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Abstract

History is the main backbone of understanding the reasons behind developments, and sustainability re-
porting is one of the most important developments in accounting. In this sense, the purpose of this study
is to provide a chronology of the historical development of sustainability reporting. The historical re-
search method with a periodic approach was applied. This paper divides the development history of
sustainability reporting into three main periods: the pre-standardization period, between 1962 and 1998,
the standardization (institutionalization) period, between 1999 and 2016, and the post-standardization
period, which started after 2016. In addition, based on events, three sub-periods are defined for the pre-
standardization period. This paper is one of the rare studies in the literature that identifies the chronologi-
cal process of sustainability reporting’s historical development.
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Streszczenie
Historia rozwoju sprawozdawczosci w zakresie
zréwnowazonego rozwoju: podejscie okresowe

Historia jest glowng podstawg zrozumienia przyczyn rozwoju sprawy, a sprawozdawczo$¢ z zakresu
zréwnowazonego rozwoju jest jednym z najwazniejszych etapéw rozwojowych w rachunkowosci. W tym
kontekscie celem artykutu jest przedstawienie chronologii historycznego rozwoju sprawozdawczosci
dotyczacej zrownowazonego rozwoju. Zastosowano metode badan historycznych z podejsciem okreso-
wym. W artykule pokazano histori¢ rozwoju sprawozdawczoséci dotyczacej zrownowazonego rozwoju
W podziale na trzy gléwne okresy: okres przed normalizacja — lata 1962—1998; okres normalizacji (insty-
tucjonalizacji) — lata 1999-2016 oraz okres po normalizacji, ktory rozpoczat si¢ po 2016 roku. Ponadto
dla okresu przed normalizacja okreSlono trzy okresy czastkowe na podstawie zdarzen. Artykut jest jednym

* Soner Gokten, Ph.D., associate professor, Baskent University, Department of Management, Ankara,
Turkey, @ https://orcid.org/0000-0003-4213-1976, sgokten@baskent.edu.tr

** Yildiz Ozerhan, Ph.D., professor, Ankara Hac1 Bayram Veli University, International Trade Depart-
ment, Ankara, Turkey, @ https://orcid.org/0000-0003-1293-4364, yildiz.0ozerhan@hbv.edu.tr

** Pmar Okan Gokten, Ph.D., associate professor, Ankara Hact Bayram Veli University, International
Trade Department, Ankara, Turkey, @ https://orcid.org/0000-0003-2037-0087, pinar.okan@hbv.edu.tr

ISSN 1641-4381 print / ISSN 2391-677X online
Copyright © 2020 Stowarzyszenie Ksiggowych w Polsce
Prawa wydawnicze zastrzezone B NG HD
http://www.ztr.skwp.pl



http://www.ztr.skwp.pl/
http://dx.doi.org/10.5604/01.3001.0014.2466
https://orcid.org/0000-0003-4213-1976
mailto:sgokten@baskent.edu.tr
https://orcid.org/0000-0003-1293-4364
mailto:yildiz.ozerhan@hbv.edu.tr
https://orcid.org/0000-0003-2037-0087

100 Soner Gokten, Yildiz Ozerhan, Pinar Okan Gokten

z nielicznych opracowan w literaturze przedmiotu, ktory ukazuje chronologicznie histori¢ sprawozdaw-
czosci dotyczacej zrbwnowazonego rozwoju.

Stowa kluczowe: rachunkowos¢ srodowiskowa, GRI, rachunkowos¢ i sprawozdawczos$é zrownowazo-
nego rozwoju, historia.

Introduction

Sustainability reporting has led accounting to cover wide area instead of focusing only
on financial information. Undoubtedly, today, stakeholders demand information on the
environmental and social impacts of entities’ operations; and this reality confirms Tof-
fler’s (1980) claim: with the third wave, knowledge will become more important than
ever. Moreover, the need for such kinds of information has become more and more
obvious today due to the Covid-19 epidemic. The increase in the level of the materiality
of non-financial information has led to the relevance of financial accounting in deci-
sion-making processes being questioned (Gokten, Gokten, 2017). The integrated re-
porting approach, the conceptual framework of which was published in 2013 and which
is expected to start the institutionalization process in the near future, is the most evident
evidence of this change.

