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EDITORIAL 
 
Welcome to the first edition of the APCEA 
News Journal for 2002. Readers are 
reminded of the APCEA homepage at: 
http://www.accg.mq.edu.au/apcea/index.html  
 
A European focus is adopted in this edition 
– something that reminds us of the need for 
close links between different regions when it 
comes to environmental accounting and 
accountability issues; and reflects the fact 
that the University of Glasgow’s CSEAR  
Conference is to be held in Melbourne next 
month (see page 26) – helping to bring the 
Asia Pacific and Europe closer. 
 
The main article, by Frank Figge, Tobias 
Hahn, Stefan Schaltegger and Marcus 
Wagner introduces the notion of the 
Sustainability Balanced Scorecard. Its links 
with value orientated management for 
sustainability and the processes and steps for 
formulating a Sustainability Balanced 
Scorecard are examined. One aim is to 
encourage the integration of the social, 
environmental and economic processes, 
while another is to facilitate the introduction 
of the Sustainability Balanced Scorecard 
into general management of business, no 
matter whether the balanced scorecard is 
already being used.  
 
The second article, by Roger Burritt and 
Sumit Lodhia, draws attention to the 
European Commission Initiative on the 
recognition, measurement and disclosure of 
environmental issues in the annual accounts 
and reports of companies. They briefly 
address the question what does the initiative 
mean for the accountancy profession in 
Australia. 
 
In ‘PhD in Progress’ Kathleen Herbohn 
discusses her field study based doctoral 

work investigating ‘A Case Study of the 
Feasibility of Incorporating Non-Market 
Values into Financial Environmental 
Reporting within the Public Forestry 
Sector.’  
 
Environment Extra! provides information 
about a forthcoming National Conference of 
Sustainable Universities at RMIT in October 
2002; the greenhouse gas accounting 
protocol; and, in keeping with the European 
focus, France’s introduction of compulsory 
social and environmental reporting. A brief 
comment is made about Rob Gray and 
David Collison’s report on ‘The 
Professional Accountancy Bodies and the 
Provision of Education and Training in 
Relation to Environmental Issues.’ 
 
Readers wishing to contribute environment 
related articles or news, should contact the 
editor at: 
Mr Roger Burritt 
Editor, APCEA News Journal 
Email: roger.burritt@anu.edu.au 
Ph:  +61 2 6125 3670 
Fax: +61 2 6125 5005 
 

Articles should be submitted in word format 
as an email attachment. Articles are refereed 
by members of the Editorial Board. 

Editorial Board: 
Roger L Burritt (Editor) – The Australian National 
University, Australia 
Lorne Cummings – Macquarie University, Australia 
Geoff Frost – The University of Sydney, Australia 
Kathy Gibson – University of Tasmania, Australia 
Professor M.R.(Reg) Mathews – Charles Sturt 
University, Australia 
Gary O’Donovan – Victoria University of 
Technology, Australia 

http://www.accg.mq.edu.au/apcea/index.html
mailto:roger.burritt@anu.edu.au
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DEVELOPMENT OF A SUSTAINABILITY BALANCED 
SCORECARD: TRANSLATING STRATEGY INTO VALUE-

BASED SUSTAINABILITY MANAGEMENT 
 
Frank Figge, Tobias Hahn, Stefan 
Schaltegger and Marcus Wagner, Center 
for Sustainability Management, 
University of Lueneburg, Germany. 
 
The Balanced Scorecard is a management 
tool that supports the successful 
implementation of corporate strategies on 
the basis of performance indicators linked 
with causal chains. It has been discussed and 
considered widely both in practice and 
research. By linking operational and non-
financial corporate activities through causal 
chains to the firm’s long-term strategy the 
Balanced Scorecard allows alignment and 
management of all corporate activities 
according to their strategic relevance. The 
Balanced Scorecard makes it possible to 
take into account non-monetary strategic 
success factors that have a significant impact 
on the economic success of a business. The 
Balanced Scorecard thus provides a 
promising starting-point to the incorporation 
of environmental and social aspects into the 
main management system of a firm. Given 
this potential, a range of authors have dealt 
with the topic of a Sustainability Balanced 
Scorecard. However, the basic approach and 
method of value-oriented sustainability 
management through the Balanced 
Scorecard have only recently been discussed 
in detail (cf. Figge et al. 2001a and 2001b). 
Value-oriented corporate sustainability 
management with the Balanced Scorecard 
helps to overcome the shortcomings of 
conventional approaches to environmental 
and social management systems by 
integrating the three pillars of sustainability 
into a single and overarching management 
tool.  

 
After a brief discussion of the different pos-
sible forms of a Sustainability Balanced 
Scorecard this article takes a closer look at 
the process of and steps in formulating a 
Sustainability Balanced Scorecard for a 
business unit. Before doing so, the Balanced 
Scorecard and its suitability for value-
oriented sustainability management are 
briefly outlined.  
 
1 Introduction 
 
In the market system economic scarcities are 
reflected by assigned market prices. Envi-
ronmental and social scarcities are, however, 
only partially reflected in economic 
transactions, although they have become 
increasingly important for business. 
Management reacts to perceived scarcities 
through the use of management instruments. 
To the degree that environmental and social 
issues are reflected in market transactions 
and with the growing importance of 
environmental and social issues many 
companies have implemented specific 
environmental or social management 
systems during the last decade. These 
systems have, however, rarely been 
integrated with the general management 
system of the firm. As a consequence, 
environmental and social management is 
mostly not linked to the economic success of 
the firm and the economic contribution of 
environmental and social management 
therefore remains unclear. Given the desire 
to achieve simultaneous improvements in 
the economic, environmental, and social 
performance of businesses, in order to 
achieve strong contributions to sustainable 
development, this lack of integration turns 
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out to be a major obstacle. Concerning the 
relation between the environmental and 
social performance of the firm and its 
economic performance, the literature is 
mainly based on empirical studies that refer 
to the correlation, but not to the causality, 
between environmental and social measures 
and the economic success of firms. To date 
there is rather limited literature on the 
relation between environmental and social 
measures and the achievement of long-term 
economic goals. The Balanced Scorecard 
(BSC) as a strategic management tool claims 
to identify the major strategically relevant 
issues of a business and to describe and 
depict the causal contribution of those issues 
that contribute to the successful achievement 
of a firm’s strategy. Thus, it appears promi-
sing to use the Balanced Scorecard method 
to integrate environmental and social 
management with the general management 
of a firm. Only recently the basic approaches 
and methods of value-oriented sustainability 
management with the Balanced Scorecard 
have been discussed in detail.  
 
 
2  The Balanced Scorecard as an 
instrument for value-based sustainability 
management 
 
2.1 The Balanced Scorecard approach 
The concept of the Balanced Scorecard was 
developed in the early 90’s as a new 
approach to performance measurement 
because of problems of short-termism and 
past orientation in management accounting 
(cf. Kaplan & Norton 1992). The concept of 
the BSC is based on the assumption that the 
efficient use of investment capital is no 
longer the sole determinant of competitive 
advantage but, increasingly, soft factors 
such as intellectual capital, knowledge 
creation or excellent customer orientation 
are becoming more important. As a result 
Kaplan and Norton suggest a new 

performance measurement approach that 
focuses on corporate strategy from four per-
spectives. This BSC aims to make the 
contribution and the transformation of soft 
factors and intangible assets into long-term 
financial success explicit and, thus, 
controllable. The BSC’s four perspectives 
can be characterised briefly as follows: 
 The financial perspective indicates 

whether the transformation of a strategy 
leads to improved economic success. 
Thus, the financial measures assume a 
double role. On the one hand, they define 
the financial performance that a strategy 
is expected to achieve. On the other hand, 
they are the endpoint of cause and effect 
relationships referring to each of the 
other BSC perspectives. 

