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2 Introduction

• Directive 2014/95/EU:

– “the Commission identified the need to raise to a similarly high 

level across all Member States the transparency of the social 

and environmental information provided by undertakings in all 

sectors” (1)

– There is a tension between ““allowing for high flexibility of 

action, in order to take account of the multidimensional nature of 

corporate social responsibility (CSR) and the diversity of the 

CSR policies implemented by businesses matched by a 

sufficient level of comparability to meet the needs of investors 

and other stakeholders” (3)



Introduction

• Lessons from financial accounting:

– Earnings management and creative accounting

– Problems of subjectivity and choice

– Impression management

• This paper will address three core issues:

– Flexibility, selectivity and omission

– Comparability

– Complexity and context
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Flexibility, selectivity and omission

• Information should be provided on “matters that stand out as being 

the most likely to bring about the materialisation of principal risks of 

severe impacts” (8) 

– “judged by scale and gravity”

• Accounts (see Hines, 1988):

– Present a ‘picture’ of an organisation’s operations and impacts

– There is a power in decided what is included and excluded 

– The power of the account is ‘potent’ as users think and act on the basis 

of the constructed reality
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Flexibility, selectivity and omission

• Impression management suggests accounts are self-serving in 

presenting the organisation and its management in its best light

– Concealment and omission

• How is “scale and gravity” judged and by whom?

– The GRI focus upon the prioritization of material aspects

5

GRI: Prioritization should reflect stakeholder 

inclusiveness, but there remains much room for 

subjectivity and exclusion

More detailed guidance is needed on how 

unbalanced and overly positive reporting is to be 

discouraged



Comparability

• GRI G4 suggests comparability “enables stakeholders to analyze 

changes in the organization’s performance over time, and that 

could support analysis relative to other organizations.”

• For performance information to be comparable it would need to be 

produced using a consistent methodology to be:

– Complete 

– Sufficiently accurate with reduced uncertainties

– Normalised

• The EU Directive identifies numerous potential national and 

international frameworks and offers no detailed guidance with 

regard to completeness, accuracy/uncertainty or normalisation
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Complexity and context

Cooper et al. (2016) consider the GHG emission data of the ten Water 

and Sewage Companies (WASCs) in England and Wales:

• “comparison of performance more easily achieved than in most other 

sectors.” (Hopkinson et al., 2000, p. 874)

• From 2007/8 to 2010/11 WASCs were required to report GHG emissions 

and related intensity ratios to their regulator (Ofwat)

– “changes [in reported performance over time] are within the margins of the data 

error” (Ofwat, 2010b, p. 88)

– “the variance between companies … may also be influenced driven by several 

other factors, including: 

• geography (predominantly pumping head); 

• network configuration; and

• discharge consents placed on sewage works (potentially requiring differing 

levels of energy intensive treatments).”
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Complexity and context

• Even comparing a single impact within a single industry is difficult –

careful consideration of context would be needed:

– Sector, product characteristics, geographical location, supply chains 

and customer networks are all likely to impact upon normalised 

performance

• If organisations report a single normalised KPI for each social and 

environmental impact this complexity is oversimplified

– Such KPIs can present a picture of impacts, but this constructed reality 

could lead to users making uncritical comparisons between companies 

and this influencing their thoughts and actions
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Conclusions

• The EU Directive has the potential to act as a catalyst for change

– Raising visibility and the power of information inductance

• BUT framing the objective of the Directive in terms of comparability 

is problematic given how difficult it is to achieve

– There is a danger that thoughts and actions will be influenced on the 

basis of this constructed reality

• In my opinion a more appropriate framing would be in terms of 

transparency and accountability

– Such accounts need to acknowledge the flaws, uncertainties and 

complexities in providing social and environmental information

– An aim to develop sustainability literacy of stakeholders and to create 

opportunities for a more informed discourse with organisations
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