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EDITORIAL 
 
Welcome to the first edition of the APCEA 
Journal for 2003. Voluntary initiatives are 
considered in this edition. 
 
In this issue the first article is by Roger 
Burritt from the Australian National 
University and Kathy Gibson from the 
University of Tasmania. Roger and Kathy 
examine recent developments in Corporate 
Social Responsibility (CSR) management 
standards. The International Organization 
for Standardization (ISO) is beginning to 
show an interest in CSR and is considering 
whether and how far to be involved with the 
possible development of an international 
standard. In contrast, Standards Australia 
has been much more adventurous with the 
launching of a draft Standard prepared by its 
International Committee. The authors sound 
a few words of warning about these 
developments, particularly in relation to the 
ongoing debate about the benefits and costs 
of voluntary standards. 
 
In the second article, Alex Fearnside of 
Environment Australia explains 
developments designed to encourage laggard 
corporations in Australia to adopt corporate 
Triple Bottom Line (TBL) reporting. One 
initiative being undertaken by Environment 
Australia “as a direct result of request from 
business” is the development of a guide for 
measuring and reporting on environmental 
performance, to complement the guidelines 
for Public Environmental Reporting in 
Australia. The guide, which is yet to be 
released, is said to be closely allied with the 
Global Reporting Initiative.  
 
Two comments on socially responsible 
investing and the Australian Securities and 

Investment Commission’s (ASIC’s) recent 
discussion paper on Disclosure Guidelines 
are the subject of the third article. In 
Comment 1, Kathy Gibson from the 
University of Tasmania provides 
background information about the 
development of the Guidelines. Of interest is 
the observation that ASIC has no intention 
of developing SRI standards, but Guidelines 
are likely to be based on the Global 
Reporting Initiative and TBL accounting. 
Comment 2 provides support for the 
Disclosure Guidelines from the Ethical 
Investment Association. 
 
One of the items in Environment Extra! 
covers another Guide, from the Group of 
100, and TBL reporting in Australia. There 
are many other issues raised including: a 
Code for benchmarking TBL; and the 
federal government in Australia tries to 
knock out environmental disclosure 
regulation s.299 (1)(f).   
 
A review is provided of the 2003 IGES 
International Symposium on Material Flow 
Cost Accounting, and, finally, Lorne 
Cummings overviews a recent research 
report released by The Institute of Chartered 
Accountants of Scotland (ICAS), entitled 
“Opinion Shopping and the Role of Audit 
Committees when Audit Firms are 
Dismissed: The US Experience”. 
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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 subject 
to peer review by members of the Editorial 
Board prior to publication. 

Editorial Board: 
Roger L Burritt (Editor) – The Australian National 
University, Australia 
Lorne Cummings – Macquarie University, Australia 
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CORPORATE SOCIAL RESPONSIBILITY IN 
AUSTRALIA 

 

Roger Burritt, School of Business and 
Information Management, Australian 
National University and Kathy Gibson 
School of Accounting and  Finance, 
University of Tasmania. 
 
Social responsibility of corporations is a 
controversial issue. With the advent of triple 
bottom line and sustainability reporting, 
voluntary disclosure about the social 
impacts of business has become the vogue in 
a limited group of companies. Yet, around 
the world, the vast majority of corporations 
remain completely untouched by this 
interest in reporting on Corporate Social 
Responsibility (CSR).  However, there are 
moves afoot to provide guidance to 
organisations that can see an advantage from 
instituting a CSR Program. In this article 
two developments are considered. First is 
involvement of the International 
Organization for Standardization (ISO) in 
the consideration of Corporate Social 
Responsibility issues; second is the 
publication of a Draft Standard on Corporate 
Social Responsibility by Standards 
Australia.   
 
 
ISO Involvement in CSR. 
 
On 16-17 February 2003 the ISO Advisory 
Group on Corporate Social Responsibility 
met in Geneva and recommended to the ISO 
Technical Management Board that ISO 
should prepare a technical report surveying 

the worldwide state of the art in social 
responsibility codes, guidelines and 
specifications. It also recommended that a 
justification study be carried out with the 
aim of investigating the potential 
development of social responsibility 
standards in the management systems suite 
of standards published by the International 
Standardisation Organisation that includes 
quality management and environmental 
management (see 
http://www.iso.ch/iso/en/commcentre/pressr
eleases/2003/Ref846.html). Their specific 
recommendation favours self-regulation by 
requiring that the potential standard or 
guideline include a process for the self-
declaration of conformity by organizations 
and exclude conformity assessment involving 
third-party certification.   
 
The ISO link to a CSR standard is only 
tentative at this stage. Only after the 
justification study and review and approval 
of it will the ISO decide whether to proceed 
with ISO social responsibility management 
systems standards. ISO is a profit making 
organisation and needs to assess the view of 
its supporters and potential supporters 
before venturing down this path. Hence, it 
has exhibited caution. The process of 
working towards this recommendation has 
been long and slow with a range of 
stakeholders being involved, including 
representatives of business, government 
regulators, trade unions and consumers. ISO 
considers whether the potential standard 
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could add value to already existing 
programmes for the range of issues coming 
under the scope of what has come to be 
termed corporate social responsibility. 
 
One way of adding value for ISO is to 
broaden the target market for any potential 
Standard. Hence, although the Advisory 
Group of ISO does not accept that it has a 
role in defining CSR, it does stress that it is 
not business that is targeted, but all types of 
organisation. 
 
Draft Standard on CSR from Standards 
Australia 
 
Somewhat in contrast with the ISO, 
Standards Australia, another commercial 
organisation, has aggressively jumped into 
the CSR Standards ring. On 14 January this 
year, Standards Australia issued a Draft 
Standard prepared by its International 
Committee on Corporate Social 
Responsibility.  The Draft Standard’s stated 
aim is “to provide essential elements for 
establishing, implementing and managing an 
effective Corporate Social Responsibility 
Program within an organisation” and to 
provide guidance in using those elements.  
The proposed Standard is part of Standards 
Australia’s Governance Series, which, when 
complete, will comprise five Standards on 
good governance principles, fraud and 
corruption control, organisational codes of 
conduct, whistleblowing systems, and CSR. 
 
CSR is defined in the Draft as: “A 
mechanism for organisations to voluntarily 
integrate social and environmental concerns 
into their operations and their interaction 
with their stakeholders, which are over and 
above the organisation’s legal 
responsibilities.” As with the ISO, the 
emphasis is on targeting organisations, 
rather than businesses. 
 

Three elements are emphasised in the Draft 
Standard: structural, operational and 
maintenance. 
 
The necessity for a commitment to effective 
CSR at all levels within an organisation is 
noted in the Structural Elements section, 
which also provides for a clear statement of 
policy, clearly identified responsibilities, 
adequate resources and is linked to the 
process of continuous improvement in CSR. 
 
The proposed Operational Elements include 
the identification of issues, operating 
procedures, implementation, feedback and 
record keeping.  They also provide standards 
for transparency, stakeholder engagement, 
and internal and external reporting.  In terms 
of external reporting, businesses would be 
required to adopt Sustainability Reporting, 
defined as “reporting on its financial, 
governance, social and environmental 
performance areas and indicators”.  It is 
noted that this could be included in the 
Annual Report or could be reported 
separately. 
 
Education and training is the first of the 
Maintenance Elements.  These elements also 
include communication, monitoring, review, 
accountability and third party verification.   
Accountability is identified as “appropriate 
reporting on the operation of CSR against 
best practice”, and independent third party 
verification is proposed to support the 
credibility of the entity’s commitment to 
CSR “and therefore the acceptance by 
stakeholders”. 
 
Some words of caution 
 
For each of the Elements, guidelines for 
implementation are provided, including the 
identification of CSR issues and operating 
procedures such as a “checklist type 
matrix”.  Interestingly, the Draft Standard 
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(para. 5.2.7) specifically links its reporting 
guidance to the Global Reporting Initiative 
(GRI), with users being referred to the GRI 
website for information on how to produce 
external CSR reports. Such advice does 
provide a foundation for reporting, but could 
be viewed as being too restrictive for the 
innovative thinking demanded by the search 
for sustainability solutions. 
 
The development committee was chaired by 
Henry Bosch and included amongst its 
members both CPA Australia and the 
Institute of Chartered Accountants in 
Australia, the Audit Office of NSW, the 
Australian National Audit Office, and the 
Institute of Internal Auditors.   Whilst the 
accounting profession was, well represented, 
it is notable that no environmental groups or 
broad-based social lobby groups were 
included. 
 
Some of the limits to implementing CSR 
have been well rehearsed by economists 
who argue for corporations to focus on the 
profit motive and leave social issues to 
government. The UK Environment 
Secretary has recently reiterated this line of 
argument in order to allay the fears of 
business that government support for 
voluntary management of CSR does not 
mean that they are offloading 
responsibilities to business that ‘properly’ 
belong to the state (ENDS 2003). 
Government intervention remains essential 

where meaningful actions for sustainable 
development are not adopted by 
corporations. In such circumstances the 
classical instrument of regulation is and will 
remain a key policy instrument to help set 
the boundaries of corporate behaviour. It is 
clear that the forces for self-regulation of 
CSR and classical regulation through 
command and control techniques are 
digging in for an ongoing engagement.  
 

