key 
provisions. 
 

Protection of the Environment Policies 
(PEPs) 
PEPs are not new to Australia, they can 
also be known as State Environment 
Protection Policies.  In NSW the PEP 
must include an environment protection 
goal, standard, guideline or protocol, 
hence contravening a PEP does not 
create an offence.  The non-mandatory 
nature of the PEP reflects that the policy 
might not be relevant across the state 
but must be considered during planning 
by the regulatory authority.  Because a 
PEP will provide guidance to regulatory 
authorities, stakeholders will have some 
indication as to the issues relevant to 
proposed activities or developments. 
 

Licensing 
The Act aims to integrate licensing with 
planning approvals.  Therefore the 
licenses will no longer cover just water 
but pollution in all mediums. 

Third party appeals are restricted to the 
development consent stage only.  There 
are no rights of appeal against the 
issuing of EPA licenses.  However, if a 
licensee applies for a variation in the 
license, the EPA may invite 
submissions if: 

��There is a significant increase in the 
environmental impact or 

��The variation has not been subject to 
any environmental assessment under 
the Environmental Planning and 
Assessment Act 1979. 

Considering that there is no public 
participation at the three year license 
review, these conditions are a check in 
the system to stop a licensee 
significantly increasing the output of an 
operation without third party comment.  
 

Audits 
In response to concerns raised by 
industry, the protection offered to 
voluntary audits was clarified to cover 
“environmental protection legislation”.  
However, if the audits are used in 
defence of any proceedings, the 
document looses its protection. 

Mandatory audits may be required if a 
licensee is suspected of: 

��contravening the Act, regulations or 
conditions of the license, 

��contraventions causing or likely to 
cause harm to the environment. 

The penalties for withholding 
information and supplying false 
information are strong for both the 
licensee and the auditor with $250,000 
for a corporation and $125,000 for an 
individual.  Similar penalties will also 
be incurred for a failure to retain 
information associated with the audit 
for five years. 
 

Penalties 
The penalties for Tier 1, 2, 3 are much 
the same as in the Environment 
Offences and Penalties Act 1989.  The 
maximum penalty for Tier 1 is still 
$1,000,000 for a corporation and 
$250,000 or 7 years imprisonment for 
an individual.  However, Tier 2 has 
gone up to $250,000 for corporations 
and $120,000 for individuals. 
 

Duty to notify 
This Act moves the duty to notify 
pollution events that cause material 
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harm to the environment from the 
license conditions to the Act.  “Material 
harm to the environment” has been 
defined as; 

��involving harm to the health or 
safety of humans or the ecosystem, 

��resulting in loss or damage 
exceeding $10,000. 

But do not wait for a quote, the penalty 
for failure to notify “as soon as 
practicable” is $250,000 for 
corporations or $120,000 for 
individuals. 

The obligation to notify is broad 
ranging and covers not only the license 
holder but also the person carrying out 
the activity.  This obligation extends to 
the occupier of the premises on which 
the incident occurs. 
 

Changing Environmental Pressures 
Regulation 
While industry has improved its 
performance there is still in the general 
community a belief that regulatory 
control on industries is too lax (56%).  
While this has dropped from 74% in 
1994, this is still significant (EPA 
publication “Who Cares About the 
Environment’, 1997). 

Now that the focus has been largely 
taken off the large sectors we can 
expect more attention on the smaller 
end of town.  This is evident in recent 
years with several councils 
implementing compulsory 
environmental audits in their areas.  The 
powers that the councils have are not 
new, they have had them all along.  
However, with increased pressure on 
the more diffuse emissions the councils 
are being called on to play a larger role.  
Hence, there is a greater need for 
education, not only of the industrial 
sector but of the regulator.  Better co-

ordination of resources, skills and 
knowledge are critical if there is to be a 
consistent application of regulatory 
control. 
 

Reporting 
Along with a more environmentally 
educated community comes a call for 
knowledge.  This process of 
“community right to know” is already 
well underway in Australia.  The 
National Pollutant Inventory was 
launched with a voluntary period 
leading up to full implementation.  The 
Inventory is designed to provide the 
community with information on 
industry emissions and could be 
considered the first of several 
community right to know programs. 

For the first time the EPA will be 
making information available on the 
loads of pollutants emitted by industries 
licensed under the legislation.  As there 
is not as much overlap between these 
two reporting requirements as we might 
have liked it will prove a burden on 
some sectors to keep up. 

