THE CA SUSTAINABILITY

THREE EYES ON
THE FUTURE

The ICAS Sustainability Essay Competition, sponsored by Grant Thornton, attracted nearly 90 entries competing
for a cash prize of £3,000. The overall winner was Dave Marshall of Newton St Margarets, Herefordshire, who
argues that accountancy should escape from its Victorian viewpoint and embrace a sustainable future

ccountants
learn to
measure
financial
performance
and report
on company
activity.
These skills place them at the centre of
sustainability discussions in companies
as the business world reacts to the
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environmental and energy challenges of
the next decades. How should company
sustainability be measured and what role

¢ might accountants play?
This is the tale of the accountant with :

three eyes.
I am standing on the factory floor.

i Everything is operating as it should be. The
. renewable energy generators are keeping

energy flowing to the factory and the
houses around; monitoring systems show

that all emissions are being trapped and
sequestered in line with global protocols
and there is no waste. Everything that this

i factory produces is either sold or used by

co-factories: The natural water cleaning
system returns fresh water to the factory;
off-cut materials are used by a series of

i small producers that share the site; process
¢ steam provides heat for others. I know all

of our suppliers and exchange business
and environmental impact information

VISIBILITY OF
INFORMATION IS
IMPORTANT IN
LEVERAGING CHANGE

IN A SYSTEM AND,
‘WITHOUT INFORMATION

: FEEDBACKLOOPS,
i BEHAVIOURIS MUCH

LESS LIKELY TO CHANGE.
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with them in real time. We agree the share
of responsibility for the sustainability of
each part of the production process and
the full cost of any environmental impact

is embedded in the pricing. Most suppliers
and customers are local and the factory is a
social hub where people are welcome, and

that they come to talk is one measure of our
success. I am an accountant and everything

is in balance.

INTRODUCTION

A textbook definition of accounting
is “the art of communicating financial
information about a business entity
to users” (Elliott and Elliott 2008)
and this suggests that the information
should be seen to be both relevant
to the user and reliable. An accepted
definition of sustainability might be to
“meet the needs of the present without
compromising the ability of future
generations to meet their own needs”
(United Nations World Commission
on Environment and Development
1987). Sustainability, or the move
towards more environmentally
sustainable business, will therefore
require information that is relevant to
addressing a global and inter-temporal
issue that is generally accepted to be
of human creation. The loudest voice
now for the environment is about
the changing climate as a result of
emissions of carbon dioxide and other
gases by industrialised economies,
but maintaining a balanced ecosystem
including rich and complex biodiversity
will be fundamental to at least human
existence on this planet. It may in fact
turn out that the tipping point in this
century will be water — both from
regional shortage and flooding caused
by rising sea levels as a result of climate
change and human activity. However
energy usage, price and availability will
also be increasingly significant issues in
themselves due to our reliance on finite
oil resources. The current difficulty for
business is the need to look beyond the
traditional short-term profit motive
in order to attempt to recognise co-
responsibility for global phenomena
and to be prepared for global challenges.
There have, however, been numerous
examples of businesses who have realised
that moving towards more sustainable
ways of working has made good business
sense — for example, to control energy
costs through efficiencies and investment
in renewable energy or to reduce waste
through closed loop thinking (Hawken,
Lovins and Lovins 1999). Or simply
as a demonstration of corporate social
responsibility or a marketing device.
However, for most businesses, all that
they can see is more complexity, cost and
effort. This is where the accountant really
comes into play.

INFORMATION
The first “eye” is the need to identify

the correct information. Visibility of

. information is important in leveraging
© change in a system (Meadows 1999)

and without information feedback loops,
behaviour is much less likely to change.
There are several mechanics already

. available to collect data relevant
to environmental sustainability, in
¢ particular carbon tracking tools.

The Carbon Trust for example
(Carbon Trust 2010) has a tool that
allows greenhouse gas emissions to
be measured in tonnes of carbon

¢ dioxide equivalent. The approach is
. straightforward and can be undertaken
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WHO REALLY
REMEMBERS HOW
FAR YOU HAVE TO
DRIVE TO EMIT
ONE TONNE OF
CARBON AND
INDEED HOW BAD
THISIS EVENIN
CARBON TERMS
COMPARED TO
OTHER THINGS

- YOU MIGHT DO?