 The customer perspective defines the 
customer/market segments in which the 
business competes. By means of 
appropriate strategic objectives, 
measures, targets and initiatives the 
customer value proposition is represented 
by the customer perspective, through 
which the firm/business unit wants to 
achieve a competitive advantage in the 
envisaged market segments. 

 The internal process perspective 
identifies those internal business 
processes, which enable the firm to meet 
the expectations of customers in the 
target markets and those of the 
shareholders. 

 Finally, the learning and growth 
perspective describes the infrastructure 
that is necessary for the achievement of 
the objectives of the other three 
perspectives. In this case, the most 
important areas are qualification, 
motivation and goal orientation of 
employees, and information systems. 

 
The purpose of a BSC is to formulate a 
hierarchical system of strategic objectives 
for the four perspectives, derived from the 
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business strategy and aligned towards the 
financial perspective. Based on such a 
causal system of objectives, corresponding 
measures are formulated in all four 
perspectives. Kaplan and Norton basically 
distinguish between lagging and leading 
indicators. 
 
Lagging indicators and long-term strategic 
objectives are formulated for the strategic 
core issues of each perspective that are 
derived from the strategy of the business 
unit. Lagging indicators thus indicate 
whether the strategic objectives in each 
perspective were achieved. 
 
In contrast to lagging indicators, leading 
indicators are highly firm-specific. They 
express the specific competitive advantages 
of the firm and represent how the results – 
reflected by lagging indicators – should be 
achieved. Based on the specific strategy of 
the business unit, the key performance 
drivers that have the greatest influence on 
the achievement of the core strategic 
objectives (measured by lagging indicators) 
are identified for every perspective.  
 
Integration of the indicators with the four 
perspectives is achieved by defining goals 
and appropriate lagging indicators and 
leading indicators/performance drivers for a 
specific business strategy. By doing so, BSC 
translates strategy in terms of objectives, 
measures and targets for the four 
perspectives. However, it does not represent 
strategy as a loose collection of indicators 
and measures. Instead these are linked 
through cause and effect relationships.  
 
By formulating and defining the goals and 
measures based on the strategy, starting with 
the financial perspective in a top down 
process, it becomes clear which influences 
have the greatest impact on the lagging 

indicators and thus ultimately on the 
achievement of objectives.  
These strategy specific influence patterns 
are reflected through cause-and-effect-
chains which, directly or indirectly, link all 
the goals, indicators, and measures of the 
BSC perspectives hierarchically towards the 
financial perspective with its long-term 
financial goals. It is noteworthy that the 
causal linking of leading and lagging 
indicators not only occurs within each 
perspective, but also by constructing effect 
chains through the four perspectives of the 
BSC. This means that lagging indicators of 
lower-level Balanced Scorecard perspectives 
act as leading indicators/performance drivers 
for an indicator in a higher-level 
perspective. Proceeding in this way leads to 
a situation where the lagging (financial) 
indicators are combined with the leading 
indicators/performance drivers through the 
four perspectives. This strategy-focused 
hierarchical approach ensures the 
identification of major strategic issues of a 
business and assigns them their particular 
strategic relevance – as strategic core issues 
or performance drivers. This enables the 
orientation of all business resources and 
activities towards the strategy and better 
communication of the strategy. 
 
The BSC as an instrument for performance 
measurement was further developed beyond 
its original conception into a strategic 
management concept. Here, the BSC is used 
to communicate and coordinate the 
translation of the business strategy: The gap 
between strategic and operative planning 
can be bridged and the long-term 
achievement of the firm’s strategic 
objectives guaranteed by means of a 
consistent application and formulation of a 
previously defined business strategy in each 
of the four perspectives of the BSC. In 
particular, Kaplan and Norton subdivide the 
strategic management system of the BSC 
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into four partial processes. The central 
question for the theme of this article about 
the structure of a BSC is mainly related to 
the first of the four critical management 
processes to be described by Kaplan and 
Norton: clarification and translation of 
vision and strategy.  
 
The BSC is directed top-down, both in its 
contents and in its development as a 
management system. Therefore, to be able to 
clarify and translate the strategy top-
management must agree on the strategy. The 
goal is to create a common and 
comprehensive strategic basis in the form of 
a formulated BSC. Because of this, the 
verbally formulated strategy should be trans-
lated and causally linked in terms of 
objectives and measures. In every 
perspective the strategic core elements and 
performance drivers which are pivotal for a 
successful business unit are identified. These 
strategic core elements and performance 
drivers are then associated causally with 
each other through the four perspectives, as 
described above, and oriented towards the 
financial perspective. The result is a 
hierarchical cause-effect network reflecting 
the fundamental assumptions for successful 
translation of the strategy. 
 
 
2.2 Suitability of the Balanced Scorecard as 
a tool for value-based sustainability 
management 
  
In a BSC all aspects relevant for achieving a 
permanent competitive advantage should be 
included. The creation and preservation of 
competitive advantages serves to 
permanently secure a firm’s economic 
success. In the four perspectives of the BSC, 
therefore, the activities critical for creating 
value are included and causes are linked to 
effects. In the formulation of a BSC the 
objectives/measures in all perspectives are 

deduced from the long-term strategic 
financial goals in a top-down process. This 
hierarchical structure of the BSC guarantees 
a value orientation for all business activities. 
 
This characteristic of the BSC can also be 
used for the management of environmental 
and social aspects. Against the backdrop of 
the fundamental deficits of most current 
approaches to environmental and social 
management, as described above, the ability 
of the BSC to integrate the three dimensions 
of sustainability offers the possibility of a 
value-based approach to the management of 
environmental and social aspects. A value-
based approach to sustainability 
management aims at a simultaneous 
achievement of ecological, social and 
economic goals. Therefore, the relation 
between environmental and social measures 
and the economic success of the firm has to 
be explicitly taken into account. The three 
pillars of sustainability need to be integrated 
by a value-oriented approach for three 
reasons: 
1. Sustainability management that reduces 

the business value is dangerous because 
it is carried out by firms only as long as 
the company is successful and can afford 
this ″luxury″. If firms find themselves 
under financial distress, those costs are 
cut down first which do not contribute to 
the financial bottom line. Sustainability 
management which does not create 
business value will thus be practiced 
only as long as firms are successful. 

2. Non-value-oriented sustainability 
management is an inappropriate role 
model for other businesses. As firms that 
want to promote or reinforce their 
environmental and social management 
often orientate themselves towards 
competitors, it is improbable that they 
will adopt sustainability management 
which creates losses rather than benefits. 



7 

3. Non-value-oriented sustainability 
management is by definition not 
sustainable. According to the 3-pillar-
concept sustainability involves 
economic, ecological and social aspects. 
Usually, it is implicitly assumed that 
these aspects bear a complementary 
relation to each other. Sustainability is 
only achieved if ecological, social and 
economic goals are reached 
simultaneously. Only a business which 
improves with regard to all the three 
dimensions of sustainability 
demonstrates a clearly sustainable 
performance.  

 
The BSC assists the identification and the 
management of those environmental and 
social aspects that contribute to financial 
business goals. Therefore, a Sustainability 
Balanced Scorecard fulfils the central 
requirement of the sustainability concept for 
a permanent improvement of the business’ 
performance in economic, ecological and 
social terms. A particular suitability of the 
BSC for the value-based integration of all 
three sustainability dimensions results from 
the possibility of also considering soft 
factors which cannot be monetarised. 
Environmental and social aspects often 
show precisely these characteristics. Thus, it 
is necessary to determine the environmental 
and social aspects that are relevant for 
economic success and to include them in a 
BSC. In the following section the 
fundamental possibilities for integrating 
environmental and social aspects are briefly 
described. 
 