References 
 
ENDS (2003) Beckett emphasises the limits 

to corporate social responsibility, The 
ENDS Report, Issue 337, February. 

Standards Australia (2003) Corporate Social 
Responsibility, Draft for Public 
Comment, Committee MB-004, 
www.standards.com.au

 
 
Roger can be contacted at 
roger.burritt@anu.edu.au and Kathy is 
available at kathy.gibson@utas.edu.au.  
 
 
 
 
 
 
 
 

7 

http://www.standards.com.au/
mailto:roger.burritt@anu.edu.au
mailto:kathy.gibson@utas.edu.au


8 

MAKING PUBLIC ENVIRONMENTAL 
REPORTING AS SIMPLE AS 1 2 3 

Alex Fearnside, Environment Australia 
 
Introduction  
 
There is growing pressure from the 
community, the finance sector and 
governments on organisations to improve 
and report on their triple bottom line (TBL) 
performance in an open and transparent 
way.  
 
According to KPMG1, in 2002 45 percent of 
the world’s top 250 companies published a 
separate report detailing their TBL 
performance, up from 35 percent in 1999. 
CEOs of the top 1000 international 
organisations are also starting to recognise 
the value that environmental and social 
performance and its disclosure can add to 
their organisation’s bottom line. Ernst and 
Young2 reports that 79 percent of CEOs 
surveyed within the Global 1000 believe the 
potential value of TBL reporting is either 
substantial or very substantial. The same 
report also notes that 46 percent of 
organisations surveyed currently publish 
separate reports covering aspects of TBL, 
with 75 percent planning separate reports 
covering TBL aspects within three to five 
years. 
 
However, in Australia only 14 of the top 100 
listed companies reported on TBL in 2002.  
 
                                                           

                                                          

1 KPMG Global Sustainability Services (2002). 
KPMG International Survey of Corporate 
Sustainability Reporting 2002, The Netherlands. 
2 Ernst and Young (2002). Corporate Social 
Responsibility – A Survey of Global Companies, The 
Netherlands. 

Australia’s relatively low reporting rate, 
particularly when compared with global 
trends, has significant implications for 
Australian industry, particularly with regard 
to investment and access to international 
markets. Following the adage of ‘what you 
don’t measure, you don’t manage’, low 
reporting rates also have the potential for 
significant impacts regarding the sustainable 
use of Australia’s natural resources. 
 
It is against this backdrop that Environment 
Australia (the Commonwealth Department 
of the Environment and Heritage) is taking 
an active role in working with business to 
provide information and resources that assist 
organisations to grapple with the 
complexities of improving, measuring and 
reporting their environmental performance, 
or in other words to operationalise the 
intangible concept of sustainability.  
 
One significant initiative currently being 
undertaken by Environment Australia, as a 
direct result of requests from business, is the 
development of a guide that will assist 
companies and other organisations in 
measuring and voluntarily reporting on their 
environmental performance.  
 
This guide aims to provide a clear and 
comprehensive description of methodologies 
and indicators for measuring and reporting 
on environmental performance. It forms a 
companion volume to A Framework for 
Public Environmental Reporting: An 
Australian Approach3 and complements the 

 
3 Environment Australia (2000). A Framework for 
Public Environmental Reporting. An Australian 

http://www.ea.gov.au/industry/sustainable/per/framework/index.html
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related project on social indicators and 
methodologies project currently being 
undertaken by the Commonwealth 
Department of Family and Community 
Services. 
 
The suite of indicators in the guide is closely 
aligned to the environmental indicators 
contained within the Global Reporting 
Initiative’s 2002 Sustainability Reporting 
Guidelines4 and therefore provides a basis 
for organisations to report in a manner that 
focuses on Australian needs and conditions, 
whilst also being consistent with the GRI.  
 
Objectives of the guide
 
The guide aims to provide Australian 
organisations with: 
 Guidance on the selection of suitable 

environmental indicators that are both 
relevant to Australian conditions and 
align with the GRI. 

 Simple methodologies to enable 
organisations to determine performance 
in relation to selected indicators.  

 Links to other resources to assist with 
the preparation of public environment 
reports.  

 
Who is the guide for? 
 
It is primarily targeted at first time reporters 
and is also intended to be a repository of 
relevant information for more experienced 
reporters.  
 
It is intended to be equally applicable to 
organisations going down the path of TBL 
or sustainability reporting as those preparing 
stand-alone environment reports. 
                                                                                       
Approach. Available at: 
www.ea.gov.au/industry/sustainable/per/ 
4 Global Reporting Initiative (2002). Sustainability 
Reporting Guidelines. Available at: 
www.globalreporting.org  

 
The guide recognises that one size doesn't fit 
all and therefore aims to present a range of 
indicators, methodologies and information 
to accommodate a broad spectrum of needs. 
Use of the guide is voluntary, and it is 
intended to be generally applicable across all 
industry sectors. 
 
Project Timing 
It is intended that the guide will be available 
in the second quarter of 2003.  
 
Further information: 
Environmental indicators and 
methodologies project: Richard Webb, 
Director Finance and Environment Industry 
Team, Environment Australia, on 02 6274 
1022, richard.webb@ea.gov.au
www.ea.gov.au/industry/sustainable/per  
 
Social indicators and methodologies 
project: Glennys Purcell, Director, Business 
Engagement, Department of Family and 
Community Services, on (02) 6212 9538, 
glennys.purcell@facs.gov.au
www.partnership.org.au  
 
Alex can be contacted at 
alex.fearnside@ea.gov.au This article was 
originally published in the Environment 
Engineer Journal (volume 4, number1) and 
our thanks are extended to the Journal for 
permission to reproduce it here.
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AUSTRALIAN SECURITIES & INVESTMENT 
COMMISSION AND SOCIALLY RESPONSIBLE 

INVESTING – TWO COMMENTS 

COMMENT 1: Kathy Gibson, School of 
Accounting & Finance, University of 
Tasmania.  
 
 
The Australian Securities & Investment 
Commission (ASIC) has released its 
Discussion Paper Socially Responsible 
Investing Disclosure Guidelines (ASIC, 
2002).  It aims to obtain the views of 
stakeholders on whether ASIC should 
produce guidelines on the new requirements 
of the Financial Services Reform Act “that 
all products with an investment component 
that have a product disclosure statement 
(PDS) … (should) disclose the extent to 
which labour standards or environmental, 
social or ethical considerations are taken 
into account in the selection, retention or 
realisation of the investment”.  The common 
name socially responsible investing (SRI) is 
used by ASIC to refer to these disclosures.   
 
SRI is specifically recognised in the 
Discussion Paper as a growing area of the 
investment market, of interest to an 
increasing number of consumers.  It is noted 
that at 30 June 2002, $13.9 billion was 
invested in SRI-type products in Australia, 
an increase of 32% from the $10.5 billion of 
the previous year.   In addition, there were 
74 SRI managed funds in Australia in 2002, 
representing a 61% increase over the 2001 
figure of 46 funds.  As a result of this 
growth, ASIC has identified a need for more 
consumer education, and plans to include 
some basic SRI investor education 
information on its website.  Discussions on 

this proposed initiative are also sought with 
interested stakeholders. 
 
The disclosure requirements, which are 
similar to those of the UK Pensions Act, 
now form part of the Corporations Act 2001 
(Part 7.9).   In view of the removal of s.299 
(1)(f), it is perhaps interesting that the 
Corporations Act no longer requires 
information about the environmental 
activities and effects of corporations, but 
does require information of this nature in 
relation to investing.  In fact, all investment 
products now need to address SRI issues in 
their product disclosure statement (PDS), 
even if only to say that they have not been 
taken into account.   SRI disclosure is also 
required in relation to the monitoring of 
ongoing compatibility of investments with 
the identified investment strategy, and also 
to indicate what action will be taken should 
the investments no longer meet the disclosed 
SRI approach. 
 
ASIC is given power under the Act to 
develop guidelines that must be followed in 
cases where a PDS makes a claim in relation 
to socially responsible investing.  The 
Discussion Paper examines the issue of 
whether ASIC should produce such 
guidelines, and, if so, what they should 
contain.  ASIC is not required, nor does it 
intend, to specify SRI standards or 
considerations that should be taken into 
account, or methodologies that should be 
used.  However, ASIC has indicated that it 
would take into account the disclosure 
principles of Policy Statement 168 (ASIC, 



2001) including the requirements that 
disclosure should be timely, relevant, 
complete, should promote product 
understanding and comparison, highlight 
important information, and have regard to 
consumers’ needs. 
 
In several forums already held, arguments 
for and against the development of 
guidelines by ASIC have been presented.  
The two main arguments in favour of ASIC 
guidelines are that greater certainty would 
be provided for industry about meeting its 
SRI disclosure obligations, and that 
consumers would be provided with better 
information to enable them to invest in 
accordance with their SRI goals. 
 
Several arguments were, however, raised 
against the introduction of ASIC guidelines.  
They include the following: 

• ASIC should wait until the law has 
been in operation for a period of time 
before assessing whether further 
guidance is needed; 

• Guidelines may be prescriptive and 
thus not consistent with the flexible 
nature of the PDS regime; 

• Costs will be incurred where a PDS 
already issued does not fully comply 
with the guidelines; and 

• Guidance should be provided by 
industry associations, rather than 
ASIC. 