¢ by anyone right now based upon

energy bills and mileage. There are also
attempts to report performance, most
notably through the Global Reporting
Initiative (www.globalreporting.org),
an overarching attempt to encourage
businesses to pull together and report
data across a whole range of indicators
of sustainability. The problem, however,
is that data on an inconsistent basis can
be numbing. Who really remembers
how far you have to drive to emit one
tonne of carbon (4,000 miles I gather
in a standard small car) and indeed
how bad this is even in carbon terms
compared to other things you might

do — using electricity, flying, embedded
energy in food, clothes, the new TV?
The contention is, firstly, that it makes
sense to start looking at environmental
sustainability by focusing upon carbon
because that is vital, and secondly,

that although carbon emissions can

be readily measured, this needs to be
converted to money terms in order for
us to make sense of it. For at least most

i businessmen, money talks more than

carbon. The exact cost isn’t really the
issue and there are for carbon at least
accepted measurements — Stern (2007)
prices carbon dioxide at $85 per tonne

¢ based upon future modelling of the

damage caused by climate change and
the UK government is using a price for
untraded carbon dioxide based upon

£50 per tonne (DECC 2009) calculated

The prestigious
: judging panel for

the Sustainability
Essay Competition
included: Sir
David Tweedie,
President of ICAS;
Nathan Goode

head of energy,
{ environment &
i sustainability with

Grant Thornton;
Gregor Alexander,
finance director,
Scottish & Southern
Energy; and two
members of the

: ICAS Sustainability
i Advisory Group,
i Martin Young

(the group’s
chairman) and John
McAreavey.

The winners were:
First: Dave Marshall

i Second: Matthew
i McGeehan

i Third: Samuel

McClemont

Best under 25:
Daniel Johnson
The judges praised
the “visionary

: and aspirational
i introduction” of
i Dave Marshall’s

winning essay,
adding: “[It]
encompassed
sustainability in its
broadest context
and did not simply

: focus upon the
i environmental
: impact. It stressed

the need to

revisit our current
economic models
based on Victorian
value of the
availability of
limitless resources.

i It called upon
i accountants to

use their power
and imagination to
produce accounts
that address the
planet’s future
challenges.”

: The competition
: was sponsored by
i Grant Thornton.

Dave Marshall’s
winning essay
(including
references), the
runners-up and the
Under 25 winning

: entry can all be
i found at icas.org.
: uk/sustainability

prizeessay/ The
essays from the
two runners-up
and the Under 25
category winner
will be published

i in a future issue
i of The CA
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from the cost of mitigation. After
carbon we can think about water and
biodiversity and other key elements of
environmental sustainability, but this is
the start.

INTERNALISATION

Our current economic model,
reflected in accounting, is founded in a
Victorian world of essentially limitless
resources. A sustainable economic
model will need to take into account the
fact that on this planet, the resources
or capitals that we are using are wider
than traditionally described, and include
mutual relationships with natural capital,
the air, soil and plants and all biological
systems that support life (Hawken,
Lovins and Lovins 1999). These capitals

are also finite. The second “eye” therefore :
Cto agree share of responsibility for both

© the materials used in production and the
. use of the products by consumers. The

¢ accountant will be a central player.

explores the failure to account for our
impact upon the natural environment.
This was described by Al Gore, former
US vice president, as “partial blindness”,
suggesting that “to exclude inconvenient
facts from what is good and what is

bad is a form of dishonesty” (Gore
2000). Accountants have ignored
externalities in calculating profitability,
but such external costs (or benefits) are
simply caused by where the boundary
of responsibility is drawn around the
business. This line is arbitrary and
indeed, as noted by Howes (2004),

i European governments are committed
| to ataxregime that can switch what were :
. once external costs into internal costs A
: through taxation in particular. Landfill

. taxand the climate change levy are

! cases in point, as is fuel duty at least at

© some level and carbon trading for major
. producers The accountant has a role in

drawing the business’ boundary more
widely, at the very least because it makes
business sense to be ready for future cost
increases or imposed restrictions. More
inclusively expressed accounts would
incorporate impacts beyond the business
gates and across the whole product
lifespan, including end oflife disposal.
This will promote decision-making to
address the most unsustainable parts of
the business and encourage informed
discussions throughout the supply chain

IMAGINATION

An imaginative accountant can really
inspire. Accountants are considered
to be dull - this is the press stereotype
- an article in The Independent cited
research into emotional intelligence
in the professions that suggested that
the people who chose to become
accountants lack empathy with others
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(The Independent 2000). So if an
accountant stands up for something,
or says something differently, people
take note.

The third “eye” is to envisage
the future now with imagination
and inspiration, to engage with the
sustainability debate and to just
get on and produce accounts that

. are different and not to be afraid to
i account in different ways for different

audiences. Accountants may be thought
of as boring, but they have also been
characterised as “constructors of reality”
(Morgan 1988) as the information that
they provide presents their extracted

¢ view of the world.

Thus: “We create a picture of an
organisation, or the economy, whatever
you like, and on the basis of that picture
(not some underlying ‘real’ reality of
which no one is aware) people think and
act. And by responding to that picture of
reality, they make it so: it becomes real
in its consequences.” (Hines 1988)

We are more powerful than we
realise. By moving to participate fully in

; business and community conversations
¢ about sustainability and by taking

ownership for a broader view of reality,
we can inspire people to think deeply
about our place on the planet and be
the difference in balancing human

¢ endeavour with more sustainable living.

CONCLUSION

Let’s get on and monetise
information, by exploring and
internalising the wider impacts of
company activity, throwing off the
cloak to reveal ourselves as creative and
inspiring leaders of the change that is
needed to address the environmental

i and energy challenges of the future. ll