The Waste License reporting 
requirements can also be added to this.  
This license will require reporting 
movements of waste from a facility.  
Similar requirements are also in place 
for businesses transporting wastes 
across state or territory borders. 

The need to provide broader 
environmental information will also 
increase.  The impact of this and 
policies of private sector companies are 
starting to be felt in the smaller 
industries as they are asked to supply 
this information as part of tender 
documents.  Australian Business has 
been fielding requests for help from 
member companies on how to do this. 
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Conclusion 
With the changes in legislation now 
requiring greater accuracy of reporting 
and more of it, a great deal of 
information is going to be collected by 
businesses.  It will be up to these 
businesses to take this information and 
turn it into a useful resource.  A well 
performing industry with sound 
environmental management practices 
can package this information into a 
Corporate Environment Report and use 
it as evidence of their environmental 
credentials.  The need for this evidence 
is already apparent with the changes in 
tender requirements. 
 

For further information Michael can be 
contacted by email on:  

carolim@abol.net 

In response to the introduction of the 
legislation, Business Australia have 
released “Environmental Referee - A 
Guide to Compliance with NSW 
Environmental Legislation”.  It outlines 
the vast number of changes that have 
been occurring within NSW 
environmental legislation and does this 
specifically with Australian industry in 
mind.  Further information on the guide 
can be obtained at: lambk@abol.net. 

 

NATIONAL EMISSIONS TRADING: WHAT ARE THE 
BOUNDARIES? 

Kathy Gibson 
Strategic Research Centre for Environmental Accountability 
University of Tasmania 
 

Introduction 
The Australian Greenhouse Office has 
released the first of a series of 
discussion papers on emissions trading 
(Greenhouse Office, 1999).   It is aimed 
at “establishing the boundaries” by 
discussing the comprehensiveness of a 
national emissions trading system 
within Australia, and the options 
canvassed are intended to stimulate 
discussion on emissions trading. 

Proposals to introduce emissions trading 
are partly justified by suggestions that, 
by putting a price on greenhouse gas 
emissions, “producers and consumers 
have an incentive to reduce their 
emissions and search for, develop and 
adopt new technologies that can lead to 
further emission reductions”.  An 
alternative view, however, is that the 

possession of emissions trading permits 
is an entitlement for firms to pollute up 
to the level of their allowances, 
effectively limiting their obligation to 
reduce pollution (Beckerman, 1990).  

Pollution reduction may result from the 
introduction of emissions trading, but 
the real question is whether emissions 
trading is the best method of achieving 
this outcome, and whether there are 
side-effects to emissions trading that 
reduce its advantages.  The following is 
a discussion of the potential 
disadvantages, together with the 
identification of some available 
alternatives. 
 

Disadvantages of Emissions Trading 
The Discussion Paper (p.22) outlines 
some of the disadvantages, including: 

mailto:carolim@abol.net
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��administrative costs, including 
monitoring 

��degree of abatement incentive and 
opportunity, and 

��efficiency of measurement. 

The acknowledgment that the 
administrative costs could outweigh the 
benefits is supported by US experience 
that the required “series of complex 
administrative requirements” has 
resulted in very high administrative 
costs (EPA, 1990).  Further, a 1995 
Australian report described an 
emissions trading system as “an 
artificial market which has been created 
by government action and requires a 
significant supporting regulatory 
structure” (Government of Victoria, 
1995).  Monitoring costs also can be 
high.  As the Paper acknowledges, the 
cost of “installing new continuous gas 
monitoring equipment could easily cost 
upward of several thousand dollars per 
emission source” (p.17).  Such costs 
would be much more onerous for small 
to medium enterprises, and could force 
many into liquidation.  In this way, the 
encouragement of an emissions market 
could well be at the expense of 
competition in the producer market. 

Evaluation of the effect of permits on 
pollution levels will be difficult, as the 
permits form only part of a 
comprehensive mix of regulatory 
instruments and institutions.  In view of 
the complexity and long term nature of 
the issues, pollution permits have been 
described as superficial solutions 
(Andersen, 1994) that may be slow to 
respond to underlying changes.  For 
example, the forecast European shift 
from sulphur dioxide (SO2) to nitrous 
oxide (NOx) emissions over the next ten 
years (EEA, 1999) as a result of 
changing trends in energy demand 
could be distorted by vested interests 

attempting to maximise profits from 
permit trading in the two pollutants.  
There is a danger of transforming an 
environmental problem into both an 
environmental and an economic one. 

