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GRI, Sustainability Reporting Guidelines, G2, 2002
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[S]ustainability reporting draw significant meaning from the larger
context of how performance at the organisational level affects
economic, environmental, and social capital formation and
depletion at a local, regional, or global level.

[S]imply reporting on the trend in individual performance (or the
efficiency of the organisation) leaves open the question of an
organisation’s contribution to the total amount of these different
types of capital.

[P]lacing performance information in the broader biophysical,
social, and economic context lies at the heart of sustainability
reporting.

[R]eporting organisations should consider their individual
performance ... in the context of the limits and demands placed on
economic, environmental, or social resources at a macro-level.

Regenaration


https://www.r3-0.org/wp-content/uploads/2020/03/GRIguidelines.pdf
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GRI, Sustainability Reporting Guidelines, G2, 2002
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[S]ustainability reporting draw significant meaning from the larger
context of how performance at the organisational level affects
economic, environmental, and social capital formation and
depletion at a local, regional, or global level.

[S]imply reporting on the trend in individual performance (or the
efficiency of the organisation) leaves open the question of an
organisation’s contribution to the total amount of these different
types of capital.

[P]lacing performance information in the broader biophysical,
social, and economic context lies at the heart of sustainability
reporting.

[R]eporting organisations should consider their individual
performance ... in the context of the limits and demands placed on
economic, environmental, or social resources at a macro-level.


https://www.r3-0.org/wp-content/uploads/2020/03/GRIguidelines.pdf

Capitals Disappear from G3
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Sustainabality Reporting Guidelines

SUSTAINABLE
GANIZATIONS

performmance. The relationship between sustainabidity and
onganirational stratedy should be made clear s thould
tha comtint within witich performmance i napormed

Tasts:

B Theomganization presents its understanding of
sustainalli developrent and deaws o objctive
el avalalie indomeation as well as measunss of
sustainabe devropment Tor th topics covered in
Hree repor.

E  The cegaciration prisents ith pedcrmande with
reference 1o broader srainabbe development
conditions and goals, & reflected in recogrized
secioral, local. reglonal. andrior global publications.

Tha cegarsration prewes ith perlsrmano in
& AP thal ATSMPS 00 COMETILINEANE The
rragnibace of &: impact and contribstion in
apprapriste geographical confexis.
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Some Important Works in the Literature On
The Capital Theory Basis of Sustainability

Becker, G. (1993[1964]) Human Capital, University of Chicago Press, Chicago

Boulding, K. (1949) ‘Income or welfare’, The Review of Economic Studies, vol 17, no 2,
pp77-86

Boulding, K. (1966) ‘The economics of the coming spaceship earth’, in H. Jarrett (ed)
Environmental Quality in a Growing Economy, Johns Hopkins Press, Baltimore

Carlowitz, H.C. von (1713) Sylvicultura Oeconomica, Johann Friedrich Brauns, Leipzig

Cavaleri S. et al (2010) ‘Measuring organizational sustainability: the adaptive quadruple
bottom line scorecard’, Dimensions, vol 1, no 2

Coleman, J. (1990) Foundations of Social Theory, Belknap Press, Cambridge, MA

Costanza, R. and Daly, H. (1992) ‘Natural capital and sustainable development’,
Conservation Biology, vol 6, no 1, pp37-46

CSO, Some Important Works in the Literature on The Capital Theory Basis of Sustainability

Resilience


https://www.sustainableorganizations.org/Capital-Theory-References.pdf
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GRI, Sustainability Reporting Guidelines, G2, 2002
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[S]ustainability reporting draw significant meaning from the larger
context of how performance at the organisational level affects
economic, environmental, and social capital formation and
depletion at a local, regional, or global level.

[S]imply reporting on the trend in individual performance (or the
efficiency of the organisation) leaves open the question of an
organisation’s contribution to the total amount of these different
types of capital.

[P]lacing performance information in the broader biophysical,
social, and economic context lies at the heart of sustainability
reporting.