Both practitioners and academicians need to know that the historical development
process of sustainability reporting is an important issue as today, practitioners, in par-
ticular, need to be aware of why they have to report non-financial information. If they
are not aware, they cannot fully understand what they are trying to do with sustainabil-
ity reporting nor for whom. Thus, history is the main backbone of understanding the
reasons.

Accounting history is continuously gaining importance due to the increasing curi-
osity of past accounting approaches and methods. What kind of developments and
events led to the improvement in accounting? How did they affect the development of
accounting? Answering such questions constitute the aim of accounting history re-
search. One of the important aspects of accounting history studies is that they reveal
the historical processes and factors that played a role in the formation of accounting
approaches and theories. In other words, accounting history studies shed light on the
processes that led to the emergence of theories, approaches, and methods.

Although there are studies that focus on historical research in the related literature
(e.g., Arena et al., 2015; Alrazi, 2015; Man, Bogeanu-Popa, 2020; Mauro et al., 2020),
a limited number of studies provide a historical-chronological process of sustainability
reporting. Lamberton (2005) stated that Gray’s (1992, 1993, 1994, 2002) studies had
a significant impact on how sustainability reporting evolved from environmental ac-
counting. Ballou et al. (2006) reviewed past efforts on the rise of sustainability report-
ing, while Brown et al. (2009) investigated the success of the Global Reporting Initia-
tive (GRI) as a case of institutional entrepreneurship with a historical view. Ortas and
Moneva (2011) showed the evolution of sustainability reporting practices in the frame
of relevant theoretical approaches, while Soderstrom (2013) tried to summarize the past
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of sustainability reporting. Finally, Chang et al. (2017) offered a critical review of the
history of the sustainability approach for renewable energy research.

Although these studies provide valuable information regarding the evolution of the
sustainability reporting approach, they do not reveal the historical chronological pro-
cess. These studies often address the history of sustainability reporting by focusing on
a particular event or a particular approach. In addition, they generally examined the
historical process from the early 1990s.

This study uses a chronological approach to deal with the historical development
process of sustainability reporting until 2016, when the GRI Standards were published.
The historical research method was used, and the events that are thought to have had
an impact on the evolution of sustainability reporting were examined. Within the frame-
work of the research methodology, the development process of sustainability reporting
is divided into periods by demonstrating the cause and effect relationships between
events. In other words, the historical development phases of sustainability reports are
defined in the frame of a periodic approach. With these aspects, this is one of the rare
studies in the literature that chronologically reveals the historical development process
of sustainability reporting based on selected events through different periods.

This study has three limitations. First, the contribution of organizations or initiatives
(e.g., SASB — the Sustainability Accounting Standards Board, or ISAR — the Intergov-
ernmental Working Group of Experts on International Standards of Accounting and
Reporting) other than the GRI to the sustainability reporting development process is
beyond the scope of the research. For instance, ISAR called on UNCTAD (the United
Nations Conference on Trade and Development) to conduct further work in collabora-
tion with a Consultative Group on sustainable development goals (SDGs) reporting.
That initiative proposed core indicators that aim to guide companies in attaining the
goals of the 2030 Agenda for Sustainable Development adopted by all United Nations
Member States in 2015. However, this event was not included in the chronology pre-
sented in the study. Second, we examine the historical development process until 2016,
when the GRI standard set was published. Subsequent events are not covered. The third
limitation is that, in presenting the historical development of sustainability reporting,
we only consider events that have had an impact on the private sector. Events affecting
the public sector are excluded. For instance, the Prince of Wales’ “Accounting for Sus-
tainability — A4S” project, started in 2004, played an important role in creating aware-
ness for sustainability reporting in the public sector. It aimed to use sustainability indi-
cators effectively in both decision-making and reporting (Ball et al., 2014, p. 188).
However, it is not included in this study.

Events play a vital role in defining the periods of the chronology. As far as possible,
the study has investigated the events that emerged in the historical process and divided
the historical development process into periods based on events that can be considered
building blocks. Three periods are identified: the pre-standardization period, between
1962 and 1998, the standardization period, between 1999 and 2016, and the post-stand-
ardization period, which started after 2016. Figure 1 presents the historical breaks and
the periods defined within the scope of the study.



102 Soner Gokten, Yildiz Ozerhan, Pinar Okan Gokten

The study is designed as follows: in the following part, the events that shaped the
development of sustainability reporting are presented chronologically. In the next sec-
tion, the institutionalization process of sustainability reporting is provided in the frame
of the GRI. In the last section, the study concludes by showing the chronology of the
historical development of sustainability reporting.

