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Topic is non-financial/sustainability measurement
and reporting and my thesis about how to do it

Quick introduction to the theory and practice of
context-based sustainability (CBS)

A quick example or two

Synopsis of pros and cons

Evidence of growing acceptance of CBS
Current events in CBS
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That most of what passes for mainstream practice in
sustainability measurement, management and reporting
in business amounts to no such thing, thanks to its failure
to address impacts on vital capital resources relative to
norms, standards or thresholds for what they need
to be in order to be sustainable. A little bit like trying
to assess profitability without taking costs into account.

Such norms, standards or thresholds constitute a critical
type of context (‘sustainability context’) without which
there can be no meaningful, true or authentic sustainability
measurement, management or reporting!
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How best to include context in non-financial
measurement, management and reporting, then is
Arguably the most important research question facing
corporate sustainability management (CSM) today!
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» Norms, standards or thresholds for what impacts
on the carrying capacities of vital capital resources
would have to be in order to be sustainable

> Natural Capital
- Human Capital

> Social Capital
> Constructed (or built) Capital

» Recognizing the supply and demand for such
capitals as required to ensure stakeholder well-
being gives rise to organization-specific duties and
obligations to manage its impacts, accordingly

» This is what sustainability context is!
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Quick example of context-free CSM...

Resources
On Earth

1960 1970 1980

1990 2000 2010

Time

Source: Wackernagel et al, 2002
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Context-based CSM, by contrast...
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Source: Wackernagel et al, 2002
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CSM must focus on closing
gaps In performance!

1980 1990 2000 2010

Time

Source: Wackernagel et al, 2002
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» A 3-step process:

1. ldentify vital capitals an organization is having impact on, or
ought to be having impact on, in ways that can affect stakeholder
well-being (i.e., by affecting their carrying capacities)

2. ldentify the responsible populations for such capitals (i.e., are the
responsibilities shared or exclusive?)

3. Determine proportionate entitlements to and/or burden share for
preserving, producing and/or maintaining the related capitals
involved

This then establishes a basis for choosing norms, standards or
thresholds that can be used in measuring and assessing performance
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Context-Based Metrics (CBMs)

S A (Actual impacts on vital capital)

N (Normative impacts on vital capital)

Natural Capital: < 1.0 = Sustainable; > 1.0 = Unsustainable

Anthro Capital*: > 1.0 = Sustainable; < 1.0 = Unsustainable

*Human, social and constructed capitals
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The CSM Cycle

cElroy and Van Engelen, Corporate Sustainability Management (Earthscan, 2011)
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» Pros
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Takes impacts on the carrying capacities of vital capitals explicitly into
account

Takes impacts on human well-being (stakeholders) explicitly into
account

Allocates a fair and proportionate share of available resources and/or
the burden of creating and maintaining them to specific organizations

Makes it possible to produce numerical sustainability scores and to roll
them into unified or blended non-financial bottom lines

» Cons

o

o

Completely non-standardized and experimental at this time

Information regarding current social and environmental conditions in
the world can be ambiguous and/or hard to come by

Allocation decisions about what’s fair and proportionate can be highly
controversial (i.e., organizational entitlements and/or duties)

Copyright © 2011 Center for Sustainable Organizations

14



CBS in Practice!
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Shameless Plug:

Coming in November!

Thank you!

mmcelroy@vermontel.net
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