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Executive Summary

• In order to be credible, measurement and reporting 
systems of any kind must be grounded in generally 
accepted accounting principles appropriate to their 
scope

• None of the leading sustainability reporting 
standards or frameworks, however, are able to meet 
this requirement because no such generally 
accepted non-financial accounting principles exist!
– Leading standards for sustainability reporting are therefore 

premature, not to mention inconsistent with one another
• We therefore need the equivalent of GAAP for non-

financial accounting principles (GAAP-NF)
– One such model for GAAP-NF is provided herein
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Sustainability Performance

• How credible are leading reporting standards for 
sustainability or non-financial performance?
⎯ Global Reporting Initiative (GRI)
⎯ International Integrated Reporting Council (IIRC)
⎯ Sustainability Accounting Standards Board (SASB)

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

accepted non-financial accounting principles upon which 
today’s leading sustainability reporting standards were 
based at the time of their development?

– Answer: There weren’t any, nor are there any today! At 
best, they are therefore all ad hoc; at worst, they do not 
address sustainability performance at all.
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Sustainability Performance (cont.)

• Indeed, neither GRI, IIRC nor SASB actually assess, 
much less disclose, sustainability performance
⎯ How could they? There are no generally accepted accounting 

principles for non-financial performance for them to refer to

⎯ 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 sustainability 
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 accompanied by (unsustainable) 
behaviors that put vital resources & human well-being at risk.
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We Need Non-Financial GAAP!

• Thus, to obtain meaningful measures of 
sustainability performance, we need the 
functional equivalent of GAAP for financial 
accounting, albeit for non-financial
accounting instead – we need GAAP-NF!
– GAAP-NF would provide a rigorous basis for 

sustainability measurement and reporting (to 
which GRI, IIRC, SASB and others would have to 
conform)

– Thereby making meaningful non-financial, 
sustainability accounting (and reporting) possible
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Proposed Framework
for Generally Accepted Non-Financial 

Accounting Principles (GAAP-NF)
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https://www.sustainableorganizations.org/Capital-Theory-References.pdf
https://www.greenbiz.com/blog/2013/06/18/carrying-capacities-capitals
https://www.sustainableorganizations.org/TA-Timeline.pdf
https://www.unrisd.org/mcelroy


12 Recommended Generally Accepted 
(Non-Financial) Accounting Principles (GAAP-NF)
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How the “Value Creation” Doctrine (GAAP-F) Stacks Up 
Against the Eleven Proposed Principles for GAAP-NF
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Extent to Which GAAP-F Conforms to GAAP-NF1

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

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 – but only with respect to growth targets for economic capital

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

9. Materiality Yes – but only with respect to investor-related needs

10. Sustainability No – externalizing costs in ways that degrade capitals is the norm

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

12. Commensurability No – GAAP is concerned with only one type of capital and denomination

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
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Summary

• Mainstream non-financial accounting standards 
lack generally accepted principles of any kind
– And are further fragmented into two broad ‘camps’:      

1) value creation, and 2) sustainability

• Conventional sustainability reporting, in 
particular, disregards longstanding principles in 
the field (e.g., capital thresholds and allocations)
– Resulting in a form of reporting that claims to describe 

sustainability performance, but does no such thing

• The need for GAAP-NF is therefore urgent!
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Thank you!
Comments and suggestions most welcome

Contact Mark W. McElroy, PhD
mmcelroy@vermontel.net

mailto:mmcelroy@vermontel.net
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