 
In addition to a list of questions to which 
ASIC are inviting responses, the Discussion 
Paper raises many interesting research 
questions.  These range from very basic 
considerations such as the quantity of SRI 
information that a retail consumer can 
reasonably require, to what constitutes 
reasonable disclosure and on to fundamental 

considerations of what constitutes SRI for 
these purposes.  
 
ASIC considers that, should guidelines be 
provided, they are likely to be based on the 
Global Reporting Initiative (GRI) and work 
already done by organisations such as 
Environment Australia to encourage triple 
bottom line reporting.  The Discussion Paper 
also provides some suggested performance 
indicators for labour standards, and 
environmental and social considerations, 
that are consistent with the GRI.  Guidelines 
of this nature could well contribute to the 
further growth of SRI by providing 
consistent and comparable information to 
assist in reducing the overall risk of socially 
responsible investment, and, through greater 
availability of investment funds, ultimately 
assist in rewarding those companies that 
operate in a socially responsible manner. 
 
Whilst the submission period closed on 28 
February, the Discussion Paper is still 
available on the ASIC website 
www.asic.gov.au. 
 
References 
 

ASIC (2001) PS 168, Product Disclosure 
Statements, Australian Securities & 
Investments Commission, 
www.asic.gov.au

 
ASIC (2002) Socially Responsible Investing 

Disclosure Guidelines?  Discussion 
Paper, Australian Securities & 
Investment Commission, 
www.asic.gov.au December 

 
Kathy can be contacted at 
kathy.gibson@utas.edu.au. 
____________________________________
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COMMENT 2: Ross Kendall, Ethical 
Investment Association, 8 January 2003. 
 

The Ethical Investment Association (EIA) 
has welcomed proposed Australian 
Securities and Investments Commission 
guidelines on socially responsible 
investment (SRI) disclosure, saying they 
will lift investor awareness causing a surge 
in the industry. 
 
President of the Ethical Investment 
Association, Michael Walsh, said the 
Australian SRI industry could expect an 
increase in fund inflows if disclosure 
guidelines aired by ASIC in its discussion 
paper on regulation of SRI are 
implemented.  
 
“The experience of countries across Europe 
shows a strong boost to SRI from the 
introduction of SRI disclosure regulation,” 
he said. 
 
Walsh indicated that disclosure of SRI 
practices would help reduce the significant 
gap between consumers willing to 
participate in SRI and the actual uptake of 
SRI products, as research showed improved 
knowledge of SRI improves its 
attractiveness to investors. 
  
Under the Financial Services Reform Act 
(FSRA) all products with an investment 
component must include disclosure of “the 
extent to which labour standards or 
environmental, social or ethical 
considerations are taken into account in the 
selection, retention and realisation of the 
investment”. 

  
Financial product providers have already 
started to make some disclosures on SRI 
issues but the act allows ASIC to issue 
supporting guidelines if it chooses. In its 
discussion paper, released on December 19 

2002, ASIC has asked for public comment 
on whether or not it should issue such 
guidelines, and if so, what form they should 
take.  
  
The discussion paper seeks feedback on why 
financial planners should not ask their 
clients about their views on labour standards 
or environmental, social and ethical 
considerations. 
  
Walsh said this is a substantial issue because 
it will connect the current SRI disclosure 
requirements directly to retail investors.  
 
“In the past financial advisers have sat back 
and waited for their clients to raise the topic 
of ethical investments. It is now law for 
financial product providers to disclose what 
SRI policies they use and ASIC seems to be 
asking why financial planners should not go 
a step further and actively seek their client’s 
views on these types of issues,” he said. 
  
Deputy chief executive officer of the 
Investment and Financial Services 
Association, Jo-Anne Bloch said on the 
whole ASIC’s discussion paper was not 
controversial and the mainstream finance 
industry supports measures improving 
investor awareness. 
  
But she said IFSA would be seeking further 
discussion with ASIC representatives to 
better understand what financial planners 
may be required to do under any new 
proposals being considered. 
  
“We will discuss with ASIC what personal 
client views planners need (to find out) to 
provide good disclosure and advice, as 
opposed to going a bit too far and being 
invasive,” she said. IFSA is in the process of 
finalising its own set of guidelines on SRI 
disclosure independently of ASIC. 
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Bloch said it was important that disclosure 
was custom built to match the type of 
investment under consideration and a 
uniform blanket approach was not practical.  
 
The discussion paper also asks for comment 
on what type of consumer education ASIC 
could provide. 
  
Walsh said ASIC’s consumer booklet, 
produced in co-operation with the Financial 
Planning Association called “Don’t kiss 
your money good-bye” was a good example 
of what it would like to see in this area. 
 
The FPA booklet contains a list of questions 
consumers can put to their financial planners 
to keep themselves informed. 

  
Executive director of the Institute of Public 
Affairs Mike Nahan said disclosure in the 
area is important because it affects 
superannuation.  
 
He said where SRI funds charged high fees 
to cover the extra research costs involved 
with various screening techniques 
consumers needed to know exactly what 
they were paying for. 
  
The EIA said that the Disclosure Guidelines 
will give ethical managers the opportunity to 
differentiate themselves from mainstream 
investment mangers in Australia 
 
Ross Kendall can be contacted through 
http://www.ethicalinvestor.com.au. 
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ENVIRONMENT EXTRA! 
 

TRIPLE BOTTOM LINE AND THE 
GROUP OF 100. 
5 March 2003
 
How to Navigate Your Way Through the 
Triple Bottom Line – Chief Financial 
Officers  (CFOs) release a “how to” guide. 
The organisation representing the CFOs of 
Australia’s leading enterprises, the Group of 
100, has released a guide which addresses 
many of the questions its members and 
senior executives in corporate Australia are 
asking about triple bottom line (TBL) 
reporting. 

Prepared by a Working Party of the G100 
led by Garry Fowler, of Ernst & Young, 
Melbourne, the guide sets out to explain the 
concepts and issues associated with TBL 
reporting practice. 

TBL is assuming greater prominence on the 
agendas of many Australian businesses as 
well as on the agendas of public sector, 
business and professional bodies including 
the Business Council of Australia (BCA), 
the Australian Institute of Company 
Directors, CPA Australia and The Institute 
of Chartered Accountants in Australia. 

John Stanhope, National President of the 
Group of 100, said that the move towards 
greater transparency and accountability in 
public reporting is a means of meeting the 
broadening needs of stakeholders and the 
community for information on corporate 
performance in managing the 
environmental, social and economic 
dimensions (TBL) of an entity’s activities. 
“The community is increasingly demanding 

information from companies regarding their 
approach to managing the environmental 
and social impacts of their activities. 

“ The CFOs of many enterprises are often in 
the ‘front line’ when it comes to responding 
to such demands requiring them to prepare 
or overview TBL disclosures as well as 
identifying any risks or financial impacts 
associated with TBL reporting.” 

In preparing the Guide the Working Party 
identified a number of business benefits 
which flow from TBL. These include: 
 enhanced corporate reputation and brand 

benefit; 
 securing and maintaining a “social 

licence to operate”; 
 reduced risk profile;  
 attraction and retention of high calibre 

employees;  
 aligning stakeholder needs with 

management focus; and  
 improved access to the investor market.  

With the increased focus on governance, 
risk management and internal controls 
stakeholders are placing increased emphasis 
on obtaining a broader perspective on the 
overall economic impact of the activities of 
companies. The Working Party identifies a 
number of factors which are driving this 
shift in public reporting not least of which is 
the community’s general desire to 
understand better the approach companies 
are taking to managing the environmental 
and social impacts of their activities. 

“We do not view the Guide as prescriptive. 
It acknowledges that TBL is a journey, the 
form of which will depend on the objectives 
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and the strategies of particular companies”, 
said John Stanhope. 

“ We do however view it as a window into 
TBL. Something which will clarify issues 
relating to this form of reporting and provide 
‘cut through’ and an easy reference for 
senior management in Australian companies 
considering how to address this subject. 

“Already in Australia a number of major 
corporates such as Westpac, BHP Billiton, 
BP Australia and WMC Resources are 
engaging successfully with their 
stakeholders in this process. 

“Finally, the decision to undertake TBL is to 
embark on a journey. 

“Once commenced it is difficult to turn back 
and the approach adopted by a company 
today is unlikely to be the same as that 
adopted in future years.” 

For further information: copies of the Guide 
can be obtained from the Group of 100’s 
Secretariat in Melbourne [email: 
g100@group100.com.au]. 

This news is released by: The Group of 100 
http://www.group100.com.au.  
 
TOWARDS LEADERSHIP CODE 
 
The Towards Leadership Code provides one 
set of criteria for businesses to establish, 
assess and benchmark triple-bottom line 
agendas. Authored by ENERGEX in 
consultation with the Banksia 
Environmental  Foundation, the Code has 
been released with the intention of 
simplifying the process of  sustainability 
reporting, to encourage more companies 
undertake such  reporting.  
 
It aims to link effective corporate 
governance, responsible environmental 

management, corporate and social 
responsibility, economic accountability and 
sustainable business success. 
 
The Code is formulated on the conventional 
notions that long-term sustainable growth of 
the business requires: 

 economic management; 
 environmental responsibility; 
 stakeholder engagement. 