 
3 Different possible approaches for 
integrating environmental and social 
aspects 
 
There are basically three possibilities for 
integrating environmental and social aspects 

in the BSC. Firstly, environmental and 
social aspects can be integrated in the four 
existing standard perspectives. Secondly, an 
additional perspective can be added to take 
environmental and social aspects into 
account. Thirdly, a specific environmental 
and/or social scorecard can be formulated. 
 
3.1 Integration of environmental and social 
aspects in the four Balanced Scorecard 
perspectives 
 
Environmental and social aspects can be 
subsumed under the four existing BSC 
perspectives like all other potentially 
relevant strategic aspects. This means that 
environmental and social aspects are 
integrated in the four perspectives through 
respective strategic core elements or 
performance drivers for which lagging and 
leading indicators, as well as targets and 
measures, are formulated. Through this top-
down derivation those environmental and 
social aspects are identified which are 
strategically relevant within the framework 
of the four standard perspectives of the BSC. 
Environmental/social aspects consequently 
become an integral part of the conventional 
Scorecard and are automatically integrated 
in its cause-effect links and are 
hierarchically orientated towards the 
financial perspective and the successful 
conversion of a business’ strategy. 
 
Within all of its four standard perspectives 
the logic of the BSC remains almost 
exclusively in the economic sphere. 
Exchange processes outside the market 
mechanism are hardly considered at all. 
Therefore, the approach of integrating 
environmental and social aspects by 
subsuming them under the four standard 
perspectives is particularly relevant for 
strategic environmental and social aspects 
that are already integrated in the market 
system. For instance, for a firm that targets 
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an environmental customer segment the core 
measure “market share” in the customer 
perspective would have an environmentally 
orientated dimension. Also, the leading 
indicator “product features” would have an 
environmental dimension. 
 
3.2 Introduction of an additional non-market 
perspective into the Balanced Scorecard 
 
As already noted above, environmental and 
social aspects and scarcities are not (yet) 
fully integrated in the market exchange 
processes through assigned market prices. 
The reason for this is that, fundamentally, 
environmental and social aspects originate 
from non-market systems as social 
constructs. Thus, despite some 
environmental and social aspects being 
internalised, in the meantime many envi-
ronmental and social aspects are still not 
integrated into the market coordination 
mechanism and often represent externalities. 
However, firms do not operate exclusively 
in the commercial-economic sphere. Rather, 
as quasi-public institutions they interact with 
other spheres such as, for instance, the social 
or the legal sphere. Environmental and 
social aspects as social constructs can 
emerge in all spheres and can become 
strategically relevant for firms through other 
mechanisms than the market exchange 
process. 
 
Given these particular characteristics of 
environmental and social aspects it becomes 
clear that for the integration of strategically 
relevant environmental and social aspects 
from outside the market system the standard 
BSC structure – which only reflects the 
market system – might have to be extended 
by an additional perspective. Here the 
proposal is for the introduction of an 
additional, so called non-market perspective 
in order to integrate strategically relevant 
but not market-integrated environmental and 

social aspects. Also Kaplan and Norton 
point out that the firm-specific formulation 
of a BSC may involve a renaming or 
addition of perspectives. In order to justify 
an introduction of an additional non-market 
perspective environmental and social aspects 
from outside the market system must 
explicitly represent strategic core aspects for 
the successful execution of the strategy of 
the company considered. Thus, the necessity 
for an additional non-market perspective 
arises when environmental or social aspects 
significantly influence the firm’s success 
from outside the market system. At the same 
time this cannot be reflected according to 
their strategic relevance within the four 
standard BSC perspectives. 
 
Strategically relevant environmental/social 
aspects from outside the market system can 
have an impact on a firm’s performance 
through all four perspectives of the 
conventional Scorecard. This means, they 
can be value-relevant both directly (with 
regard to the financial perspective) and 
indirectly (with regard to the other perspec-
tives). Thus, an additional non-market 
perspective can affect all four conventional 
perspectives. Analogously to the process of 
formulating a conventional scorecard, the 
strategic core aspects and leading indicators 
of the non-market perspective must also be 
identified and reproduced through respective 
measures. These measures are then linked 
towards the financial perspective by means 
of hierarchical cause-and-effect chains. 
Consequently, value-oriented and strategy-
linked management is guaranteed for the 
strategically relevant non-market aspects, 
too. As will be discussed in section 3.4, the 
decision as to whether an additional non-
market perspective is necessary to formulate 
a Sustainability Balanced Scorecard for a 
specific business strategy cannot be taken in 
advance. It can only be taken within the 
process of formulation. 
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3.3 Deduction of a derived environmental 
and social scorecard 
 
The third approach to integrating 
environmental and social aspects into the 
BSC lies in the deduction of an 
environmental and/or social scorecard. At 
this point, it is very important to note that 
because of the value-orientation pursued in 
this paper such a scorecard cannot be 
developed in parallel with the conventional 
scorecard. Instead, in order to achieve value-
based sustainability management this is only 
possible in conjunction with one of the two 
variants of integration discussed in sections 
3.1 and 3.2. Therefore a derived 
environmental/social scorecard is not an 
independent alternative for integration, but 
only an extension of the two variants dis-
cussed in the previous sections. A derived 
scorecard as discussed in this section draws 
its contents from an existing BSC system 
and is thus predominantly used in order to 
coordinate, organise and further differentiate 
environmental and social aspects, once their 
strategic relevance and position in the 
cause-and-effect chains have been identified 
by the approaches presented above.  
 
Deriving such a scorecard can serve to 
clarify the relationship of an internal service 
unit with the strategic business units and 
their scorecards. Thus, this additional 
variant of a derived environmental/social 
scorecard allows coordinated control of all 
strategically relevant environmental/social 
aspects which are spread and integrated in 
the whole overarching BSC system.  
 
3.4 Relationship of the three approaches to 
build a Sustainability Balanced Scorecard 
 
As already pointed out in the previous 
paragraph, a fundamental difference exists 
between the three approaches to building a 
Sustainability Balanced Scorecard. On the 

one hand, the first two variants 
(subsumption and addition) refer to the 
structure of the core scorecard for a business 
unit. On the other hand, the derived 
environmental/social scorecard is deduced 
from the core scorecard. In other words, a 
derived environmental or social scorecard 
can only be formulated after at least one of 
the two first variants has been realised for 
the core scorecard system. The contents of a 
derived scorecard results from the higher-
level BSC of the strategic business unit. 
Thus, in the process of building up a SBSC, 
formulating a derived environmental/social 
scorecard only represents a possible second 
step. The first step always needs to be 
integration of the strategically relevant 
environmental and social aspects into the 
core BSC with the help of the two variants 
discussed in 3.1 and 3.2. 
 
After having distinguished the first two 
approaches from the subsequent possibility 
of a derived environmental or social 
scorecard, it is important to take a look at 
the relation between the two variants con-
cerning the structure of a business unit’s 
core scorecard. It is important to note that 
certain environmental or social aspects can 
be subsumed under the four conventional 
BSC-perspectives parallel with the 
introduction of a specific perspective for 
other strategically relevant environmental or 
social aspects. In other words, the first two 
alternatives of structuring a SBSC are not 
mutually exclusive. Given the characteristics 
of the two alternatives, as outlined in 3.1 and 
3.2, it becomes clear that the difference 
mainly lies in the characteristics of the 
strategically relevant environmental and 
social aspects. For those strategically 
relevant environmental or social aspects 
which are already integrated in the market 
system (e.g. environmental costs) it is fairly 
straight-forward to integrate them by means 
of appropriate leading or lagging indicators 
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into one of the four conventional 
perspectives. In contrast, if environmental 
and social aspects exert their strategically 
relevant influence via mechanisms acting in 
the firm’s non-market environment (e.g. 
complaints of neighbour groups), then an 
additional, non-market perspective is 
necessary.  
 