[R]eporting organisations should consider their individual
performance ... in the context of the limits and demands placed on
economic, environmental, or social resources at a macro-level.


https://www.r3-0.org/wp-content/uploads/2020/03/GRIguidelines.pdf

Limits & Demands: Thresholds
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https://www.stockholmresilience.org/research/planetary-boundaries.html
https://www.thelancet.com/journals/lanplh/article/PIIS2542-5196(17)30028-1/fulltext
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[S]ustainability reporting draw significant meaning from the larger
context of how performance at the organisational level affects
economic, environmental, and social capital formation and
depletion at a local, regional, or global level.

[S]imply reporting on the trend in individual performance (or the
efficiency of the organisation) leaves open the question of an
organisation’s contribution to the total amount of these different
types of capital.

[P]lacing performance information in the broader biophysical,
social, and economic context lies at the heart of sustainability
reporting.

[R]eporting organisations should consider their individual
performance ... in the context of the limits and demands placed on
economic, environmental, or social resources at a macro-level.


https://www.r3-0.org/wp-content/uploads/2020/03/GRIguidelines.pdf

Allocations
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Illustrative concept of a volumetric context-based water metric

Total annual precipitation
(i.e., sum of available
renewable water resources)

(|
- ——

B 4

Terrestrial ecosystems
Evapotranspiration

Freshwater ecosystems
In-stream flow requirements

Human consumption
(Human Right to Water)

Economic & social water allocation

#r3dot0 Dobson and Morgan (2017), adapted from McElroy (2016)

Resilience
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* [S]ustainability reporting draw significant meaning from the larger
context of how performance at the organisational level affects
economic, environmental, and social capital formation and
depletion at a local, regional, or global level.

A TRFTT TR, * [S]imply reporting on the trend in individual performance (or the
. efficiency of the organisation) leaves open the question of an
organisation’s contribution to the total amount of these different

types of capital.

GUIBELINES

* [P]lacing performance information in the broader biophysical,
social, and economic context lies at the heart of sustainability
reporting.

* [R]eporting organisations should consider their individual
performance ... in the context of the limits and demands placed on
economic, environmental, or social resources at a macro-level.

#r3dot0 GRI, Sustainability Reporting Guidelines, G2, 2002 11


https://www.r3-0.org/wp-content/uploads/2020/03/GRIguidelines.pdf
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Performance Disappears from Universal Standards

Find (1/4)
Sustainability context

Requiremant Previous Next
8. The organization shall report information aboat its [mpagts in the wider context of sustainable development.

Gusdance

Sustainable development has been defined as ‘development which meets the needs of the present without
compramising the ability of future generations 1o meet their awn needs’ [5]. The objective of sustainability reporting
wsing the GRI Standards is fo provide fransparency on how an grganization contributes or aims to contribute to
susiainable development. For this punpese, the arganization needs to assess and report information about its
impacts in the wider context of sustainable development

To apply the Sustainability context principle, the organization should: Find (1/4)
draw on objective information and authoritative measures on sustainable development to report information about in LS

its impacts (e.g.. scientific research or consensus on the limits and demands placed on environmental
resaurees); performance F o )

repart information about s impacts in relation 1o sustainable development goals and conditions (e.g., reparting
total greenhouss gas [GHG] emissions a8 wall 48 reduchons in GHG emissions in relation ts the goals sst aut in
the Linited Nations [UN] Framework Convention on Climate Change [FOCC] Paris Agresment [4]) Previous MNext

= report information about its impacts in relation to socielal expectations and expectations of responsible business
conduct set cut in authoritative intergovernmental instruments with which the organization is expected to comply
{e.g.. Organization far Economic Co-operation and Development [DECD] Guidelines for Multinalional Enferprises
3], UN Guiding Principles on Business and Human Rights [5]) and in other recognized sector-specific, local,
regicnal, or glebal instruments;

= if operating in a range of locations, report information about its impacts in relation to appropriate local contexts
{e_g.. reporting total water use, as well as water use relative to the sustainable thresholds and the social context of
given catchments).

Understanding the sustainability context provides the organization with critical information to determine and report on
its material topics (see GR! 3: Mafenal Topics 2027). The GRI Sector Standards describe the sectors’ context and can
help the organization understand its sustainability context.