 
Achievement of these three is sought 
through committed, competent and effective 
leadership which delivers: 

 continual improvement; 
 innovation; and 
 a sustainable future. 

 
The Code is clearly linked to ideas 
stemming from the ISO 14000 
environmental management series (continual 
improvement), balanced scorecard 
(innovation) and ecologically sustainable 
development. Accountants will also note 
complementarity with the Institute of 
Chartered Accountants in Australia’s 
discussion of The Impact of Environmental 
Matters on Leadership on the Accountancy 
Profession. 
 
The Code seeks to identify the range of 
standards and guidelines (eg GRI) available 
and the role they play in the wider 
sustainability agenda. However it does not 
seek to replicate these. Instead, it seeks to 
identify a set of criteria for the organisation 
(governmental and non-governmental) to 
look at their business risk from a corporate 
governance and sustainability perspective 
and to assess their corporate agendas to 
minimise those risks and recognise possible 
business advantages to the business and its 
stakeholders, particularly shareholders. 
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Additional information, including the full 
text of the Code can be obtained by 
accessing the ENERGEX or Banksia 
websites (http://www.energex.com.au or 
http://www.banksiafdn.com), or by 
contacting the ENERGEX Environment 
Manager, Peter White, at 
peterwhite@energex.com.au.  
 
[Submitted by Karli James] 
 
CORPORATE ENVIRONMENTAL 
REPORTING IN AUSTRALIA 
 
The Government has released an Exposure 
Draft of the Corporations Amendment Bill 
2002. In the Amendments Act there is a 
provision to remove the requirement for 
companies to include in their annual reports 
details of compliance with environmental 
regulation (paragraph 299(1)(f)). Members 
will note that this has been a controversial 
issue since the introduction of the provision 
in 1999 with the federal government and 
business largely being opposed to such 
disclosures. 
 
 
ECO-LABELS MAKE PACKAGING 
MORE COMPLEX
 
Proposed amendments to the European 
Packaging directive, the new waste 
electronics directives, and new mercury laws 
passed in some U.S. states will make 
package labeling more complex, according 
to a new report "Green Labeling: Global 
Guide for Marketers in the New 
Millennium" from Raymond 
Communications, College Park MD USA. 

The report finds, for example: 
 Proposed amendments to the Directive 

on Packaging & Packaging Waste would 
make the material coding mandatory for  

      all packaging.  
 The new electronics directives will 

require new labeling on electronics for 
recycling.  

 Companies that cannot take the 
European Green Dot off their package 
for Canada may have to pay license fees 
to an Ontario trade association.  

 New mercury restrictions passed in five 
U.S. states will require disclosures on 
mercury-added products, though where 
the labels will be required will vary 
between the states.  

 New international standards, and 
European Union rules require all wood 
packaging to be treated and marked 
because of problems with insect 
infestations.  

 Japan and Taiwan require completely 
different material/recycling symbols on 
certain packages.  

The report also covers green labeling 
guidelines for the U.S. and compares them 
to ISO and ASTM definitions. 

"Only English-speaking countries seem to 
even have clear green labeling guidelines, 
and only the U.S. and perhaps the U.K. have 
ever tried to enforce such guidelines," says 
publisher Michele Raymond. While 
fraudulent claims are rare in the U.S., they 
may continue in other countries. 

The report finds that eco-labeling programs, 
such as the German Blue Angel and the 
Nordic Swan will never "harmonize" with 
each other because of cultural differences.  

American industry has shied away from 
ecolabels because the criteria can become 
obsolete quickly, and may not reward 
innovation. However, many European and 
Asian countries see them as a tool of soft 
policy. While use of an eco-label will not 
help sell products in America, an 
appropriate in-country label can be helpful 
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for marketing in the "green" countries such 
as Germany, Austria, and the Nordic 
countries. 

The report covers mandatory labeling in the 
U.S., Europe, and Asia, as well as the 
definition of terms (such as use of the term 
"recyclable"), and summarizes ecolabel 
programs globally. It provides analysis of 
some of the more complex issues, such as 
use of the Green Dot, and when and where 
green labels make sense.  
 
For further information check Raymond 
Communications, publisher of State 
Recycling Laws Update and Recycling Laws 
International at 
http://www.raymond.com/promo_raymond-
library/greenlabel.html  
 
 
LAUNCH OF GLOBAL REPORTING 
INITITIVE (GRI) FORUM JAPAN   
 
Almost 300 people attended a symposium in 
November 2002 at United Nations 
University in Tokyo to launch a new 
organisation called GRI Forum Japan. The 
Forum is independent of GRI and has four 
primary roles:  

1) translation and circulation of GRI 
documents;  

2) continuous circulation of GRI-
related information;  

3) diffusion of GRI, and education and 
advice to Guidelines users;  

4) support for making comments and 
suggestions to GRI from Japan.  

Dr Keizo Yamaji, Chairman of Japan 
Tetrapak (former CEO of Canon) is the 
inaugural chairperson of GRI Forum Japan. 
The symposium included business, NGO, 
and government speakers, and also launched 
the Japanese translation of the 2002 
Guidelines.  

For more information about GRI in Japan 
please contact Tomoo Machiba 
(machiba@globalreporting.org). 
 
ADDITIONAL COMPANIES REPORTING 
IN ACCORDANCE WITH GRI IN THE 
ASIA PACIFIC AND AFRICA REGION 
 
Some new companies disclosing in line with 
the GRI are: 

 Australian Ethical Investment Ltd. 
(Australia) 

 Daiwa Securities Group (Japan) 
 Mondi Paper (South Africa) 
 Kyowa Hakko Group (Japan) 
 Seiko Epson (Japan) 

 
Check corporate web sites for details. 
 
 
PUBLIC DISCLOSURE OF COMPANY 
INFORMATION ON THEIR OUTPUT 
OF POLLUTANTS 
 

The United Nations Economic Commission 
for Europe (UNECE) has announced a 
successful conclusion to negotiations on a 
new international treaty that will require 
companies publicly to disclose information 
on their output of pollutants.  
 
The treaty has been developed over the last 
two years under the auspices of UNECE in 
the form of a legally binding protocol to the 
Aarhus Convention on access to 
information, public participation in decision-
making and access to justice in 
environmental matters. The protocol is due 
to be signed by about 30 states from Europe 
(including the UK), Asia and Canada at a 
conference in Kiev on 21–23 May 2003.  
 
The new protocol will require companies to 
report annually on their releases into the 
environment and transfers to other 
companies of 86 pollutants that are 
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considered to pose the most significant 
threats to the environment or health. The list 
includes greenhouse gases, acid rain 
pollutants, heavy metals and cancer-causing 
chemicals such as dioxins. The information 
will be placed on a public register known as 
a pollutant release and transfer register 
(PRTR) – (termed the National Pollutant 
Inventory in Australia).  
 
Reporting will be required for a wide range 
of activities which are carried out on a 
significant scale, including refineries, 
thermal power stations, the chemical and 
mining industries, waste incinerators, wood 
and paper production and processing, and 
intensive agriculture and aquaculture. 
Although the protocol primarily focuses on 
large point sources of pollution, it also 
provides a framework for reporting on 
pollution from diffuse sources such as 
traffic, agriculture and small and medium 
sized enterprises.  
 
UNECE expect the new protocol to exert 
significant pressure on companies as they 
will not want to be identified as being 
among the biggest polluters. 
 

Further information on the PRTR Protocol 
is available from the United Nations 
Economic Commission for Europe at 
http://www.unece.org/env/pp/prtr.htm  
 
CAN THIS BE TRUE? - AUSTRALIA 
PROMOTES SOLAR POWER WITH 
WORLD’S LARGEST TOWER 
 
An Australian power company is to build a 
new solar tower in the middle of the 
country’s outback, creating the world’s 
tallest structure. 
Enviromission says the proposed tower will 
stand at a height of one kilometre and will 
cost one billion Australian dollars. 
 

It is thought that the structure could provide 
enough electricity for 200,000 homes and 
will save more than 700,000 tonnes of 
greenhouse gases, which would have been 
emitted by coal and oil fired power stations. 
  
Backed by the government, the tower will 
be built in the remote Buronga district of 
New South Wales and is scheduled to be 
completed by 2006. 
  
According to a BBC report, the structure 
will have a width the size of a football field 
and will stand in the centre of a glass roof 
spanning 7km. The sun will heat the air 
under the glass roof, causing it to rise and 
be sucked through 32 turbines. 
  
The tower will be the world’s tallest 
freestanding structure – being more than 
twice the size of the current tallest, the 
Canadian National Tower in Toronto. 

 
Source of information: Sustainable 
Development International, Monday, 6 
January, 2003 at 
http://www.sustdev.org/industry.news/2002/
06.02.03-3.shtml  
 
 

SOUTH KOREA - NEW PLAN TO 
DEPOSIT NUCLEAR WASTE NEAR 
TOWNS  
 
Associated Press reports, on 13 February 
2003, that the Ministry of Commerce, 
Industry, and Energy said it has selected 
four coastal counties as potential sites for 
the country's first-ever nuclear waste dumps. 
Two counties will be selected after a year 
long survey. Each county has at least 60,000 
residents. 
South Korea first introduced nuclear power 
in 1978 and now has 18 nuclear power 
plants in operation, but it has not built a 
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nuclear waste dump because of opposition 
from residents. The government, which has 
tried in vain to find a nuclear waste storage 
site since 1986, says time is running out 
because temporary storage facilities of 
reinforced concrete at nuclear power plants 
will be full by 2008. 