The problems identified in the 
Discussion Paper are, however, mainly 
of a practical or economic nature.  A 
major problem of emissions trading, and 
one not canvassed, is that it attempts to 
impose an economic solution upon 
environmental and social problems.  
This is alluded to in a brief discussion 
of the issues of inefficient markets, 
including abuse of market power, costs 
and benefits to parties not represented in 
the trading process, and poor 
information provision (p.9).  

Whilst the purpose of emissions trading 
is to control, and eventually reduce, 
emissions relative to an identified 
standard, the difference in the relative 
amounts may be less important than the 
distribution, as atmospheric pollution is 
concentrated in industrial areas.  The 
distribution has a strong potential to be 
further skewed by local concentrations 
of pollutants made possible through the 
sale of allowances from “cleaner” 
production units, usually the more 
modern facilities, to factories and 
utilities in older industrial suburbs.  
This adds to health and social problems 
already over-represented in those older 
industrialised areas.   

The Discussion Paper proposals aim to 
maximise the potential for low-cost 
abatement by enabling polluters who 
can easily reduce emissions to do so, 
and to profit from selling their permits 
to those whose costs of process change 
would be high.  This is good in theory, 
but safeguards are needed to prevent 
“double jeopardy” in less wealthy, or 
older, industrial areas.  The high cost of 
pollution reduction in older plants 
means that these installations would be 
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purchasing permits from those more 
easily able to reduce emissions.  Money 
spent on permits could otherwise be 
used for pollution reduction, and the 
transfer to clean technology may be 
further delayed in these older plants.  
An alternative pollution control method 
of direct regulation would prevent this.  
There is also a possibility that the costs 
of permits may provide no disincentive 
to pollute if they can be passed on to 
consumers through higher product 
prices, particularly in inefficient 
markets, although this may in turn 
affect demand and thus indirectly act to 
reduce pollution.  Dirty producers, 
however, through the purchase of 
permits, are able to stay in business, and 
the result may well be that it is the 
intractable pollution problems that 
remain for society to solve by other 
means. 

It is the intention of the Discussion 
Paper that pollution abatement 
measures will initially be introduced 
where they are cheapest, and not 
necessarily where they are most needed.  
Areas of high pollution or with 
geographic conditions that exacerbate 
the effects, such as nearby water bodies, 
surrounding hills or regular temperature 
inversions, are unable to be targeted to 
prevent the accumulation of health 
effects. Once a tradeable permit has 
been granted, the EPA loses control 
over when, where, and in what way 
atmospheric pollutants will be either 
increased or decreased. 

On a broader scale, pollution 
allowances represent a strategy to 
redistribute pollution generation and to 
provide economic incentives for firms 
to sell their permits and transfer their 
production of emissions to another state 
or country with lower standards of 
environment protection.  For this 
reason, references in the Discussion 

Paper to international systems and 
cross-border trading (p.12) are of 
particular concern.  Many multinational 
corporations are already more 
economically powerful than some 
national governments, and international 
permits provide them with unfettered 
power to transfer pollution to weaker, 
poorer countries.  This in turn raises 
issues of the consequences for national 
EPA enforcement if the possession of 
international permits conveys a legal 
right to pollute.  If a country’s EPA 
legislation restricts the freedom of the 
emissions market to operate, there are 
potential consequences of expensive 
legal action from investors.  Poorer 
countries would find the costs 
particularly onerous, and the 
disadvantage for them becomes 
cumulative.  The danger of this is 
indicated in a European Union 
acknowledgment that a broad 
international view of emissions trading 
would allow countries to avoid making 
significant cuts in domestic emissions 
(Burton, 1999).  Although strongly 
opposed by the Australian government, 
one way of controlling this would be to 
place a “cap” on the amount of 
emissions a country can trade on 
international markets.  The current 
debate needs to further address these 
problems and the potential safeguards. 