Because there might well exist situations 
where strategically relevant environmental 
or social aspects already incorporated in the 
market system occur alongside those 
influencing the business unit via non-market 
mechanisms, it is neither necessary nor 
desirable to make a final decision for or 
against one of the two variants of 
integration. Most of the authors who have 
dealt with different approaches to the 
integration of environmental and social 
aspects in the BSC so far neither explicitly 
consider the relationship between the diffe-
rent approaches nor discuss the 
preconditions of their respective 
appropriateness. Two fundamental 
conditions for the introduction of an 
additional non-market perspective can be 
identified. In order to justify the addition of 
a non-market perspective (i) environmental 
and social aspects have to be strategically 
relevant, i.e. they are either strategic core 
aspects or performance drivers and (ii) it is 
not possible to include these aspects appro-
priately, i.e. according to their strategic 
relevance, into the four conventional 
perspectives of the BSC. 
 
Regarding the process of formulating a 
Sustainability Balanced Scorecard these 
findings lead to the conclusion that the 
decision which structure is appropriate for a 
specific business unit can not be taken 
without further consideration. Rather it 
depends on the nature of the strategically 
relevant environmental and social aspects 
that are identified during the process of 

formulating a Sustainability Balanced 
Scorecard. The choice of how environmental 
and social aspects are integrated is therefore 
taken during this process, rather than at its 
beginning. The process of constructing a 
Sustainability Balanced Scorecard is 
described in the following section. 
 
4 The process of formulating a 
Sustainability Balanced Scorecard 
 
Based on our reasoning in the previous 
sections the process of formulating a 
Sustainability Balanced Scorecard has to 
meet a number of basic requirements: 
 First, the process must lead to value-

based management of environmental and 
social aspects (see section 2.2).  

 Second, in order to ensure their value-
based management, environmental and 
social aspects must be integrated with the 
general management system of the firm. 

 A Sustainability Balanced Scorecard 
which exactly meets the specific 
characteristics and requirements of the 
strategy and the environmental and social 
aspects of a business unit must not be ge-
neric. The process therefore has to 
ensure, third, that the Sustainability 
Balanced Scorecard formulated is 
business unit-specific. 

 Fourth, environmental and social aspects 
of a business unit must be integrated 
according to their strategic relevance. 
This includes the question of whether the 
introduction of an additional non-market 
perspective is necessary.  

 
On the basis of these requirements the pro-
cess of formulating a Sustainability Balan-
ced Scorecard can be divided into three 
major steps. First, the strategic business unit 
has to be chosen. This step presupposes that 
a strategy for the business unit exists. 
Second, the environmental and social 
aspects of concern have to be identified. 
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And third, the relevance of those aspects for 
the specific business unit’s strategy has to be 
determined. Figure 1 gives an overview of 
the whole process. 
 
4.1 Choice of strategic business-unit 
 
The BSC as developed by Kaplan and 
Norton originally has been designed 
for strategic management at the 
business unit level. Thus, as a first 
step, the business unit for which a 
Sustainability Balanced Scorecard 
shall be formulated has to be chosen. 
For small and medium sized 
enterprises the business unit level may 
be identical with the corporate level, 
while in large companies or groups 
there are often several business units 
which aim at different customer segments 
and which are often organised as indepen-
dent profit centres. The choice of the 
business unit presupposes that a strategy 
exists for this business unit. It is important 
to note that the BSC is not a tool for the 
formulation of strategies. Rather, the BSC 
serves to describe and translate an existing 
strategy consistently in order to enhance the 
successful execution of the strategy. The 
formulation of a Balanced Scorecard is thus 
not an independent process but is part of a 
wider framework of competitive positioning 
and strategy formulation. This is also the 
case for the formulation of a SBSC: Before a 
SBSC can be formulated top management 
has to arrive at a common agreement on 
what the strategy is, no matter whether it 
explicitly mentions sustainability issues.  
 
4.2 Identification of the environmental and 
social exposure of the business unit 
 
In order to ensure that the SBSC is tailored 
to the specific needs of the business unit 
chosen, the environmental and social aspects 
that affect the business unit must be 

identified in a second step. The result is a 
profile of the environmental and social 
exposure of the business unit. The purpose  
of this step is to identify all the pertinent 

environmental and social aspects in order to 
obtain a comprehensive list of all possible 
strategically relevant environmental and 
social aspects. For the identification of the 
environmental and social exposure of a 
business unit two generic frameworks can be 
used. 
The first framework (see Table 1) serves to 
identify the environmental exposure of a 
business unit. The idea behind this 
framework is to identify all the 
environmental interventions which originate 
from a business unit’s operations and 
products. These interventions are eventually 
responsible for the environmental impacts 
that a business unit causes, because all 
environmental problems can finally be 
traced back to physical and/or chemical 
interventions. As an advantage the identifi-
cation of the environmental exposure of a 
business unit along with the environmental 
interventions provides a close proximity to 
the operations and products of the firm. In 
order to obtain the specific business unit 
environmental exposure all activities and 
products of the business unit must be 
checked against the categories of the frame-
work as shown in Table 1. It is important to 

 Choose strategic business unit 

Identify environmental and social exposure 

Determine strategic relevance of environmental and social aspects

Financial 
Perspective Customer 

Perspective Internal 
Process 
Perspective 

Learning  
and Growth 
Perspective 

 Non-
Market 
Perspective

 
Figure 1. Process of formulating a SBSC. 
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consider all pertinent environmental inter-
ventions in order to come up with a com-
prehensive and business unit specific profile 
of the environmental exposure which leaves 
out no possible strategically relevant 
aspects.  
 
Social aspects that are strategically relevant 
can be identified analogous to the 
environmental aspects. However, because of 
the great variety and diversity of social 
aspects and the lack of a common 
foundation in natural sciences, as can be 
found for environmental aspects, it is very 
difficult to achieve a comprehensive 

classification of social aspects. Instead, 
social aspects are heavily depend on the 
preferences and values of the different 
actors involved. It is therefore advisable to 
classify social aspects not according to 
their contents but according to the actors 
involved. The stakeholder approach pro-
vides a useful framework with which to 
classify the actors and which are 
concerned with different social claims.  
 
The social issues concerning a business 
unit can thus be identified by syste-
matically following a comprehensive 

framework of potentially relevant 
stakeholder groups. Table 2 provides such a 

framework. Potentially relevant stakeholder 
groups for a business unit can be 
distinguished into internal stakeholders, 
stakeholders along the value chain, stakehol-
ders in the local community and societal 
stakeholders. As a further, cross-sectional 
classification direct stakeholders can be 
distinguished from indirect stakeholders. 
Direct stakeholders are those groups which 
are related to the firm by direct material 
resource exchange flows, while with indirect 
stakeholders no such direct material ex-
change flows are established. As a first step, 
all pertinent stakeholder groups for a 
business unit have to be identified. In the 
second step the social claims and issues 
brought up by these groups have to be 
identified. By specifying the framework 
shown in Table 2 a specific profile of the 
social exposure of the business unit can be 
obtained. 

Environmental Exposure of a Business Unit 

Type of Environmental Intervention Business Unit specific Occurrence 

Emissions (to air, water, and soil) …   

Waste  … 

Material Input/Material Intensity … 

Energy Intensity … 

Noise and Vibrations … 

Waste Heat  … 

Radiation … 

Direct Interventions on Nature and 
Landscape 

… 

Table 2. Framework for the 
identification of the social exposure of a 
business unit. 
 

Table 1. Framework for the identification of the 
environmental exposure of a business unit. 
 