#r3dot0 GRI, Universal Standards, 2021 12



Performance Disappears from Universal Standards (@ﬁggﬁﬂﬁ%g Gl Foene

Barbara Strozzilaan 336

103 HM Amsterdam
The Metherlands
sbgecretariali@globalreporting. of

GRI Universal Standards Project -
GSSB basis for conclusions

Summary of Public Comments on the Exposure
Draft of the Standards, and GSSB Responses

Data & Oclober 2021

Project GRI Universal Standards Project

Description  This document summarizes the significant issues from comments received an the
niversal Standards exposure drafl, during the public comment period fram
11 June 2030 to 9 September 2030, and the G558 responses to the significant
issues raised,
The full st of public comements can be downloaded from the Review of the
Universal Standards project page on the G558 website.

The GRI Universal Standards 2021 can be downloaded here

egenaration

b) Sustainability context principle
Five respondents commented on the Sustainability contexd principke, including one respondent who
submitied their commends on behalf of 19 individuals. These respondents:

= enpressed support for the retention of the Sustainability conbext principle;
»  suggesbed retaining the perfonmance-based descriplion of the principle and adding guidance
about how o apply the principle, based on considerations of:

o integrating stakeholder perspactives;

o impacts on natural, human, social, and constructed (or bul) capital stocks;

o fair and proportionate allocatans of camrying capacities of natural stocks or of shaned
or exclusive burden to produce andior maintain anthropogenic capitals to individual
organizations;

o context-based meltncs.

GE58 responde; Wording in the guidance o ihe Sustawmabillly cantex! principle has been amended o
clarfy that an onganization must A5ess &2 iMpacts in the wider conhext of sustainable deveiopment,
inciuding v redation fo consensws an the lmifs and demands placed on enviromwnenisl resowces,
sustainabie development goals and conditions, sociefal expectalions and expectalions of respansible
business congue! sef out in authorifative infergovernments insfruments, and k1 relation fo approgriale
Iocal contexts. See Sustanahilily confext principle in GRI 1; Foundation 2021,

Mo further changé has béen made 1o the guidanes of the Sustaiabilty conlet princiok, wsing the
fatlowing rationals:

= Stakehoider perspectives and stakeholder engagement are foundstiona! concepts and
requiraments in the GRI Standards. See the key concepls of mpact’, ‘malenal fopic’, and
‘stakaholder’ it section 2 of GRI 1: Foundation 2021, Disciosures 2.29 and 2-30, and
requirements 3. 12-b-l, 2-20-a-, and 2-20-b tn GRI 2: General Disclosures 2021, and
requirements 3-1-b and 3-3-f in GRI 3; Malerial Topics 2021 respectively.

+  Impacts an the sconomy. amirenment, and people, including impacts an their human rights,
is the foundational concept in the GRI Standards. See the key concepts of impact” and
matenal loples” in section 2 of GRI1: Foundation 2021,

= The GRI Standards do not sof allecalions, goals, lengets, resholos, of any other
benchmarks for good or bad performance, The GRI Sfandands contain references fo, and
discioswes based on, expectations for responsible business conduwet sef out in authortative
intergovernmental instriments. The GRI Standards enabie organizatons fo report information
that can help fformation Lsers make assessments about the organization’s impacfs an the
ecanamy, environment, and peaple, and thus how the orgamizabion confibules fo sustainabie
deveiopment and meeis the expectations sef oul it suthontalive ntergovemmental
instriments.

#r3dot0 GSSB, Basis for Conclusions, 2021 13


https://www.globalreporting.org/media/0ymfh0xu/gssb-basis-for-conclusions_gri-universal-standards-project.pdf

Implementation Frameworks: CBS, MCS

WIKIPEDIA
The Free Eneyelopedia

Main page
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Random article
About Wikipedia
Contact us
Donate
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Racent changes
Upload file

#r3dot0

Article  Talk

& notlogoed in Talk Contrbulions Create aseount Log in

Read Edit View history | Search Wikipe: Q

Context-Based Sustainability

Fram Wikipedia, the free encyclopedia

Context-Based Sustainability (CBS) = also known as Contaxt-
Based Accounting = Is an open-source performance accounting
method that measures and reports the impacts of organizations
{and other human social systems) against norms, standards or
thresholds for what they (the impacts) would have 1o be in order
to be sustainable, 217 As such, CBS is a performance
accounting system that interprets performance through a
sustainability lens, according lo which impacts are sustainable if
and only if, when generalized o a broader population, they have
the effect of producing andfor maintaining vital capital resources
in the world at levels required to ensure human well-being.
Impacts that have tha opposite allect are unsustainable, as are
the activities that produce them,