In Ulchin, a county in South Korea that is 
home to four nuclear reactors, about 2,000 
civic activists and residents peacefully 
demonstrated against the waste dump idea in 
front of the county's main office. The 
protesters said in a statement that Ulchin 
was "sentenced to death penalty" and 
pledged to fight until it is removed from the 
candidate list. Ulchin residents are 
especially angry because the government 
pledged in 1994 not to build a nuclear waste 
dump in the county. 

The usual financial ‘incentives’ are being 
offered to counties willing to accept the 
dumps. The government says it will give 
$247 million in subsidies to the two counties 
where the waste dumps will be built.  

South Korea, which lacks oil and other 
natural resources, gets 40 percent of its 
energy from nuclear power plants.  

In 1990, the government designated an 
island in South Chungcheong province as a 
waste dump site but withdrew its plan 
several months later because of violent 
protests by residents. Social outrage led to 
several people being arrested, and the 
science and technology minister stepping 
down. 
 
SUSTAINABLE DEVELOPMENT IS 
NOT WORKING 
 
The recent spate of bush fires in a drought 
struck Australia lead to various perspectives 
about how they can be controlled in future. 

For example, Mike Nahan, Herald Sun, 
Australia, 25 January 2003, writes as 
follows. 
 
“The forest fires currently ravaging 
Australia, while not avoidable, have been 
made far worse by a perverted approach to 
sustainable development. The cost of these 
policies goes beyond life and limb, to the 
long-term viability of the rural economy. 
 
The problem does not lie with the CFA and 
other forest fighters---they are, as usual, 
doing a magnificent, indeed heroic, job on a 
shoe-string budget. 
 
When the term sustainable development was 
first coined in the 1980s, it was meant to 
signify the marrying of market-driven 
economic growth and nurturing of the 
environment. Over time and in application, 
the concept has been perverted. Under the 
banner of sustainable development, resource 
industries have been garrotted, the 
environment has been nationalised, 
bureaucracy and politics have replaced 
markets, sources of funding have been lost 
and hands-off and preservation policy has 
replaced nurturing. 
 
The polices have arguably been most 
perverse in the management of State forests, 
but they affect all rural and resource 
industries. 
 
Since the 1980s, logging has been steadily 
squeezed off State land. State forests have 
been converted to National Parks - which 
have quadrupled in size - and logging has 
been banned in an ever-increasing 
proportion of State forests. As a result, 
logging is currently allowed on only 7 per 
cent of State-owned forested land and is set 
to decline further with the recently 
announced logging bans in the Otways. 

19 



 
The closure of logging has not only removed 
scarce jobs and investment from hundreds of 
rural communities, it has undermined these 
communities' capacity to manage and 
protect the environment. The fact is that 
loggers have been the backbone of the fire-
prevention and fire-fighting system. They 
have provided most of the skilled personnel, 
the equipment and the access roads. For 
example, logging contractors have typically 
provided 80 per cent of bulldozers essential 
to fighting fires. With the demise of logging, 
these skills and equipment are waning. 
 
The cessation of logging, along with the 
shift of forest to National Parks, has led to a 
sharp decline in the fire prevention. Since 
the 1950s and, following the catastrophic 
fires of the 1930s and 1940s, controlled 
burning has been widely used in State 
forests. These actions led not only to a 
substantial reduction in serious fires, but 
were proven to be advantageous to the forest 
environment. While controlled burning does 
take place in National Parks, it does so at a 
very much reduced rate. Further, over at 
least the last eight years, National Parks 
have consistently achieved less than half 
their planned level of controlled burning. 
The result has been a dangerous expansion 
in combustible material in the forest. 
 
The failure of the National Parks to 
adequately control the fire risk arises from a 
number of factors. First, while Governments 
have been willing to ban logging and open 
new parks, they have failed to fund the 
consequences of their decision. Second, the 
parks have been captured by political 
activists who demand a hands-off approach 
to Mother Earth. Third, the parks are caught 
up in bureaucracy, slow to make decisions 
and fearful of taking politically risky 
actions. 

 
Having cost lives and hundreds of millions 
of dollars damage, it is time to revisit land 
management. A royal commission into the 
current fires would be a good start.” 
 
In Canberra, the capital of Australia over 
500 houses were destroyed by bushfires 
and, while people come to terms with the 
scale of the destruction, the debate is just 
beginning about whether to replace 12,000 
hectares of managed pine forests, or to 
develop the land in some other way.  
 
Source of information: 
http://www.ipa.org.au/Media/mnhs250103.
html  
 

THIRD SURVEY OF 
SUSTAINABILITY/ENVIRONMENTAL 
REPORTS IN AUSTRALIA AND NEW 
ZEALAND 
 
SIRIS, together with SMEC has recently 
completed the third survey of 
sustainability/environmental reports in 
Australia/New Zealand.  
 
The report found that the reporting standard 
in Australia and New Zealand compares 
well with that of international reporting 
organisations. Twenty-four of some of the 
largest private and public sector 
organisations participated in this study with 
fifteen sustainability reports and nine 
environment reports being benchmarked. 
The executive summary of the report is 
available at 
http://www.sirisdata.com/user_content/site_
owner/pdf/100000436.pdf. 
 
The report shows that the reporting standard 
in Australia and New Zealand compares 
well with that of international reporting 
organisations. It also discusses trends in 
sustainability reporting and the reasons for 
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the recent increase in business transparency. 
The report closes with a discussion on 
global standards and possible future 
directions in sustainability reporting.  
 
Source: SIRIS, at http://www.sirisdata.com/  
30-1-2003. Full copies of the report are 
available for A$30. 
 
 

POLLUTION THREAT TO AUSTRALIA'S 
GREAT BARRIER REEF 
 

Thursday, February 27, 2003.  
Source: Reuters. SYDNEY — Pollution 
from farms and other human activities 
threatens Australia's Great Barrier Reef, the 
world's largest living organism, a 
government agency has said.  
The coral reef, which attracts vivid tropical 
fish and thousands of tourists a year to view 
them, may be being smothered by pollution, 
the Productivity Commission said in a report 
on the health of the 2,000 km (1,200 mile) 
reef along the Queensland coast. 

Fertilizer and pesticide use on sugar 
plantations as well as land clearing for cattle 
grazing had increased chemical and 
sediment run-offs, said the Commission, an 
advisory agency that reports on economic 
and social issues. 

"Water quality in rivers entering the Great 
Barrier Reef lagoon has declined because of 
diffuse pollutants, especially sediments, 
nutrients, and chemicals from cropping and 
grazing lands," the Commission said. "This 
diffuse pollution threatens inshore reefs and 
associated ecosystems." 

Probable effects from the pollution were 
reduced growth of coral, an inability to 
recover from hazards like cyclones, coral 
being smothered by sediment, and unusually 
high growth rates for other organisms that 

overgrow coral or support its rivals, the 
commission said. 

It said it was hard to measure in detail the 
human effect on the reef, one of Australia's 
main tourism attractions, because of a lack 
of in-depth information, research, and 
monitoring. 

The commission's findings backed other 
reports in recent months criticizing the 
ecological impact on the reef from farming. 

The sugar cane industry, which is centered 
around the Queensland town of Mackay, has 
condemned such warnings as a witch hunt 
and said tourism and urban pollution were 
just as much to blame. The industry is one of 
the main exporters of sugar in the world, 
shipping A$1.4 billion (US$848 million) 
worth overseas in 2001/02. 

The Productivity Commission also 
expressed concern about government 
drought assistance packages that do not 
encourage cattle graziers to reduce herd 
numbers in dry periods. 

With just 20 million people and 100 million 
sheep and 27 million cattle, Australia has 
gone through one of the worst droughts in a 
century. Recent rains have begun to break 
the "Big Dry" but have arrived too late for 
many crops 
 

APPEA CONDUCT FOR THE OIL AND 
GAS SECTOR. 
 
According to AAP (Melbourne, March 26) 
The Australian Petroleum Production and 
Exploration Association (APPEA) has 
unveiled a set of "Principals of Conduct" 
for appropriate business management in the 
upstream oil and gas industry.  

For further information see 
http://www.appea.com.au/
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ENVIRONMENTAL MANAGEMENT 
ACCOUNTING CASES – AUSTRALIA 
 
In 2001 and 2002 the Institute of Chartered 
Accountants in Australia joined forces with 
Environment Australia and EPA Victoria to 
undertake a number of environmental 
management accounting case studies. 
The case studies examined the 
implementation of EMA initiatives within:  
 
• Services@AMP - a service division at 

AMP  
• Cormack Manufacturing – a 

manufacturer of plastic bottles and caps 
in Sydney  

• The Methodist Ladies College in Perth   
• Michell Group – a wool and leather 

processing company in Adelaide 
 
The Hon. John Thwaites MP, Victorian 
Minister for Environment launched the 
report on Wednesday 19 February 2003.  
 
Full details are available at 
http://www.icaa.org.au/tech/index.cfm?id=A
105716607&r=can200203.  
 