Tradeable permits are narrowly focused.  
Firstly, they address only changes in 
methods of energy production, whereas 
greater pollution savings may be 
achieved by addressing consumption.  
Secondly, a focus on emissions trading 
also represents a narrow, “end-of-pipe” 
view of what is an extremely broad 
problem concerning the interaction of 
resource use, production and pollution.  
Thirdly, permits address a single 
environmental problem by controlling 
the emissions of a single pollutant from 
an identifiable source.  In reality, most 
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pollution sources emit more than one 
pollutant to more than one part of the 
environment and contribute to more 
than one environmental problem.   
Further, the synergistic nature of 
individual pollutants is ignored.   It is 
not obvious that an emissions trading 
system can be designed to make 
allowance for the interactions of two or 
more pollutants or for multiple pollution 
problems (Government of Victoria, 
1995). 

A strong point made in the Discussion 
Paper is that permits may be purchased 
by environmental and other community 
groups to force larger emission 
reductions than those required by law.  
This is then placing the economic 
burden on the community, not on the 
polluters, and would mean that  
“companies get the cash; lobbyists get 
cleaner air” (Cairncross, 1991, p.101).  
The question is whether the onus rests 
fairly on communities expected to pay 
profit-making organisations not to 
pollute. 
 

Accounting Issues 
An issue not discussed in the Paper, but 
which may be a concern for a further 
discussion paper, is the question of how 
the emission permits will be accounted 
for by commercial organisations, and 
whether the accounting process may 
add to the potential distortions already 
identified. 

Tradeable permits fit within the 
traditional “future economic benefit” 
definition of assets, and may thus be 
recorded as valuable resources in entity 
Balance Sheets.   In the absence of a 
specific Accounting Standard to 
regulate valuations, it is likely that they 
would be recorded at market value.  It is 
then in the entity’s interests to maintain 
these values, otherwise any fall in value 
will act to reduce profit for the period in 

which it occurs.   The Victorian 
Government found in its 1995 study that 
“the perception of the permits as a 
secure asset means that it will be 
difficult (for the EPA) to change the 
total emissions load without adequate 
compensation” (Government of 
Victoria, 1995, p.12). There are strong 
reasons, therefore, for entities to wish to 
maintain or increase the value of these 
assets, and the Discussion Paper 
identifies the US experience, where 
brokers purchased permits to speculate 
on future price increases.   

The maintenance of these asset values is 
dependent upon the maintenance of 
polluting practices.  If cleaner 
production causes an overall fall in 
demand for permits, their market value 
will also fall.  Thus there is a perverse 
incentive to maintain the level of 
demand for emission permits by 
maintaining or increasing production in 
the more polluting plants.  This may be 
facilitated by manipulation within an 
industry, and particularly between 
associated firms, highlighted by the fact 
that much of the emissions trading that 
has taken place in the US has been 
within corporate groups (Pearce, 1991).  
Experience there has also revealed that 
“large sources of pollution have 
sometimes sat on their permits and 
refused to trade, thus effectively 
keeping out new firms which might one 
day be rivals” (Cairncross, 1991, 
p.103).  The rival firms prevented from 
entering the market may well have been 
ones that would have introduced newer, 
cleaner technology. 
 

Alternatives to Emissions Trading 
In practice, there are many factors 
motivating firms to pursue innovative 
methods of emissions reduction.  These 
include competitive advantage of a 
clean public image, limitation of 
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liabilities such as future cleanup costs, 
difficulties gained by poor 
environmental performers in gaining 
finance, and the financial returns 
possible from cleaner production and 
waste minimisation (Government of 
Victoria, 1995). 

These, however, provide an insufficient 
incentive to meet Australia’s obligations 
under the Kyoto Protocol (1997), and 
government leadership is required to 
achieve an improved outcome.  Some 
possible alternatives follow. 

Simple legislation can require the 
reduction of pollution levels.  Although 
monitoring and enforcement would be a 
necessary accompaniment, there is no 
evidence to show that the cost of 
monitoring for this purpose would 
exceed the cost of monitoring 
incorporated into an emissions trading 
system.   

Levies are a tested alternative.  SO2 
levies were introduced in Japan in 1974 
to compensate pollution victims, and 
produced a dramatic reduction in air 
pollution.  As a result “Japan became a 
leader in scrubber technology and led 
the industrialised countries in reducing  
SO2 emissions” and two decades later 
was emitting only 7 kg per capita 
compared with 84 kg per capita in the 
United States” (Andersen, 1994, p.28). 

There is evidence (Rutherford, 1979) 
that tax impositions can be effective in 
emissions reduction, provided that the 
rate is sufficiently high to prevent 
profitability in polluting entities.  
Carbon taxes could be extended to other 
pollutants, or to gross loads to take 
account of the synergistic effects of 
multiple-pollutant emissions. 