Wikipedia, Context-Based Sustainability
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Sample implementation of the ... Progression Perlormance Scores | A
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About the MultiCapital Scorecard


https://en.wikipedia.org/wiki/Context-Based_Sustainability
https://www.multicapitalscorecard.com/multicapital-scorecard/

Sustainability Quotient C@ﬁk’é},ﬂﬂﬁﬁ,‘;& 6% i,

A
N

Sustainability Quotient: S —

Actual Impacts* Numeration
Sustainability =
Normative Impacts* Denomination

*On the Carrying Capacities of Vital Capital Resources

#r3dot0 Source: Mark McElroy, Social Footprints, 2008


https://www.rug.nl/research/portal/files/13147569/DISSERTATION-2.pdf

#r3dot0
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We need to move beyond incrementalist
‘numeration’ indicators & add

‘denomination’ indicators tied to upper

That’s what
sustainability is
all about.

Yet to this day,

#r3dot0 https: //sustamablebrands com/read/new-metrlcs/sustoals 2-a-dialogue-
with-allen- - - - -

(ecological ceilings) & lower (social
foundations) thresholds.

Allen White
GRI Co-Founder

https://twitter.com/bbaue/status/1135459380420337665



https://sustainablebrands.com/read/new-metrics/sustygoals-2-a-dialogue-
https://sustainablebrands.com/read/new-metrics/sustygoals-2-a-dialogue-
https://twitter.com/bbaue/status/1135459380420337665
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[S]ustainability indicators should be related to
or to

Tons of nutrient per year released into waterways

Amount released relative to the amount the waterways
can absorb without becoming toxic or clogged

— Dana Meadows, 1998

#I"3d Oto Donella Meadows, [ndicators and Information Systems for Sustainable Development



http://donellameadows.org/wp-content/userfiles/IndicatorsInformation.pdf
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Conflating ESG & Sustainability _JI[}RGAMlZATIUNS

Bill Baue « You 5d =ss
Systems Transformation Catalyst

WTF Bob?!?

In the jovial spirit I've established (and that has

Robert Eccles garnered attention in a recent Charles H. Cho,
Visiting Professor of Wet?inar}, | just thought I'd continue my ongoing
Management Practice, Said trolling of your ongoing (and dangerous)
Business School, University conflation of ESG and sustainability, Bob. ;-)
of Oxford

#r3dot0

%3AliY 3Ac0mment° 3A° 28activity9 3A6861973135445549056° 206862033015267180544° 29
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https://www.linkedin.com/feed/update/urn:li:activity:6861973135445549056?commentUrn=urn
https://www.linkedin.com/feed/update/urn:li:activity:6861973135445549056?commentUrn=urn
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Is Earth recognized as a finite system
in corporate responsibility reporting?

In a 2017 study published in the peer
reviewed Journal of Cleaner Production,
Danish researchers systematically reviewed
references to “ecological limits® (and similar
keywords) in 40,000 corporate responsibility
reports issued between 2000 and 2013.

40,000 Corporate Responsibility
Reports (2000-2013)

= 5% of companies referred
to ecological limits in any year

Of the = 12,000 companies

in the study universe, only 31
(0.258%) disclosed plans to
align performance or products
to such limits.

MNote on sizing: percentages
represented accurately to scale

#r3d0t0 Data: https://www.sciencedirect.com/science/article/abs/pii/S0959652615019204 Graphic: https://www.unrisd.org/baue


https://www.sciencedirect.com/science/article/abs/pii/S0959652615019204
https://www.unrisd.org/baue
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Context-Based Materiality CQSUSTA'”ABLE Gop Fene

@ UNRISD

Research Institute for Soclal Development

Working Paper 2019-6

Making Materiality Determinations
A Contexi-Based Approach

Mark W. McEiroy

Double materiality

W e,
RS ——

#r3dot0
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Sustainability of Susty Reporting Frameworks Q-«x_'junﬁnmzmmms 0G0 rmo
Thresholds Inside-Out

IFRS No No

International Sustainability Standards Board

= E F RAG Maybe Yes

European Financial Reporting Advisory Group

Tcm TASK FORCE ON CLIMATE-RELATED NO
FINAMNCIAL DISCLOSURES NO

#r3dot0 25
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Bill Baue soe
Systems Transformation Catalyst
@6ci-®

Congratulations to IFRS, IIRC, SASB, and CDSB for launching
the IESGSB!