Social Exposure of a Business Unit 

Direct Stakeholders Indirect Stakeholders 

internal along the 
value chain 

in the local 
community societal internal along the 

value chain 
in the local 
community Societal 

particular stakeholder 
group 

… 

claim/issue 

...  

particular stakeholder 
group 

… 

claim/issue 

... 

particular stakeholder group 

… 

claim/issue 

... 

particular stakeholder 
group 

… 

claim/issue 

... 

particular stakeholder 
group 

… 

claim/issue 

... 

particular stakeholder 
group 

… 

claim/issue 

... 

particular stakeholder group 

… 

claim/issue 

... 

particular stakeholder 
group 

… 

claim/issue 

... 
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4.3 Determination of the strategic relevance 
of environmental and social aspects 
 
For both the conventional as well as the 
Sustainability Balanced Scorecard the 

identification and alignment of strategically 
relevant aspects is the core step. The 
purpose of this step is to translate the 
verbally formulated strategy of a business 
unit into causally linked objectives and 
indicators. As already mentioned above (see 
2.1) the Balanced Scorecard is a tool to 
identify the 15 to 25 strategically most 
relevant aspects and to link them causally 
and hierarchically to long-term financial 
success as measured by the financial per-
spective. For the formulation of a Balanced 
Scorecard, Kaplan and Norton propose a 
top-down process with which the 
strategically relevant aspects in all the 
perspectives are identified, starting from the 
financial perspective. In principle, this 
approach can also be used for the 
formulation of a SBSC. The only difference 
is that in addition to “conventional” aspects 
environmental and social aspects have to be 
considered, too. For each perspective the 
strategic core issues represented by lagging 
indicators and the performance drivers 
represented by the leading indicators have to 
be determined for the specific strategy of the 
business unit chosen. By going through the 
perspectives in a cascade-like process 

starting from the financial perspective as 
indicated in Figure 1 the hierarchical and 
causal linkage of the strategically relevant 
aspects is guaranteed. This serves to align all 
strategically relevant aspects of a business 

unit towards the successful conversion of the 
strategy and thus towards long-term 
economic success.  
Like all other business issues we can 
distinguish between three stages of strategic 
relevance of environmental and social 
aspects:  
 Environmental or social aspects can 

represent strategic core issues for which 
lagging indicators have to be defined. 
Those lagging indicators measure 
whether the strategic core requirements in 
the perspective have been achieved. 
Kaplan and Norton have proposed 
generic categories for the formulation of 
lagging indicators in each perspective 
(see Table 3). 

 Performance drivers, as represented by 
leading indicators, show how the results 
in each perspective, reflected by the 
lagging indicators, are to be achieved. 
Performance drivers are highly business 
specific but there are once again 
categories to support identification (see 
Table 4). Leading indicators will reflect 
environmental or social issues whenever 
environmental and social aspects act as 
performance drivers. 

Financial perspective Customer 
perspective 

Process 
perspective 

Learning and 
growth 
perspective 

Non-market perspective 

 Revenue growth  

 Productivity growth 

 Asset utilization 

 Market share 

 Customer 
acquisition 

 Customer retention 

 Customer 
satisfaction 

 Customer 
profitability 

 Innovation process 

 Operations process 

 Postsale service 
process 

 Employee retention 

 Employee 
productivity 

 Employee 
satisfaction 

 Freedom of action  

 Legitimacy 

 Legality 

Table 3. Generic categories for the formulation of lagging indicators. 
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 Finally, environmental or social issues 
can also represent hygienic factors, 
reflected by diagnostic indicators. 
Hygienic factors are issues which have to 
be managed sufficiently in order to 
guarantee successful business operations, 
however, addressing these factors does 
not lead to any competitive advantage. In 
other words, hygienic factors represent 
necessary but not sufficient conditions for 
a successful execution of a firm’s 
strategy. Therefore, those factors are not 
part of the Balanced Scorecard. 

Environmental and social aspects have to be 
classified and integrated into the scorecard 
system according to their strategic relevance 
just like all potentially strategically relevant 
aspects. In order to determine the strategic 
relevance of environmental and social 
aspects for each perspective a matrix as 
shown in Figure 2 on the next page can be 
used. To determine, whether environmental 
and social aspects represent strategic core 
issues, performance drivers or simply 
hygienic factors of environmental and social 
exposure are cross checked against the 
categories of lagging and leading indicators 
(see Table 3 and 4) in a cascade-like top-
down process as shown in Figure 1 for every 
perspective. It is useful to check systemati-
cally all pertinent environmental and social 
aspects by answering the following three 
questions when going through the four 
conventional perspectives: 

 Does the environmental or social aspect 
represent a strategic core issue for the 
business strategy of our business unit (  
environmental or social lagging 
indicator)? 

 Does the environmental or social aspect 
contribute significantly to a strategic core 
issue and therefore represent a 
performance driver for the business 
strategy of our business unit (  environ-
mental or social leading indicator)? 

 What is the substantial contribution of 
the performance driver to the 

achievement of a strategic core issue? 
 Is the environmental or social aspect 

simply a hygienic factor which 
necessarily has to be well managed but 
leads to no particular strategic and 
competitive advantage? 

As already mentioned above (see section 
3.4) the decision whether adoption of an 
additional non-market perspective is 
necessary can only be taken during rather 
than before the process of formulating a 
SBSC. Therefore, after having gone through 
the four conventional scorecard per-
spectives, whether strategically relevant 
environmental or social aspects exist that 
significantly influence the success of the 
business unit’s strategy via other 
mechanisms than the market system, finally 
has to be checked. This can be done by 
answering the following questions: 

Financial perspective Customer perspective Process perspective Learning and growth 
perspective 

Non-market 
perspective 

 Financial 
indicators 

 Product attributes

 Customer 
relationship  

 Image and 
reputation 

 Cost indicators 

 Quality 
indicators 

 Time indicators 

 Employee 
potentials 

 Technical 
infrastructure  

 Climate for 
action 

leading or lagging 
indicators from 
all other 
perspectives 

Table 4. Generic categories for the formulation of leading indicators. 
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 Are there any environmental or social 
aspects that influence the business unit’s 
success via non-market mechanisms? 

 Do these environmental or social aspects 
represent strategic core elements at which 
the business unit has to excel in order to 
successfully execute its strategy? 

 What is the substantial contribution of 
the performance driver to the 
achievement of the business unit’s 
strategy? 

When going through the perspectives in the 
described cascade-like manner it is 
important to remember that the causal 
relationships between the strategically 
relevant aspects identified not only exist be-
tween lagging and leading indicators within 
one perspective. Rather, all the aspects and 
indicators have to be directly or indirectly 
linked towards the financial perspective. The 
strategic core aspects and value drivers of 
the lower level perspectives in the cascade 
shown in Figure 1 serve to achieve the 
objectives set by the indicators in the upper 
level perspectives. Therefore, every time a 
move is made from an upper level 
perspective to the next lower level 
perspective in the cascade it has to be 
ensured that and shown explicitly how the 
lower level strategic core aspects and 
performance drivers contribute to the 

achievement of the objectives in the higher 
level perspective(s). This serves to establish 
the hierarchic cause-and-effect chains, 
which link all strategically relevant aspects 
towards the successful execution of the 
strategy. As discussed above (see 3.2) in 
contrast to the other scorecard perspectives 
the non-market perspective acts as a frame, 
which embeds the other perspectives. 
However, the strategic aspects of the non-
market perspective have to be linked directly 
or indirectly to the financial perspective as 
well. It is important to note in this context 
that the core aspects of the non-market 
perspective can in principle influence 
objectives in any other perspective. 
Consequently, as indicated in the last 
column of Table 4, the performance drivers 
for the non-market perspective can also be 
found in any other perspective.  
As the result of the process described above, 
all strategically relevant aspects reflected by 
appropriate lagging or leading indicators are 
part of cause-and-effect network, which 
visualises and translates the strategy of the 
business unit. By systematically going 
through the perspectives in a top down 
direction the strategic relevance of the 
pertinent environmental and social aspects is 
determined as for all other, “conventional” 
aspects. This ensures the full and value-

Figure 2.  Matrix to determine the strategic relevance of environmental and social aspects. 
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orientated integration of environmental and 
social aspects in the general management 
system.  
The process of formulating a Sustainability 
Balanced Scorecard described in this paper 
shows how environmental and social issues 
can be integrated with the general 
management of a business unit. The process 
is designed in such a way, that it can be 
applied no matter whether a conventional 
scorecard already exists prior to integrating 
environmental and social aspects. Thus the 
Sustainability Balanced Scorecard provides 
a strong tool for an integrated and value-
based sustainability management. It helps to 
overcome the shortcomings of the often 
parallel approaches of environmental and 
social management systems implemented in 
the past.  
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THE EUROPEAN COMMISSION INITIATIVE ON 
ENVIRONMENTAL ACCOUNTING.  WHAT DOES IT MEAN 
FOR MEMBERS OF THE AUSTRALIAN ACCOUNTANCY 
PROFESSION? 
 
