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Executive Summary

• To be credible, measurement and reporting systems of 
any kind must be grounded in clearly articulated 
accounting principles appropriate to their scope

• None of the leading integrated and/or non-financial 
reporting standards or frameworks, however, are able to 
meet this requirement, since no such generally accepted  
principles for either form of accounting have been 
formally recognized or acknowledged by their makers
– Leading standards for integrated and/or non-financial reporting 

are therefore premature and ad hoc, not to mention inconsistent 
with one another given the lack of a common foundation

• We therefore need formal recognition of the equivalent of 
GAAP or IFRS for integrated accounting!
– A viable model for this is proposed herein: Generally Accepted 

Integrated Accounting (GAIA) Principles
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Executive Summary (cont.)

• Our initial proposal (Nov. 2020) took the form of GAAP 
for non-financial accounting, or ‘GAAP-NF’
– In hindsight, we believe this was in error, since it would only 

encourage and extend the barrier between financial and non-
financial accounting − sustainability accounting, too

• A better move, we now feel, would be to return to the 
original idea of integrated reporting, first put forward 
in the early King reports, but ultimately abandoned
– The result of the abandonment has been the subordination of 

both integrated and non-financial accounting to financial 
accounting and shareholder primacy, thereby resulting in little 
more than enhanced financial accounting (e.g., ESG)

– What we are now proposing, then, are principles for more 
robust and authentic integrated accounting that address not 
only non-financial performance, but financial performance too
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Integrated Performance

• How credible are leading reporting standards for 
integrated and/or non-financial performance?
⎯ Global Reporting Initiative (GRI)
⎯ IFRS/ISSB (forthcoming as ‘ISSB’ in mid-2023)
⎯ CSRD/ESRS (forthcoming as ‘ESRS’ in mid-2023)

• One test of a standard’s credibility is its consistency 
with underlying generally accepted accounting 
principles (e.g., financial reporting and GAAP or IFRS)
– Question: What, then, are/were the pre-existing generally 

accepted accounting principles upon which today’s 
leading integrated and/or non-financial reporting 
standards were based at the time of their creation?

– Answer: No such principles were recognized, then or now. 
Existing and forthcoming standards (ESG, too), therefore, 
were and are ad hoc/premature and largely fail to deliver!
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Integrated Performance (cont.)

• For example, GRI, ISSB and ESRS all fail to assess or 
report sustainability performance in authentic terms
⎯ How could they? They make no attempt to acknowledge, much 

less build on, generally accepted accounting principles for 
sustainability or integrated accounting as a first step

⎯ Thus, even the three leading standards themselves have taken 
inconsistent approaches to the subject, thereby begging the 
question of what the underlying principles are or should be

• And if their intellectual grounding in such accounting 
is so dubious, how can they possibly be trusted as 
indicators of organizational performance?
⎯ Answer: They can’t! Even ostensibly positive performance per 

the leading standards can be driven by activities & impacts that 
are unsustainable and which put stakeholder well-being at risk
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We Need Integrated Accounting 
Principles!

• In order to obtain meaningful measures of 
integrated performance, we need the functional 
equivalent of GAAP or IFRS for financial 
accounting, but for integrated accounting instead

• In other words, we need Generally Accepted 
Integrated Accounting (GAIA) Principles!
– GAIA Principles would provide a rigorous basis for 

integrated performance measurement and reporting (to 
which GRI, ISSB, ESRS and others could conform)

– This would make meaningful integrated accounting and 
reporting possible (i.e., for both financial and non-
financial performance), including sustainability

– GAIA Principles, in fact, already exist!
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We Need Integrated Accounting 
Principles (cont.)

• Context-based accounting* principles are already 
used for financial reporting and are also now 
explicitly called for in GRI, ESRS and the UN
– GRI: the Sustainability Context Principle

– ESRS: thresholds & allocations in environmental metrics

– UN: Sustainable Development Performance Indicators**

• Context-based principles have long been applied to 
financial accounting (i.e., fiduciary duties owed to 
shareholders for impacts on equity capital) 

• The stage is now clearly set to operationalize 
integrated accounting using context-based principles