Wait, you say to yourself -- it's the ISSB, not the IESGSB!!

Well, if we want to be accurate, we'll call it what it is -- an
international standards board on ESG. It is most decidedly
NOT an international standards board on sustainability.

https://www.linkedin.com/posts/billbaue_ifrs-foundation-announces-international-sustainability-activity-6861720371087859712-8dV2


https://www.linkedin.com/posts/billbaue_ifrs-foundation-announces-international-sustainability-activity-6861720371087859712-8dV2

246 SDG Indicators: Mostly Thresholds-Free

£%sDGindicators

LA

SUSTAINABLE
DEVELOPMENT @"

GOALS

&/ [\

#r3dot0

Goal 1. End poverty in all its forms everywhere

1.1 By 2030, cradicate extreme poverty for all people
everywhere, currently measured as people living on less than
£1.25 a day

1.2 By 2030, reduce at least by half the proportion of men,
women and children of all ages living in poverty in all its
dimensions according o national definitions

CENTER FOR

SUSTAINABLE 0, m,..;n;;
ORGANIZATIONS eneration

1.1.1  Proportion of the population living below the
international poverty line by sex, age, employment status
and geographic location (urban/rural)

1.2.1 Proportion of population living below the national
poverty line, by sex and age

1.2.2  Proportion of men, women and children of all ages
living in poverty in all its dimensions according to national
definitions

Goal 6. Ensure availability and sustainable management of water and sanitation for all

6.1 By 2030, achieve universal and equitable access to safe
and affordable drinking water for all

6.2 By 2030, achieve access to adequate and equitable
sanitation and hygicne for all and end open defecation,
paying special attention to the needs of women and girls and
those in vulnerable situations

6.3 By 2030, improve water quality by reducing pollution,
eliminating dumping and minimizing release of hazardous
chemicals and materials, halving the propoftion of untreated
wastewater and substantially increasing recycling and safe
reuse globally

6.4 By 2030, substantially increase water-use efficiency
across all sectors and ensure sustainable withdrawals and
supply of freshwater to address water scarcity and
substantially reduce the number of people suffering from
water scarcity

SDG Indicators

6.1.1 Froportinnn‘!'po‘pulaﬁ:m using safely managed
drinking water services

6.2.1 Proportion of population using (o) safely managed
sanitation services and (&) a hand-washing facility with
soap and water

6.3.1 Proportion of domestic and indusirial wastewater
flows safely treated

6.3.2 Proportion of bodies of water with good ambient
water quality

6.4.1 Change in water-use efficiency over time

642 Level of water stress: freshwater withdrawal as a
proportion of available freshwater resources

27


https://unstats.un.org/sdgs/indicators/Global%20Indicator%20Framework%20after%202020%20review_Eng.pdf
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EXTERNAL ENVIRONMENT
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VALUE CREATION, PRESERVATION OR EROSION OVER TIME

#r3dot0 29



https://www.integratedreporting.org/what-the-tool-for-better-reporting/get-to-grips-with-the-six-capitals/

Commensurability

Generally Accepted (Non-Financial) Accounting Principles (GAAP-NF)'

1. Accouriling Entity
2 Accourling Period
3 Stakeholders

4. Duties & Obligalicns
5. Vital Capitals

6. Carrying Capacity
7. Thresholds

8. Allocations

9. Maleriakty

10, Sustainability

11, Sustitutability

12, Commensurability

'As propossd by Mark ¥. McEroy, FRD, and in scoordancn with Contesl-Basod
iy aand practice: Fips s en wikipedia orgiwiki/Context-Based_Sustainability

Tha concapd of & business of BECouRSng andly whose books record its performanca,
a8 distned o ilS owners of Shanaholders.

A dufined pariod of tima for which parformance is measured.
IrlhdLALS OF QToUpS 1 whoem dutes & obligations ane gwed o MARAGH OFE's IMHACIS
i vital Eapilals im winyd AL san allect Mai well-baing.