Roger Burritt, Senior Lecturer and Sumit 
Lodhia, Associate Lecturer, School of 
Business and Information Management, 
The Australian National University and 
members of APCEA (ANU). 
 
The European Commission (EC) has 
adopted a recommendation on the 
recognition, measurement and disclosure of 
environmental issues in the annual accounts 
and annual reports of companies in the 
European Union. Roger Burritt and Sumit 
Lodhia, ask what does this recommendation 
mean for members of the profession in 
Australia.  
 
Research on environmental accounting has 
been in existence for more than a decade and 
frameworks are now beginning to emerge to 
help business to integrate environmental 
effects into their decision making (see 
Schaltegger and Burritt, 2000). Research 
and practice have come a long way in a 
short time. In Australia the accounting 
profession has become engaged with 
environmental issues. In addition, numerous 
articles on environmental accounting have 
appeared in Australian CPA, Charter and the 
Australian Accounting Review.  The two 
major accountancy bodies in Australia have 
encouraged original research in Australia 
and have promoted dissemination of high 
quality publications from overseas.  
 
The EC has accepted the need for explicit 
rules to guide disclosure of environmental 
information in corporate annual reports in 
order to facilitate comparison of 

environmental disclosures between 
companies at specific points and over time. 
The Commission encourages the integration 
of environmental with other policies, 
especially at the corporate level. Hence, its 
main concern is with harmonization of 
environmental recognition, measurement 
and disclosure in the annual reports of 
companies. This is made easier through 
comparison with relevant International 
Accounting Standards, specifically IAS 36 
on ‘impairment of assets’, IAS 37 on 
‘provisions, contingent liabilities and 
contingent assets’ and IAS 38 on ‘intangible 
assets’ and the framework on accounting 
and financial reporting for environmental 
costs and liabilities provided by the United 
Nations Working Group on International 
Standards of Accounting and Reporting in 
1998. What then does it recommend? 
 
The main recommendations in relation to 
recognition (see Box 1), measurement (see 
Box 2) and disclosure (see Box 3) have been 
summarised in separate boxes below.  
 
In practice, provisions will be shown in the 
balance sheet under ‘Other provisions’ and 
environmental liabilities should be shown in 
the balance sheet if material, although they 
will be separately disclosed in the notes to 
the accounts. Disclosure in the notes will 
include valuation methods applied 
(indicating where value adjustments are 
made), extraordinary environmental 
expenditures charged to the income account, 
details of ‘Other provisions’ and information 
about contingent environmental liabilities 
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including a sufficiently detailed narrative to 
help understanding about the nature of the 
contingency. Additional details of the EC’s 

Recommendation can be located at 
http://europa.eu.int/comm/internal_market/e
n/company/account/news/1495en.pdf 

 
Box 1: Recognition criteria  
 
Recognition  Details  
Environmental 
Liabilities  

• These should be based on a clearly defined legal/contractual 
obligation, or a constructive obligation committed to by the enterprise. 

• Recognition occurs when a reliable estimate of the costs derived from 
the obligation can be made. 

Provisions • If there is a clearly defined obligation but at the balance date the 
amount or date of the outflow of resources is uncertain a provision 
should be recognised, rather than an environmental liability. 

Contingent 
environmental 
liabilities 

• Contingent environmental liabilities are not recognised in the balance 
sheet but should appear as a note in the accounts ‘if there is a 
possibility that is less than probable’ that the environmental damage 
has to be rectified in the future and an uncertain event has not 
occurred. 

Offsetting • Environmental liabilities and expected recoveries should be 
recognised when reimbursement is ‘virtually certain’. 

• Offsets are not allowed (unless there is a legal entitlement to do so), 
and should be shown separately as assets. 

Environmental 
Expenditure  

• Environmental expenditure should be recognised as an expense unless 
it meets the criteria to be recognised as an asset set down in paras 12 –
18. Such assets are to be amortised over their useful economic lives. 

• Rights, such as pollution permits, or emission rights, if they have been 
acquired for consideration and meet the criteria to be recognised as 
assets, are to be capitalised and amortised over their expected useful 
lives. 

• If an existing fixed asset is impaired (eg land is contaminated) an 
adjustment should be made to the income account where the 
recoverable amount has fallen below the carrying amount. 

 
 
Box 2 : Measurement Criteria  
 
Measurement  Details  
Environmental 
liability 

• The measure used should be the best estimate of the expenditure 
required to settle the present obligation as at the balance date, taking 
probable future technical and legal developments into account. 

• If a reliable estimate is unavailable (cited as an ‘extremely rare’ 
situation) a contingent liability should be recorded. 

• Measurement should include the incremental direct costs of 
remediation, cost of employee compensation and benefits for 

http://europa.eu.int/comm/internal_market/en/company/account/news/1495en.pdf
http://europa.eu.int/comm/internal_market/en/company/account/news/1495en.pdf
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employees that directly spend ‘significant’ time on the restoration 
effort, post-remedial monitoring, advances in technology that will 
probably be approved by the government. 

• Measurement of environmental liabilities at present value is allowed 
where the liabilities will not be settled in the near future but the 
amount and timing of payments are fixed or can be reliably 
determined. Measurement at current cost is also acceptable. The 
measurement method chosen should appear as a note in the 
accounts. 

• If discounting is used, it should be consistently applied. 
Provisions for 
site-restoration 
and dismantling 
costs 

• Estimated expenditure recognised as a liability is to be capitalised as 
part of the cost of the related asset - that has to be dismantled and 
removed - and then depreciated. 

 
Box 3 : Disclosure Requirements  
 
Disclosure Details  
Materiality • Environmental issues should only be disclosed if they materially 

affect the financial performance or financial position of the entity. 
Document of 
disclosure 

• Disclosures may appear in the annual and consolidated annual 
report, or in notes to the accounts of annual and consolidated 
accounts. 

Purpose of 
disclosure 

• To provide a fair review of the development of the undertaking’s 
business and position to the extent that environmental issues can 
directly affect it. 

Type of 
disclosure 

• Environmental policy and programmes in relation to environmental 
protection measures. 

• Improvements made in key areas of environmental protection. 
• The extent to which improvements have been or are being 

implemented. 
• Physical information on the environmental performance of the 

business – where appropriate using relative measures (eg eco-
efficiency measures), absolute measures (eg total waste emitted) and 
comparative information with a link to monetary information on the 
balance sheet or income statement. 

• Cross references to an environmental report should one be issued, 
especially whether the report has been subject to external 
verification. 

 
What does the EC Recommendation mean 
for members of Australia’s accountancy 
profession? 
 