Pigou’s (1932) recommendation of a 
tax-bounty scheme is attractive as an 
incentive, rather than punitive, measure.   
Pigovian taxes are not designed to raise 

tax revenues, as the proceeds are used 
for environmental purposes such as 
rehabilitation or research.  Pearce and 
Warford (1993, p.205) explained that: 

…they are most successful when 
they induce the polluter to introduce 
technologies that do not pollute and 
therefore enable him to avoid the tax.   
…Another attraction is that by 
inducing the continual search for 
cleaner technologies, these taxes are 
dynamic. 

Other suggested schemes (eg. von 
Weizsacker, 1990) would levy taxes at 
much higher levels to more fully reflect 
full ecological costs and so induce 
desired changes.  At a more radical 
level, taxation could be shifted 
completely from income to pollution, 
which would cause a complete 
reassessment of supply and demand. 

A performance bond system, as 
recommended by Costanza (1993) 
extends the “polluter pays” principle to 
“the polluter pays for uncertainty as 
well”.  It is an extension of the 
precautionary principle, as a bond is 
paid in advance before the possibility of 
environmental damage occurs, and the 
firm’s desire to have its bond refunded 
encourages pollution prevention rather 
than expensive cleanup. 
 

Solution 
Whilst there are economic alternatives 
that may be preferable to emissions 
trading permits, the real solution to 
atmospheric pollution lies in reducing 
demand, and substituting the use of 
renewable resources for the present use 
of fossil fuels.   

Experience following the oil embargo in 
1973-4 shows that consumption can be 
reduced, and incentives for this, 
together with legally binding targets for 
the phase-in of renewable energy would 
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assist Australian industries in 
developing wind and solar technology.  
A discussion paper considering these 
issues would be most welcome. 
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For further information Kathy can be 
contacted by email on: 
Kathy.Gibson@utas.edu.au  
 

 

WATCHING THE WEB 
 

International Organization for 
Standardization 
www.iso.ch 

With much discussion on the ISO 14000 
series of standards on environmental 
management, why not visit their site.  
The site contains information on the 
motivation for the development of the 
standards, the benefits of accreditation, 
and details of the standards themselves.  
Certainly a site well worth a visit by any 
one interested in environmental 
management.  For more on specific 

countries, there are also links to the 
relevant national standards bodies.  

 

University of Sunderland – Centre 
for Environmental Informatics 
cei.sunderland.ac.uk/envrep/erepacc.htm 

The Centre for Environmental 
Informatics at the School of 
Environment in the University of 
Sunderland is a research team which 
conducts applied research into private 
and public social, ethical and 

mailto:Kathy.Gibson@utas.edu.au
http://www.iso.ch/
http://cei.sunderland.ac.uk/envrep/erepacc.htm
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environmental accountability.  Their 
homepage includes sections on: 
environmental reporting clearing house, 
social and ethical reporting clearing 
house and environmental education.  
The environmental reporting clearing 
house is of particular interest with 
information provided on areas such as: 
Corporate Environmental Reporting 

Websites; Environmental Reporting via 
the Internet; Environmental Reporting 
Legislation; Environmental Reporting 
Award Schemes; Environmental 
Accounting papers; ISO14001 and 
EMAS; Business and Environment 
Journals. 

 

 

NEWS AND ISSUES 
 

During the recent British Accounting 
Association (BAA) Annual Conference 
held in Glasgow 29-31 March and the 
European Accounting Association 
(EAA) Annual Conference held in 
Bordeaux 5-7 May a number of papers 
on environmental accounting and 
reporting were presented.  Below are 
the authors, title of papers, and email 
addresses of the authors.  Full abstracts 
of the papers may be viewed on: 
http://www.bham.ac.uk/BAA/baa99/ 
and http://www.bham.ac.uk/EAA/.  
 

BAA 
Kathryn Bewley & Yue Li 
kbewley@yorku.ca 
Disclosure of Environmental 
Information by Canadian 
Manufacturing Companies: A 
Voluntary Disclosure Perspective. 
 
Geoff Frost & Michael Seamer 
cmgrf@cc.newcastle.edu.au 
An Analysis of Determinants of 
Environmental Reporting by New 
South Wales Public Sector Entities. 
 