ENCOURAGING GREEN FLEETS  
 
According to a new study by the American 
Council for an Energy-Efficient Economy, 
fleets can play an important role in 
introducing more fuel-efficient vehicles into 
the passenger vehicle stock. But 
governments and businesses that purchase 
large numbers of cars need some 
encouragement to do so.  
 
According to Langer and Williams (2002) 
few fleets have attempted to maximize the 
fuel economy of their vehicles to date. 
 
Fuel economy is one of the most important 
criteria for assessing a vehicle's 

environmental performance, because 
consumption of petroleum results in a large 
share of vehicles’ adverse impacts.  
 
Rental vehicles turn over very rapidly and 
dominate fleet purchases of cars, but rental 
fleets have no motivation to conserve fuel. 
Government fleets pay attention to 
environmental performance and are the 
easiest to regulate, but turn over slowly and 
are subject to numerous and sometimes 
incompatible mandates. Commercial fleets, 
whose vehicles outnumber rental and 
government fleets' combined, take an 
interest in fuel economy but have not yet 
been drawn to any significant extent into 
coordinated efforts into promote fuel-
efficient vehicles.  
 
In the USA Requirements of the Energy 
Policy Act of 1992 (EPAct) mandating 
purchase of increasing percentages of 
alternative fuel vehicles in federal, state, and 
alternative fuel provider fleets are leading to 
acquisition of a significant number of 
alternative fuel vehicles, though not in 
numbers that are sufficient to meet the 
requirements of the act. Moreover, fleets 
covered by the EPAct are only a small 
fraction of all fleets. However, cost and 
infrastructure issues have prevented 
alternative fuel vehicles from gaining a 
foothold in the general market, and even 
from claiming a major share of the fleet 
market. They currently make up about 3% of 
all US fleet vehicles.  
 
Langer and Williams (2002) outline the 
ways in which fuel efficiency in fleet 
vehicles is being encouraged. Few states 
have developed plans specifically to 
promote high fuel economy. It is local 
governments that have been most active in 
this regard, due largely to the work of the 
International Council for Local 
Environmental Initiatives.  
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Suggested incentives for encouraging fleets 
to expand their demand for fuel-efficient 
vehicles include: 

 Promote use of life-cycle costs, rather 
than purchase price, as a criterion in 
selecting vehicles.  

 Support high resale values for fuel-
efficient vehicles by extending any 
reductions in sales tax (VAT or GST in 
other countries) or other incentives to 
resale.  

 Aggregate vehicle purchases among 
jurisdictions, while ensuring that this 
does not lead to a "lowest common 
denominator" approach.  

 Engage fleet managers in efforts to raise 
manufacturers' prioritization of fuel 
economy. Fleet managers' focus on fuel 
economy of particular models with high 
fleet sales could be helpful.  

 Avoid conflicts between fuel economy 
and other environmental transportation 
priorities. In particular, avoid incentives 
to promote high fuel economy vehicles 
that result in more driving, use of 
vehicles during peak hours, greater 
tailpipe emissions, etc.  

 Consider allowing hybrids that are 
sufficiently clean and efficient to qualify 
for EPAct credit while expanding 
requirements to fleets not currently 
covered.  

 Promote high fuel economy through 
both advanced technology vehicles and 
conventional, affordable vehicles.  

 Consider ENERGY STAR®-type 
designations for vehicles and for fleet 
practices to attract fleets and raise public 
awareness of fuel economy issues.  

 Expand vehicle criteria for 
"environmentally preferable products" 
under the EPA's pollution prevention 
program to include fuel economy.  

 

The full report by Langer and Williams is 
downloadable at: 
 http://www.aceee.org/pubs/t024full.pdf  
 
Reference 
Langer, T. and D. Williams (2002) Greener 

Fleets: Fuel Economy Progress and 
Prospects, Report No. T024, American 
Council for an Energy-Efficient 
Economy. 

 

WHAT’S HAPPENING IN THE 
EUROPEAN UNION IN 2003?  
Is the USA or Europe the leader in 
addressing environmental challenges? The 
question is the subject of ongoing debate. 
The Commission of the European 
Communities  reveals its intentions for 2003 
at http://europa.eu.int/eur-
lex/en/com/cnc/2002/com2002_0590en.html
. Of course these intentions may not 
eventuate, however engagement with 
sustainable development remains important.  
 
An aim is “…to promote sustainable 
development and strengthen social and 
economic cohesion balancing 
environmental, social and economic 
concerns through implementation of the 
EU’s sustainable development strategy.”  
 
In this context a key initiative is to “Provide 
the Commission’s Spring Report for the 
European Council, assessing progress 
against the ambitious decade-long 
programme of economic, social and 
environmental change launched by the 
European Council in Lisbon in March 2000. 
This will analyse progress made, particularly 
in the Member States, against the concrete 
targets established by the Lisbon and 
subsequent European Councils and identify 
priorities for the next 12 months in order to 
keep the Lisbon Strategy on track. It will 
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also include follow-up to the Johannesburg 
World Summit on Sustainable 
Development.” 
 
Some of the political priorities include: 

• a proposed directive on groundwater 
protection, as provided for in the 
Water Framework Directive;  

• a proposal to revise the 1991 
Batteries Directive, probably 
focusing on risk-reduction measures 
for nickel-cadmium batteries;  

• a White Paper on integrated product 
policy;  

• a Green Paper on a thematic strategy 
on the sustainable use and 
management of resources;  

• proposed amendments to the 1992 
Directive on transfrontier shipments 
of radioactive waste; and  

• a proposal setting the conditions 
under which joint implementation 
and clean development mechanism 
projects can earn credits in the EU 
emissions trading scheme. 

 
One of the initiatives expected is a directive 
on public access to justice in environmental 
matters, something that should widen the 
environmental agenda from the focus on 
efficiency issues. 

  

WORKSHOPS AND CONFERENCES – REPORT 
FROM THE IGES INTERNATIONAL SYMPOSIUM 

ON ENVIRONMENTAL ACCOUNTING 2003 – 
MATERIAL FLOW COST ACCOUNTING

Karl-Heinz Feuerherd, Kobe Yamate 
University, Japan. 

Environmental Accounting in Japanese 
Corporate Management and the 
Potential of Material Flow Cost 
Accounting  

On January 31, 2003 the International 
Symposium on Environmental Accounting 
2003 was held at the International 
Convention Center in Osaka, Japan. More 
than 200 participants attended, indicating 
the high interest in this area of accounting, 
which has attained a special focus in recent 
years not only among environmental 
accounting specialists. Through the efforts 
of the Institute for Global Environmental 
Strategies (IGES) (http://www.iges.or.jp) 
located in Kanagawa prefecture and the 

staff of its Kansai Research Center the 
symposium was an inspiring event. The 
Ministry of the Environment of Japan and 
many other sponsors also contributed to the 
success of the event. 

 
In his keynote speech Professor K. Kokubu, 
from Kobe University and project leader at 
the IGES Kansai Research Center reiterated 
the importance of environmental accounting 
for environmentally conscious management, 
and for corporate management in general.  

 
Two initiatives of the Japanese government 
seem to have caused a change of behavior 
by Japanese enterprises. Guidelines from 
the Ministry of the Environment (MOE) on 
environmental accounting have sought to 
increase the disclosure of environmental 

24 

http://www.iges.or.jp/


accounting information to third parties 
based on external environmental reports. In 
parallel, the Ministry of Economy, Trade 
and Industry (METI) launched an initiative, 
which resulted in the development of 
various environmental management 
accounting tools. Among these tools 
Material Flow Cost Accounting (MFCA) is 
regarded as having a promising future. 

 
A survey performed by IGES Kansai 
Research Center revealed the actual 
behavior of Japanese enterprises in relation 
to the disclosure of environmental 
accounting information to external parties. 
Their behavior is mainly influenced by the 
MOE guidelines.  

 
Professor Kokubu raised two important 
issues to be tackled in the future by 
Japanese enterprises. First, there is the need 
to take a lead in relation to international 
practice in order to further refine the 
environmental accounting system, which is 
used to disclose information to external 
parties. Second, environmental 
management accounting needs to achieve a 
firm footing in Japanese corporate practice. 
In this connection MFCA as a method is 
thought to hold significant potential. 

 
Session 1. Environmental Accounting for 
Environmental Disclosure 

 
According to a survey conducted by the 
MOE almost 500 companies in Japan 
publish an environmental report and just 
under 600 companies were considering the 
introduction of such reports. According to 
the explanations given by K. Sawami of 
MOE the disclosure of information to third 
parties based on environmental accounting 
will steer companies towards the adoption 
of environmentally sound activities and 
procedures as well as promote the 

development of environmental 
technologies. In this regard the MOE 
emphasizes its view that companies should 
use environmental accounting, 
environmental reporting and environmental 
performance indicators as an integrated tool 
related to the disclosure of environmental 
information. 

 
The MOE is expecting that companies will 
have no choice but to disclose more detailed 
and reliable environmental information, 
because this information is becoming the 
yardstick for external parties and 
stakeholders for judging whether 
corporations are environmentally aware; a 
trend that has already been identified in 
western industrialized countries. However, 
usefulness of the information presupposes 
comparability and credibility of disclosures 
in environmental reports, a condition that, it 
is suggested, requires international 
harmonization. 