Fasporsibilities 0 Rave, nol have, of ofMarsisse Manage or's iMmEacts on vilal capitalsl
in witys that £an asect stakebokder well-baing.

Stocks and fiows of resources that peopke ety on for thedr well-being (i.e., human,
SOCAlL consiruciad, scondmic, inlelleciual, and natural capials that yisld vahabie
goods and serdces).

The extent of dernand for its goods of services that a capilal can fullll without
encoeding the imitations of its stodks andior flows.

Upper and kawer limits in the carrying capacities of capitals thal mast be maintained in
et b ensure haman well-being.

Erfity-specific fair, just, and proportionate shares of duties and abligalions o mairtain
thiesheolds in vital capitals al levels required 1o ensure stakehoider well-being.

anvdl reporied in common beems (e @ sustainability parformancs lerms).

#r3dot0

(@EﬁﬁAIMABLE b
ORGANIZATIONS @ Regeneration

The degree to which measures of impacts on disparate capitals are expressed in
terms of sustainability performance on a corresponding meta-scale on which the
otherwise parochial and incongruent measures of such disparate impacts are
translated and reported in commaon terms (i.e., in sustainability performance terms).

—
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https://www.sustainableorganizations.org/Non-Financial-GAAP.pdf
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Externalized Cost Curve (Negatively Infinite)

Externalized Cost Curve
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Flow Consumption Stock Consumption
1.0

Sustainability Performance Scale
(1.0 = Organization-Specific Allocation of Matural Capital Maintenance)

Figure 1: Context-Based Monetization for Ecological Impacts

#r3d0t0 http://www.sustainableorganizations.ora/Context_Based_Monetization_Curves.pdf 31


http://www.sustainableorganizations.org/Context_Based_Monetization_Curves.pdf
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Thresholds of Transformation
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Sustainable Development
Performance Indicators

A Collaborartion between UNRISD & r3.0

#r3dot0

Tier One: Incrementalist Numeration

Numerator indicators focus on actual impacts, including
absolute indicator, as well as relative or intensity indicators
that are non-normative, and therefore incrementalist by

definition.

Tier Two: Contextualised Denomination

Denominator indicators contextualise actual impacts against
normative impacts. Also known as “Context-Based” indicators
take into account sustainability thresholds in ecological, social,
and economic systems, as weIYas allocations of those
thresholds to organizations and other entities.

Tier Three: Activating Transformation

Transformative indicators add the element of implementation
and policy to normative denominator indicators to instantiate

change within complex adaptive systems.

Baue / UNRISD, Compared to What? 2019 33


http://www.unrisd.org/baue

Global Thresholds & Allocations Council

Global Thresholds &
Allocations Council (GTAC)

#r3dot0 https://www.r3-0.org/gtac/
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https://www.r3-0.org/gtac/

Multicapitalism & System Value @ﬁk‘é},ﬂﬂﬁﬁkg 09@ e
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. oe@' Regeneration

From Monocapitalism
to Multicapitalism:

21st Century System
Value Creation
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https://www.r3-0.org/wp-content/uploads/2020/12/r3-0-White-Paper-1-2020-From-Monocapitalism-to-Multicapitalism.pdf

Certified TBL Orgs

#r3dot0

Certified

Triple Bottom
Line Org

https://www.certifiedtbl.com/

2 CENTER FOR

< (SUSTAINABLE
—+_/ORGANIZATIONS

Resilience

36


https://www.certifiedtbl.com/

GAAP-NF
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Recommendations for
Non-Financial GAAP

Sustainability Accounting
and the Advent of Generally
Accepted Non-Financial
Accounting Principles

(GAAP-NF)
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A Waorking Proposal by the
Center for Sustainable Organizations
Movember 6, 2021

[Update v8 = First published in Novermber 2020)

https://www.sustainableorganizations.ora/Non-Financial-GAAP.pdf
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https://www.sustainableorganizations.org/Non-Financial-GAAP.pdf
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Mark McElroy

Bill Baue Founder
Senior Director Center for Sustainable
r3.0 Organizations
b.baue@r3-0.org mmcelroy@vermontel.net
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