Dave Lubbe  
Dave.Lubbe@Pixie.Co.ZA 
Environmental Education in the 
Economic Sciences: Some Thought and 
Perspectives from Higher Education. 
 

M.R. Mathews & Julie Lockhart  
M.R.Mathews@massey.ac.nz 
Environmental Accounting Education: 
Some Thoughts and a Basic 
Programme Outline. 
 
M.R. Mathews  
M.R.Mathews@massey.ac.nz 
Accounting for Macro-Social Impacts 
 
Charl de Villiers  
cdeville@hakuna.up.ac.za 
Social responsibility Disclosure by 
South African Industrial Holding 
Companies. 
 
David Woodward & Thérèse 
Woodward  
david.woodward@solent.ac.uk 
Corporate Social Reporting as a 
Dialectic Between Several Positions – 
Gray, Owen and Maunders Revisited 
after a Decade. 
 
EAA 
Craven, B.M. & B. Otsmani 
barrie.craven@unn.ac.uk 
Social and Environmental Reporting on 
the Internet by Leading UK Companies 
 
Garcia-Ayuso, M. & C. Larrinaga 
larinage@emp.uc3m.es 
Why Spanish Companies Report on 
Environmental Issues: An Evaluation 
of the Legitimacy Theory 
 

http://www.bham.ac.uk/BAA/baa99/
http://www.bham.ac.uk/EAA/
mailto:barrie.craven@unn.ac.uk
mailto:larinage@emp.uc3m.es
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Rankin, M. & P. Voght 
rankinm@usq.edu.au 
Firm’s Disclosure Reactions to Major 
Social Incidents: Australian Evidence 
 

Woodward, D. 
dgw@socsci.soton.ac.uk 
A Stakeholder Approach to Corporate 
Social Reporting Analysis 
 

 

ENVIRONMENT EXTRA! 
 

New Legislation to Come into Effect 
Major Australian environmental groups 
have come out in opposition to the 
amended Environment Protection and 
Biodiversity Conservation Bill 1998.  
Primarily the bill leaves considerable 
responsibility for environmental 
regulation in the hands of the states.  
Hence issues such as land clearing, 
forest protection, water allocation and 
greenhouse pollution will continue to be 
dealt with on a state-by-state basis 
without commonwealth involvement.  

Further details on the environmental 
groups’ response can be found at: 
http://www.greenpeace.org.au/Releases/ 
www.acfonline.org.au 
 

As previously discussed by Michael 
Carolin, as at July 1 the Protection of the 
Environment Operations Act 1997 
comes into effect in NSW.  However at 
this date section 60 of the Contaminated 
Land Management Act 1997 also comes 
into effect.  This section imposes similar 
duties on a person who causes pollution 
to notify the EPA, and is retrospective in 
that the duty arises even if the 
contamination occurred before 1 July 
1999.  Difficulties however arise in 
determining when the contamination 
presents a ‘significant risk of harm’.  

Further details can be found at the NSW 
EPA homepage: 
http://www.epa.nsw.gov.au/index.asp 
 

Kakadu: Protected not Endangered? 
APCEA News Journal December 1998 
reported on the findings of a special 
United Nations Educational Scientific 
and Cultural Organisation (UNESCO) 
mission that examined the impact of the 
Jabiluka uranium mine on Kakadu 
National Park.  The UNESCO report in 
essence condemned the Australian 
government.   

In April the Australian government 
released their response to the UNESCO 
report, which included an independent 
review of the scientific issues raised.  In 
conclusion the Australian government 
“strenuously opposes placing the 
property on the List of World Heritage in 
Danger”.  The minister for the 
environment, Senator Hill said 
“Australia’s response confirms that 
Kakadu is well protected, and that the 
Jabiluka mine will have no adverse 
impact on world heritage”.   

The next step in this process will be an 
independent expert review of both the 
government’s report and the report of the 
Supervising Scientist.  The review will 
be considered by the World Heritage 
Committee in July.  We await the 
outcome of this review with interest. 

The full copy of the Government’s 
response can be viewed at:  
www.environment.gov.au 
 

mailto:rankinm@usq.edu.au
mailto:dgw@socsci.soton.ac.uk
http://www.greenpeace.org.au/Releases/
http://www.acfonline.org.au/
http://www.epa.nsw.gov.au/index.asp
http://www.environment.gov.au/
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