What this EC Recommendation means for 
the accountancy profession in Australia is 
that, following considerable evidence from 
academic research that the accounting 
profession is not engaging with 
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environmental issues, one group, the 
European Commission, has now recognised 
the situation and forced the hand of 
accountants in Europe. In Australia, similar 
responses might be expected. At present 
such engagement with environmental issues 
is still largely voluntary. However, 
accountants in Australia will be aware of 
progress, innovation and controversy 
embodied in AASB 1037: Self Generating 
and Regenerating Assets (operative from 30 
June 2001), UIG Abstract 35: Disclosure of 
contingent liabilities (operative from 2 
August 2000), and the disharmony created 
by a government requirement that 
disclosures be made in the directors’ report 
about compliance with relevant environment 
legislation under s.299 (1)(f) of the 
Company Law Review Act 1998 (operative 
from 1 July 1998 and retained in the 
Corporations Act 2001 with minor changes 
to wording).  
 
Australia’s accountancy profession finds 
itself in a difficult position. They already 
have to apply some standards that address 
environmental issues, but these are not 
complete and there is no specific standard 
addressing environmental issues. They also 
have a badly drafted legal requirement to 
make disclosures in the directors’ report. 
The accountancy bodies have encouraged 
promotion of internal environmental 
management accounting, but seems to have 
been less involved with research into 
external environmental reporting issues and 
have only more recently (see for instance, 
Australian CPA ‘Sustainable Special’ March 
2001 and the triple bottom line special 
interest group of the Institute of Chartered 

Accountants in Australia) taken up 
sustainability issues. Members might expect 
that the EC recommendation on disclosures 
will be promoted in Australia and that it 
could become the guideline for further 
developments here. To engage members in 
the process, the two accountancy bodies 
could continue with their track record of 
encouraging useful research in this area by 
seeking to build upon their strong presence 
and encouraging accounting for the 
environment to be of generic interest rather 
than of concern to a special group of 
members. This they can do by encouraging 
practitioners to develop an integrated (for 
internal and external use) and articulated 
(across income, balance sheet and 
biophysical types of information) set of 
environmental accounting and reporting 
information about the accounting entity and 
by encouraging a professional requirement 
for the study of environmental accounting 
and reporting as, for example, our 
neighbours in the Philippines are doing. The 
environment is no less important than ethics 
and this needs to be recognised as such. 
  
Roger can be contacted at 
roger.burritt@anu.edu.au, and Sumit is 
contactable at sumit.lodhia@anu.edu.au. 
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PHD IN PROGRESS – KATHLEEN HERBOHN

A Case Study of the Feasibility of 
Incorporating Non-Market Values into 
Financial Environmental Reporting 
within the Public Forestry Sector 
 
Ms Kathleen Herbohn,  
Lecturer in Accounting, School of 
Commerce, The University of Queensland, 
St Lucia, Brisbane, QLD4072, Australia. 
 
This thesis considers the feasibility of 
incorporating financial estimates of the 
externalities from forest management within 
the public sector into a financial 
environmental reporting system.  Traditional 
financial accounting decision-making and 
reporting frameworks typically exclude a 
wide range of such non-market impacts such 
as conservation of flora and fauna, improved 
water quality, and landscape aesthetic 
values.  
 
There is a reformist school of thought in 
accounting, adopted in this thesis, that 
advocates experimentation with traditional 
accounting systems to include non-market 
environmental consequences of management 
actions (e.g. Milne, 1991, Owen, 1992, Gray 
et al., 1993, Deegan, 1996, Palmer, 1998). 
Estimates of non-market values are possible 
using techniques from environmental and 
resource economics such as the contingent 
valuation method, the travel cost method 
and choice modelling experiments. 
However, because of various 
methodological and conceptual issues, no 
general environmental accounting and 
reporting framework has emerged from the 
experimentation of the 1970’s and more 
recently in the mid-1980’s and 1990’s.  
 
A reporting system was proposed in the 
thesis to incorporate non-market values into 

the operating statement, with a 
corresponding equity adjustment in the 
statement of financial position supported by 
relevant qualitative and quantitative data. 
This proposal was to be informed by 
subsequent field research.   
 
Field research was used in the thesis, with 
an explanatory case study drawn from the 
Forest Policy and Sustainable Use section of 
the Department of Natural Resources in 
Queensland.  Data were collected over a 15-
month period from observation in the field, 
documentation and semi-structured 
interviews with 13 organisational managers 
and 14 external stakeholders drawn from 
conservation groups, the timber industry, 
local business interests, government 
agencies and the community. The systematic 
analytical protocol recommended by Miles 
and Huberman (1984) was used to analyse 
the data. This protocol involves data 
reduction through coding, data display 
through matrices and network displays, and 
conclusion drawing/verification.    
 
The thesis results provide an insight into the 
reactions of organisational managers and 
stakeholders, their limited implementation 
experiences, the perceived impediments and 
potential motivating factors for reporting 
non-market values from forest management.  
The managers’ results suggest that they have 
concerns about the use of non-market 
valuation methods and that a reporting 
paradox exists.  The paradox arises since the 
characteristics that led to the selection of the 
case study organisation, such as active 
external stakeholder groups, multiple 
commercial and non-commercial objectives 
and highly visible environmental outcomes 
from resource management, were perceived 
by managers as impediments to reporting 
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non-market values.  The stakeholder results 
indicate concerns that the intrinsic value of 
forest resources would be devalued by 
treating aspects of the environment as 
commodities. However, in direct 
contradiction of managers’ predictions, the 
majority of stakeholders were positive about 
reporting non-market values because of the 
associated potential for opportunistic use in 
furthering the interests of their own 
organisations.  The inductive findings of the 
thesis regarding the reactions of the 
organisational managers and stakeholders to 
reporting the non-market values prompted a 
post-script reflection against the major 
aspects of stakeholder theory and legitimacy 
theory.     
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ENVIRONMENT EXTRA! 

SUSTAINABLE UNIVERSITIES? 
 
INVITATION to attend the second 
National Conference of Sustainable 
Universities Windows to a Greener 
Campus and Call for Papers 
 
The Steering Committee of the Second 
National Conference of Sustainable 
Universities invites you to attend this year’s 
Conference. We are seeking your interest to 
attend and or present a paper to the 
Conference forum.  
 
The National Conference of Sustainable 
Universities will be held at RMIT University 
between 3 – 5 October and is a partnership 
initiative between Monash University, The 
University of Melbourne and RMIT 
University. 
 
The Conference will draw on the 
experiences of university environmental 
managers and academics, which play an 
integral role in driving sustainable change in 
their institutions, in areas such as: 
 
• Facilities Management: Energy, Waste 

and Water 
• Building Construction: ESD Principles 
• Management Systems and Compliance: 

ISO 14001 
• Communication Systems and Methods 

• Triple Bottom Line/Environmental 
Reporting 

• Environmental Literacy/Curriculum 
Development 

• Biodiversity and Landscaping 
• Transport 
• Cultural Change: Green Office Programs 
• Strengthening Networks 
The Conference is an opportunity to share 
experiences and knowledge and to develop 
methods for universities to work together to 
achieve a sustainable future. 
 
For the preferred definition of sustainability 
etc. see:  
http://www.green-
innovations.asn.au/sustainability-getting-
orientated.htm  
To find out more about Green Innovations 
and for lots of resources on the creation of 
an ecologically sustainable economy and 
about sustainability-promoting firms, go to:  
http://www.green-innovations.asn.au/ 
 
To register for the conference or to present 
a paper please contact the Sustainable 
Universities Steering Committee via email 
to 
dmrostan@unimelb.edu.au. 
 
GREENHOUSE GAS ACCOUNTING 
 
The Greenhouse Gas Protocol proposed by 
the World Business Council for Sustainable 

mailto:k.herbohn@commerce.uq.edu.au
http://www.green-innovations.asn.au/sustainability-getting-orientated.htm
http://www.green-innovations.asn.au/sustainability-getting-orientated.htm
http://www.green-innovations.asn.au/sustainability-getting-orientated.htm
http://www.green-innovations.asn.au/
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Development and the World Resources 
Institute was the subject of discussion  and 
explanation at a workshop held in Sydney 
on March 18. Organised by SMEC 
Environment and the Sustainable Energy 
Development Authority of NSW, the 
workshop comprised the launch of the 
protocol, a range of perspectives on the 
protocol (corporate, government, NGO, 
verifier, etc) and a technical workshop 
designed to familiarise participants with the 
technical modules for computing greenhouse 
gas emissions in terms of CO2 equivalents. 
Information about the workshop is available 
on the SMEC website at 
http://www.smec.com.au/greenhouse/index.
htm.  
 