 
E. Nashioka, who is a research fellow at 
IGES Kansai Research Center, explained 
that it is the task of the Japanese Institute of 
Certified Public Accountants (JICPA) to 
guarantee the credibility of reported 
information. It was observed that there is an 
increasing need to further develop 
environmental accounting practices and 
provide more effective tools to better 
describe the state of environmental 
protection measures taken by corporations 
in Japan. At present there is still concern 
about environmental accounting as 
practiced by JICPA members. Concerns 
about the lack of information, differing 
definitions and classifications are typical. 
Therefore, the encouragement in cutting 
edge research and unification of diverse 
practices are regarded as a first step to 
improve the present situation. But it will not 
be enough to develop an accounting system 
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that provides more comprehensive 
information by amalgamating the current 
environmental guidelines. It will also be 
important to prepare the information in a 
suitable way for it to be understood by the 
target audience.  

 
No final decision has been made in Japan 
about how environmental accounting 
statements should be disclosed. Disclosure 
can principally be through a separate 
statement, or integrated in other reports. To 
assure the credibility of primary 
information the people responsible will 
need to be identified. A mechanism to 
guarantee the credibility of environmental 
information has also to be established, 
which indicates the need for improvement 
of internal control systems. Finally, 
verification will have to be undertaken by a 
third party if more objective credibility is to 
be achieved.  

 
A number of hurdles should not be 
overlooked. The new system will have to 
be established in parallel with existing 
business operations, without hindering 
progress and wealth creation.  

 
Session 2 Environmental Management 
Accounting for Better Eco-Efficiency - A 
Close Look at Material Flow Cost 
Accounting. 

 
M. Nakajima, associate professor at Kansai 
University pointed out that with the 
increasing need to strengthen the efforts of 
the management of environmental issues 
Environmental Management Accounting 
(EMA) has been developed to provide 
corporate management with necessary 
information for sound decision-making. He 
mentioned that the classical example of 
environmentally sound decision-making is 
where profit increases while the impact on 

the environment is reduced. MFCA is a 
promising approach to EMA. It is based on 
material flow, or more precisely the 
physical phenomena of mass and energy 
flows to be observed in corporate 
operations. This tool provides better 
information about physical flows and stocks 
and their interrelation. The method links 
two worlds, the world of physical 
phenomena and the world of values 
expressed in monetary units as measured by 
human beings. 

 
The foundation for MFCA analysis is a 
mass balance, or eco-balance, which helps 
to visualize and understand the total impact 
of the company’s activities on the 
environment as a whole. But it is not 
sufficient just to record total figures for 
individual emissions by type and amount. It 
is also crucial to trace these emissions back 
to their origins, because emissions are 
nothing but by-products generated by 
physical treatment of material in general 
and chemical synthesis reactions in 
particular. It is claimed that this type of in-
depth analysis will help to enforce the 
precautionary principle by encouraging 
managers to switch from end-of-pipe to 
proactive thinking, encouraged by the 
promise of improved financial performance. 

 
As Professor Nakajima forecasts, the shift 
of thinking in direction towards material 
flows, where stock is understood to be a 
flow with zero speed, will create the 
technique of “flow management”. But the 
term flow management still needs to be 
further developed, because flow 
management can focus on a single 
company, a branch of industry or a whole 
country. In any case the definition of flow 
primarily represents the movement of 
masses and energy carriers, while monetary 
flows are linked with these physical flows. 
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Professor B. Wagner, from Augsburg 
University, presented an overview of trends 
in Material Flow Cost Accounting in 
Germany. Initially came the classical 
approach to environmental protection by 
means of end-of-pipe measures based on 
recommended technology. Professor 
Wagner believes this thinking still 
dominates the minds of corporate 
management, especially in large 
enterprises.  

 
During the nineties environmental 
management systems were increasingly 
introduced, but since then the euphoria has 
vanished. The European Eco- Management 
and Audit Scheme (EMAS) seems to have 
passed its peak while the ISO 14001 
standard tries to gain acceptance at a 
similar level to its predecessor - the ISO 
9000 series on quality management. At 
present various procedures for 
environmental reporting have already been 
developed, mainly using environmental 
performance indicators (EPI), under 
guidance from different guidelines, such as 
ISO 14031 on Environmental Performance 
Evaluation. These indicators, based on 
input/output eco-balances, are used 
amongst other things for external reporting 
to assist environmental rating by third 
parties.  

 
In this connection, one future task is to 
develop a methodology that helps 
distinguish between eco-efficient and eco-
effective enterprises. A second task will be 
to integrate environmental issues in 
everyday company decision-making. The 
new type of environmentally aware 
manager in Japan must be able to recognize 
the chain of consequences caused by any 
decision, not only from the financial but 
also from the environmental point of view. 
To be able to carry this heavy burden it will 

be essential to provide management with 
much more detailed information compared 
with that provided for eco-control under 
existing practices. It is crucial to have 
access to reliable data at every stage of the 
material flow to manage this task. 

 
In principle this is not a new approach, 
because engineers have already been trained 
to optimize production processes that cause 
changes in material and energy flows. But 
now the challenge is for Material Flow 
Analysis and Material Flow Management to 
integrate judgments in terms of technical 
function, cost and environmental impact. 

 
Projects undertaken to address this task, in 
academia and by corporations, distinguish 
between macro and micro levels depending 
on the focus of the investigation. At the 
macro level the supply chain, forward and 
backward logistics, the analysis of the total 
lifecycle and aspects of material cycles and 
reuse play an important role. At the micro 
level production processes within the 
boundary of an enterprise are highlighted. 
Questions like material efficiency, material 
and energy losses in processes and 
possibilities of substitution are raised.  

 
At present these projects can be divided into 
two categories: environmental projects that 
are focusing on material flow and 
management projects, which are targeting 
monetary flows. Environmentally orientated 
projects are mainly guided by 
environmental agencies or ministries for the 
environment, whereas management projects 
are supported by business associations and 
ministries for trade and commerce. There 
have been several projects launched during 
the last five years that tried to avoid this 
one-eyed approach and use a dual-focus 
investigation instead. But these projects 
have run into the well known trap evident in 
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the Environmental Cost Accounting debate. 
They only show the cost of pollution 
prevention measures, which amplified the 
focus on finding ways for cutting down 
environmental costs while reducing the 
efforts for environmental protection. 

 
Another type of project tried to model 
material flows by using software tools like 
“AUDIT” or “Umberto” - by primarily 
modeling material and energy flows in 
terms of physical units and finally 
providing environmental indicators. These 
software tools are sometimes working as 
post-processors for data contained in ERP 
systems like SAP. Recently cost 
information has also been included in these 
tools, but this is not automatic, a fact that 
causes these tools to become more or less 
static and less flexible when conditions are 
changing or alternatives need to be 
evaluated. 

 
Professor Wagner claims that there are 
projects and efforts at the corporate level, 
which hold the most promise for the future. 
These efforts all use standard management 
information systems, such as Enterprise 
Resource Planning (ERP), to extract the 
information on material flow in physical 
and monetary terms needed on the spot by 
managers. At present Material Flow Cost 
Accounting (MFCA) has developed in 
Germany based on a number of different 
perspectives: 
• Retrieval of information from existing 

or newly introduced ERP systems 
• Restructuring of existing or newly 

introduced ERP systems to provide 
information in physical and monetary 
units 

• Achievement of physical and 
monetary transparency on all stages of 
mass flow. 
 

It is a matter of fact that an increase in 
material efficiency will be rewarded by 
lower resource consumption, emissions and 
pollution and cost reduction. Professor 
Wagner expects that in the years ahead 
much work will have to be done to collect 
data from companies to achieve this goal - 
data provided by material flow accounting. 

 
R. Pojasek, adjunct professor at Harvard 
University’s School of Public Health, 
president of Pojasek & Associates in 
Boston, USA, illustrated how process maps 
and other tools can be used to improve the 
use of flow cost accounting. The Flow Cost 
Accounting Model and its methods have 
been tested extensively in different 
continents. So-called process mapping 
consists of a hierarchical process to link 
resource, material and cost flows in a 
consistent fashion. The technique can be 
applied to any industry or service sector. 
Accounting forms are used to link 
supporting processes to the main process.  

 
The inventors of flow cost accounting say 
that a resource accounting sheet tracks all 
the resources used in each process step by 
step, taking a 360-degree look at the work 
performed at that step. Resources used up in 
an operation can be assigned a cost on the 
spreadsheet which is linked to the resource 
use recorded on the resource accounting 
sheet. Furthermore, an activity accounting 
sheet examines all the functional activities 
that are needed to manage each work step. 
The spreadsheet is linked to this sheet as 
well. The cost accounting sheet then can be 
prepared by combining the two 
spreadsheets. This Systems Approach can be 
deployed using the Flow Cost Accounting 
Model structure. And in a similar manner 
the technique described can be linked to 
existing management information systems 
such as SAP enterprise resources planning 

28 



software. 
 

An advantage of this Systems Approach is 
to go beyond the simple analysis of 
processes. It offers a systematic framework 
for facilitating process improvement 
opportunities discovered through the use of 
the Flow Cost Accounting Model or the 
hierarchical process mapping and 
accounting methods. 