6

*https://en.wikipedia.org/wiki/Context-Based_Sustainability
**https://cdn.unrisd.org/assets/library/reports/2022/manual-sdpi-2022.pdf 
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Reference Model for
Generally Accepted Integrated
Accounting (GAIA) Principles
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https://www.sustainableorganizations.org/Rights-Duties-Corporate-Social-Kantracts.pdf
https://www.sustainableorganizations.org/Rights-Duties-Corporate-Social-Kantracts.pdf
https://www.sustainableorganizations.org/Capital-Theory-References.pdf
https://www.sustainableorganizations.org/Thresholds-Allocations-CarryingCapacities.pdf
https://www.sustainableorganizations.org/TA-Timeline.pdf
https://www.sustainableorganizations.org/Making-Materiality-Determinations.pdf


Generally Accepted Integrated
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Intellectual History and Basis
of GAIA Principles*
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Kant, 1785
Rawls, 1971
Shue, 1980
Evan and Freeman, 1988
Bowie, 1998

Costanza et al, 1992
Wackernagel and Rees, 1996
Meadows, 1998
McElroy, 2008 

Wackernagel and Rees, 1996
McElroy, 2008
Randers, 2012
SBTN, 2020

Meadows et al, 1972
Daly, 1977
WCED, 1987
Pearce et al, 1987
Wackernagel, 1994
McElroy, 2008

Popper, 1970
Kuhn, 1970
Firestone, 1975

Pacioli, 1494
Moonitz, 1961

Grady, 1965

Freeman, 1984

Fisher, 1906
Boulding, 1949

Ekins, 1992
Elkington, 1997

Porritt, 2005
Stiglitz et al, 2009

IIRC, 2013
Gleeson-White, 2014

Ward et al, 1974
Wackernagel, 1994

GRI, 2002
McElroy, 2008

Rockstrom et al, 2009
Raworth, 2012

Dohr, 1950
Moonitz, 1961

Bernstein, 1967
Eccles and Krzus, 2015

McElroy, 2019

Pearce et al, 1987
Daly, 1996

Dresner, 2002
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*Emblematic only, not intended to be complete

(See next slide for more complete citations)
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How the Value Creation Doctrine (e.g., GAAP
and IFRS) Compares to the GAIA Principles
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Extent to Which GAAP/IFRS Conforms to GAIA Principles1

1. Accounting Entity Yes – fully conforms

2. Accounting Period Yes – fully conforms

3. Stakeholders No – is concerned only with the well-being of shareholders, very often by law

4. Duties & Obligations Yes – but only with respect to shareholders and fiduciary duties owed to them

5. Vital Capitals Yes – but only with respect to shareholder value (economic capital)

6. Carrying Capacity No – not per se, but does seek to maximize value of economic capital

7. Thresholds Yes – variously, including with respect to minimum return on capital goals

8. Allocations Yes – organizations are solely responsible for growing economic capital

9. Materiality Yes – but only with respect to investor-related needs (i.e., their decisions)

10. Sustainability No – externalizing costs in ways that degrade vital capitals is acceptable

11. Substitutability No – GAAP/IFRS is concerned with only one type of capital, economic

12. Commensurability No – GAAP/IFRS rely exclusively on monetization for all transactions

1As proposed by Mark W. McElroy, PhD, and in accordance with Context-Based Sustainability
theory and practice: https://en.wikipedia.org/wiki/Context-Based_Sustainability

Copyright © 2023 by Center for Sustainable Organizations (CSO)

https://en.wikipedia.org/wiki/Context-Based_Sustainability


Summary and Conclusions

• Mainstream integrated, non-financial, and 
sustainability accounting standards are largely 
predicated on the Value Creation doctrine or theory 
of performance endemic to shareholder primacy
– Leading standards, in particular, either disregard or 

merely gloss over longstanding sustainability principles 
in the field and focus instead on reporting only

– The result is a form of measurement and reporting that is 
ad hoc, premature, and fails to disclose either sustain-
ability or integrated performance in authentic terms

• The need for GAIA Principles is therefore urgent!
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Thank you!
Comments and suggestions most welcome

Contact Mark W. McElroy, PhD
mmcelroy@vermontel.net
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Appendix – Intellectual History of
Thresholds and Allocations
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An Intellectual History of Thresholds & Allocations
(and their underlying foundations in capital theory)

See annotations
on next slide



14 17Copyright © 2023 by Center for Sustainable Organizations (CSO)

Annotations to the Thresholds & Allocations Timeline

Cont.
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See references
on next slide

Annotations to the Thresholds & Allocations Timeline (cont.)

https://www.multicapitalism.com/Multicapitalism.pdf
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