A range of interesting case studies 
examining  greenhouse gas  emission 
reduction programs are available on the Pew 
Center on Global Climate Change web site 
http://www.pewclimate.org/states/index1.cf
m . These are US based cases from 14 states. 
Cases range from renewable energy 
programs to zero-emission vehicle emission 
incentives. 
  
FRANCE TO INTRODUCE 
COMPULSORY ENVIRONMENTAL 
AND SOCIAL REPORTING 
 
In a new law, the French government is to 
require listed companies to publish 
information on the environmental and social 
impact of their activities.  

France has taken up the challenge from the 
Commission's Green Paper on corporate 
social responsibility. It has issued a legal 
obligation for all listed companies to 
account for the environmental and social 
impact of their activities in their annual 
reports. The reports must include 
information on:  

• use of water and natural resources  

• energy consumption and emissions 
of greenhouse gases  

• effects on biodiversity  

• their efforts to reduce environmental 
risks and to educate employees about 
environmental management.  

In addition, the companies must describe 
how they co-operate with trade unions, civil 
society, neighbourhood communities and 
NGOs.  
France is the third EU country to introduce 
mandatory environmental and social 
reporting (after Denmark and The 
Netherlands).  The full announcement, in 
French, can be located at 
http://www.environnement.gouv.fr/actua/co
m2002/fevrier/22-rapport-environnement-
entreprises.htm.  
 
Source: ACCA Accounting and 
Sustainability e-Newsletter 
 
ENVIRONMENTAL MANAGEMENT 
ACCOUNTING 
 
What is a cost and what is a benefit when a 
company improves its environmental 
performance? How can businesses reflect 
this in their accounts? These are among the 
questions that the Institute of Chartered 
Accountants will attempt to answer through 
an innovative new research project jointly 
funded by the Commonwealth and the 
Victorian State Government. 
 
Over $160,000 has been made available for 
the project, which will provide Australian 
business with a tangible demonstration of 
the financial benefits of improving their 
environmental performance. 
  
Announced by the Federal Minister for the 

http://www.smec.com.au/greenhouse/index.htm
http://www.smec.com.au/greenhouse/index.htm
http://www.pewclimate.org/states/index1.cfm
http://www.pewclimate.org/states/index1.cfm
http://www.environnement.gouv.fr/actua/com2002/fevrier/22-rapport-environnement-entreprises.htm
http://www.environnement.gouv.fr/actua/com2002/fevrier/22-rapport-environnement-entreprises.htm
http://www.environnement.gouv.fr/actua/com2002/fevrier/22-rapport-environnement-entreprises.htm
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Environment and Heritage, Dr David Kemp, 
and the Victorian Minister for the 
Environment and Conservation, Sherryl 
Garbutt, Australia's first Environmental 
Management Accounting Project for 
business will involve a diverse range of 
companies and accounting consultancies in 
five case studies. The companies range from 
a small manufacturing firm, a large financial 
services company and Australia's largest 
telco to an export-oriented agribusiness and 
a private girls' school. 
  
The results will be used by the Institute, 
EPA Victoria and Environment Australia to 

increase business' understanding and 
appreciation of the environmental cost and 
revenue implications of their operations. 
 
The case studies are: AMP (being 
undertaken by KPMG); Telstra (by 
Andersen); The Michel Group (by Professor 
Craig Deegan of RMIT); Methodist Ladies 
College, Perth (by BDO Consultants) 
Cormack Maufacturing (by 
PricewaterhouseCoopers). 
 
Source: 
http://accountingeducation.com/news/news2
662.html 

 

BOOK AND ARTICLE REVIEWS 

 
The Professional Accountancy Bodies and 
the Provision of Education and Training 
in Relation to Environmental Issues  
Publisher: Research Committee of the 
Institute of Chartered Accountants of 
Scotland, Edinburgh, 2001, pp.220 

 
By Rob Gray and David Collison 
 
This report canvasses a wide range of issues 
including two fundamental and three key 
research questions that will be of concern to 
members of APCEA. The fundamental 
questions examined are what do accountants 
need to know about the environment and (on 
the assumption that accountants need to 
know something) how are accountants to 
acquire this environmental knowledge 
and/or appropriate environmentally-related 
skills. To make the research programme 
manageable three further questions are 
addressed relating to change, university 
education, and the aim of the accountancy 
profession. 
1. Change: do we consider the 

“environment” as requiring only 

marginal changes to our ways of 
economic and financial organisation or 
are we to consider the profound and 
fundamental challenge of 
“sustainability”? 

2. University education: is university 
education primarily intended to prepare  
students for employment or is it about 
developing independent, critical minds 
for the broader good of society – and 
what, if any, conflict exists between 
these two aims? 

3. Aim of the profession: is accounting a 
profession that ultimately seeks to serve 
its clients or one that seeks to serve the 
public interest – and is there any 
conflict between these two? 

 
For providing guidance about possible 
answers to these questions, especially in the 
UK context, and for providing the chance 
for stimulating further thought and 
discussion that might permit findings to be 
translated into the APCEA region the 
authors are to be commended. 
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CSEAR CONFERENCE IN AUSTRALIA 

Social and Environmental Accounting 
Conference - CSEAR Down Under – 
April 14-16, 2002 
 
Victoria University and RMIT University, 
in conjunction with the Centre for Social 
and Environmental Accounting Research 
(CSEAR) from the University of Glasgow, 
are holding the 11th International Social and 
Environmental Accounting Conference 
(Summer School) at the Duxton Hotel, 
Melbourne between 14 and 16 April 2002. 
 
The conference will begin with a half-day 
workshop on 14 April on research methods 
and will be followed by a full day of 18 
papers/presentations and two plenary 
sessions. The conference concludes on 16 
April with a half-day practitioners forum.  
The plenary sessions feature Professor Rob 
Gray from CSEAR and Professor Reg 
Mathews from Charles Sturt University.  
The practitioners’ forum includes 
presentations from Ms. Joanne Saleeba, 
Environmental Manager from Telstra, Mr. 
Dan Atkins, leader of Deloitte Touche 
Tomatshu’s Environmental and 
Sustainability Group in Australia and Ms. 
Anna D’Alessandro, Senior Manager, 
Financial Policy and Compliance, 

Department of Treasury and Finance, 
Victorian State Government. 
 
Some of the topics from other papers 
include: 
• Triple bottom line reporting issues 
• Accounting for externalities 
• Social auditing and The Body Shop 
• Environmental issues and costs in 

the food and packaging industry 
• Corporate policies and sustainable 

development 
• Displaying financial environmental 

information in entity’s reports 
• Environmental collaborations in the 

building industry 
• Accounting for change in forest 

management 
• A stakeholder approach to public 

environmental reporting 
 
Further conference details and registration 
forms are available at: 
http://www.staff.vu.edu.au/Garyod/social_a
nd_environmental_discussion_group.htm 
or contact Dr. Gary O’Donovan, Head – 
School of Accounting and Finance, Victoria 
University on gary.odonovan@vu.edu.au or 
+61+3+9688 4045.

http://www.staff.vu.edu.au/Garyod/social_and_environmental_discussion_group.htm
http://www.staff.vu.edu.au/Garyod/social_and_environmental_discussion_group.htm
mailto:gary.odonovan@vu.edu.au
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For  further details contact CPA 
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in your area or visit  
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