 
J. Okajima from Nippon Paint Co., Ltd. 
introduced a case study as part of the IGES 
Kansai research project on Material Flow 
Cost Accounting. The key division staff 
learned about MFCA in December 2001. 
After a study tour to the factory selected for 
this trial project, a project team was 
established consisting of members from 
environmental quality head quarters, the 
accounting department, the manufacturing 
section, the center of engineering and the 
safety emergency section. This team 
became responsible for supervision of the 
project. 

 
In summer 2002 the project team began 
preparations to investigate the introduction 
of a water-based paint production line at the 
Osaka Factory of Nippon Paint as a non-
fictive task to respond to actual needs of the 
market. Data collection took two months. 

 
At the distribution center the initial material 
is stirred (mixture process) and afterwards 
treated, to achieve a uniform distribution of 
particle size (dispersion process). After 
stirring in additives (dissolution process) 
the final product is filtered, filled in 18 litre 
cans (filling operation) and shipped. 

 
To become an environmentally benign 
product the water-based paint consists of 
approx. 10 recipe components like water, 
pigment, additives and varnishes. As the 

production line is not used just to make a 
single product, it is essential to apply a 
cleaning operation after every batch of 
production. The material recovered during 
the cleaning step is stored and used again as 
starting material for another batch with the 
same composition. Therefore it is crucial to 
avoid any leakage, which would cause a 
different concentration of ingredients 
required by the recipe.  

 
One result of this project is that it became 
clear that all measures having been taken 
so-far to recover used material achieved a 
reduction of overall material of 0.14 % or 
5,000 Yen per batch (approx. $A70), which 
is a surprisingly low figure. If 30 batches 
are manufactured per year this amounts to 
150,000 Yen (approx. A$2,000). 

 
Another focus of this MFCA project was the 
actual use of electric power. In the past the 
measurement of energy consumed by 
individual machines had not been taken into 
account. Therefore the problem was how to 
relate the physical data on power 
consumption to Material Flow Cost 
Accounting. It was possible to measure the 
energy consumption of every piece of 
equipment, but the problem remained how 
to link this data to energy loss figures. As a 
solution investigation of the ‘power factor’ 
has been introduced. This is the ratio of 
effective energy that drives a machine 
compared with the apparent electric energy 
(expressed as voltage times current) 
expressed as per cent. Although the power 
ratio was, in general, 85%, cases were found 
showing a much lower figure. Based on 
MFCA results the loss factor will be used in 
future to relate it to energy costs for 
Japanese companies. 

 
Y. Kokuryo from Shionogi & Co., Ltd. 
introduced another case study on Material 
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Flow Cost Accounting, completed with the 
aid of IGES Kansai. Preparations to 
introduce MFCA started in summer 2002, 
and the project was carried out by the staff 
of the environmental management unit of 
Shionogi’s head office and its Kanegasaki 
Factory. 

 
The product that had been chosen for 
investigation was a drug substance. The 
manufacturing chain consists of three major 
stages: production of the drug substance, 
the formulation process and the packaging 
process. Production includes operations 
such as chemical synthesis, extraction, 
separation and drying. The formulation 
process contains palletizing operations and 
molding, whereas the packaging step 
consists of the activities filling up and 
packing in boxes. 

 
Pharmaceutical companies in Japan are 
obliged to apply the “manufacturing and 
control standard code” in accordance with 
“Good Manufacturing Practice (GMP)” set 
down by the Ministry of Health, Labor and 
Welfare. Mass balance information, that 
already existed for every production 
process, had to be updated and completed 
by precise checking against the master 
formula for the production process to fulfill 
the rule for mass conservation with respect 
to input/output material. 

 
By running this project Shionogi learned 
how to find a new “Kaizen” point with the 
aid of MFCA. In other words, it was 
important to understand the origin of output 
and its cost evaluation in the Kaizen 
process. Furthermore, it was essential to 
trace the flow of material back to the 
source, that is, purchase from suppliers, and 
to obtain information on upstream 
operations as far as possible. 

 

As result of this project a method for  
calculation of material cost in chemical 
synthesis was proposed that allocates a 
material’s purchase price not on simple 
weight ratio but based of the concept of 
“composition” by reflecting the material 
loss on the supplier’s side. A second result 
was that MFCA opened the door to 
information on the material loss cost rate, 
which was 24.3% of total costs, 26.2% of 
total material cost, and 14.4% of material 
cost caused by material loss through 
disposal of total material cost. From 
Shionogi’s point of view MFCA did help to 
evaluate the yield rate and losses using 
financial measures. Based on this 
experience MFCA is expected to become a 
useful future tool to help companies locate 
new “Kaizen” points. 

 
From the different presentations, the results 
of case studies and the response of the 
audience during the final panel discussion, 
it can be concluded that Material Flow Cost 
Accounting is gaining increasing attention 
amongst academia, government authorities 
and enterprises in Japan. It is accompanied 
by the expectation for building a sound 
foundation to help secure recovery of the 
competitive strength of Japanese enterprises 
and the economy. 
 

Contact: Karl-Heinz Feuerherd can be 
reached at Kobe Yamate University, 
Nakayamate-dori 6-5-2, Chuo-ku, Kobe, 
Japan 650-0004 - e-mail: karl@kobe-
yamate.ac.jp 
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NEW REPORT REVIEW 
 

Opinion Shopping and the Role of Audit 
Committees when Audit Firms are 
Dismissed: The US Experience 
 
Researcher: Clive Lennox – Hong Kong 
University of Science and Technology 
 

This research report is published by The 
Institute of Chartered Accountants of 
Scotland 
78pp: ISBN 1 871250 93 5 
 
 
The Institute of Chartered Accountants of 
Scotland (ICAS) has recently released a 
research report, titled “Opinion Shopping 
and the Role of Audit Committees when 
Audit Firms are Dismissed: The US 
Experience”.  
 
The report is an excellent contribution to 
the literature and comes at a time when the 
profession is under increasing scrutiny 
following the recent collapses of Enron in 
the United States and HIH in Australia, 
where the role of the auditors was called in 
to question. It also provides evidence on the 
relationships between senior management, 
audit firms and audit committees using data 
on listed US companies from 1996-1998. 
The report is in two stages. The first stage 
of the investigation uses a sample of 19,273 
observations to test whether US companies 
engage in opinion shopping. The second 
stage provides an analysis of 828 
dismissals, and partitions them according to 
whether they are motivated by opinion 
shopping or other reasons. 
 

The booklet begins in Chapter one by 
examining the recent accounting crises, in 
particular Enron, and the failure by audit 
firms and audit committees to ensure 
corporate governance within organisations, 
in light of perceived opinion shopping by 
corporate managers, and the incentives and 
constraints of opinion shopping. Chapter 
two provides academic research on auditing, 
opinion shopping and audit committees, 
with a conclusion that evidence remains 
mixed to date.  
 
In chapter three, the author debunks past US 
studies that opinion shopping does not 
occur, by pointing out that the testing 
methodology of these studies are flawed, in 
particular by pointing out the difference in 
motives between opinion shopping 
dismissals and other dismissals in terms of 
(i) the timing of the dismissals; and (ii) the 
size of incoming and outgoing audit firms. 
With respect to the first stage of the study, 
auditor dismissals are motivated by opinion 
shopping in 17% of cases, and for these 
dismissals there is a significant 
improvement in audit opinion. Furthermore, 
on average, opinion shopping dismissals are 
found to occur nearly two months later than 
other dismissals, and opinion shopping 
companies are more likely to hire smaller 
audit firms after dismissal. 
 
Chapter 4 examines the role of audit 
committees when companies dismiss their 
audit firms, in particular whether the audit 
committee approve the audit firm dismissal, 
and whether they participate in audit 
dismissal decisions. Results indicate that 
companies that do not have audit 
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committees are more likely to engage in 
opinion shopping compared to companies 
that have audit committees. Furthermore, 
15% of audit committees do not participate 
in auditor dismissal decisions. Audit 
committees that do participate, are also 
more likely to disapprove of auditor 
dismissals that are motivated by opinion 
shopping. Finally, there is a higher rate of 
member turnover when audit committees 
disapprove of opinion shopping, and the 
higher turnover rate is more pronounced for 
audit committee members that are 
unaffiliated with management. 
 
The report concludes in Chapter 5 by 
commenting on the type of audit firms that 
opinion shopping companies hire, and the 
need for audit firms and audit committees 
to provide more informative and timely 
disclosures. Recommendations include how 
regulators should reduce the window of 
opportunity for opinion shopping. For 
example, audit firm changes might only be 
permitted within the first nine months 
following the previous year-end. 
Furthermore, regulators should provide 
audit firms and audit committees with more 
incentives to disclose managerial 

wrongdoing, and regulatory bodies should 
use these disclosures to increase the threat 
of investigation, whilst the legal 
infrastructure should increase the threat of 
imprisonment for dishonest managers. 
Finally, US companies are required to 
disclose why companies dismiss audit firms 
(although many US companies do not 
disclose this). Recommendations are that 
UK companies adopt similar procedures, as 
UK companies are not required to disclose 
this information. 
 
Opinion Shopping and the Role of Audit 
Committees when Audit Firms are 
Dismissed: The US Experience is priced at 
£15. The executive summary is freely 
available from the ICAS website, and the 
full document is also available to purchase 
via the Institute’s web site at: 
 
http://www.icas.org.uk  
 
Reviewed by Lorne Cummings 
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