Figure 1. Periods of the Historical Development of Sustainability Reporting

Pre-Standardization Period

Institutionalization
Peniod

(1999-2016)

Period of

Theoretical
Preparation Period
(1980-1988)

Foot
Penod
(1962-1979)
Posi-Stand.
Period

Standardization
Period

Source: author’s own elaboration.

1. The Pre-Standardization Period: 1962—1998

Three sub-periods are defined under the pre-standardization period: the root period,
between 1962 and 1979, the theoretical preparation period, between 1980 and 1988,
and the period of emergence, between 1989 and 1998. The periods are determined by
the authors based on the events examined. The social impact of each event in the his-
torical process is the cause of other events. The root period includes events that created
awareness of environmental issues. The 1980s played a vital role in the development
of the theoretical approaches to finding solutions for environmental problems by con-
structing a relationship between the economy and nature. In the following decade, prin-
cipal frameworks emerged on reporting the environmental impact of organizations' ac-
tivities.
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1.1. The Root Period: 1962-1979

The historical development of sustainability reporting goes back to 1962. In the root
period, environmental threats emerged, and social-environmental awareness started to
be developed. The relationship between economic development and the environment
began to be discussed. Therefore, the years covered by the root period can be consid-
ered the early years of the process that led to sustainability reporting. In Figure 2, the
building blocks that form the basis of the root period definition are presented: the pub-
lication of the book “Silent Spring” by Rachel Carson in 1962; the essay titled “The
Economics of the Coming Spaceship Earth” written by Kenneth Boulding in 1966; the
“Limits of Growth Report” published in 1972; the “United Nations Environment Pro-
gram,” which became operational in 1972; and the study which criticized the “Limits
of Growth Report” in 1973.

Figure 2. Building Blocks of the Root Period (1962—-1979)

The Root Period: 1962-1070 ..,....,....,..................................................................................................................................................:.)

— Silent Spring: 1962

— The Economics of the Coming Spaceship Earth: 1966

—— Limits of Growth Report: 1972

Buillding Blocks

—— United Nations Environment Program: 1972

—» Criticizing the Limits of Growth Report: 1973

Source: author’s own elaboration.

The relationship between economic development and environmental factors did not
attract attention as a significant field of studies until the publication of Rachel Carson’s
book “Silent Spring” in 1962. Carson (1962) contributed to the creation of a social-
environmental consciousness for the first time in the environmental science book,
where she revealed the negative effects of chemical agriculture on living things. As
a result, and despite intense opposition from the chemical companies operating in the
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sector, the use of DDT, a very toxic and persistent insecticide, was banned in the United
States due to community resistance. In other words, Rachel Carson's work created
awareness, and for the first time, it led to a social-environmental movement that limits
companies’ economic activities due to their negative environmental impacts.

Perhaps the first study in which the theoretical relationship between economic de-
velopment and environmental factors was questioned from a particular point of view is
the essay titled “The Economics of the Coming Spaceship Earth” written by Kenneth
Boulding in 1966. Boulding (1966) pointed out that continuous increases in production
levels both reduce the limited resource stocks and cause environmental pollution. Ac-
cording to him, such an approach is an exploitative cowboy economy. In such an econ-
omy, the optimization of the quality of life, which is the criterion of success, is directly
linked to increasing production levels as much as possible. Thus, the cowboy economy
uses nature brutally but does not take account of the environmental impacts. However,
the economic system should work as if it were a spaceship. In other words, the situation
for people on Earth is similar to the situation for people on a spaceship: Both of them
have a limited stock of resources and a limited area for waste. According to Boulding,
the world will soon have to switch to space economics. In this respect, the space eco-
nomics view put forward by Kenneth Boulding gained popularity in the literature as
a preliminary study that theoretically framed economic development as unable to be
handled independently of environmental factors.

In 1968, a team of economists, mathematicians, naturalists, and other researchers
from different fields was established at the Massachusetts Institute of Technology
(MIT) to evaluate the problems threatening humanity within the framework of eco-
nomic development and environmental factors. The results of the “Club of Rome” pro-
ject were published in 1972 in a report under the name “The Limits to Growth”.

Meadows et al. (1972) developed fourteen global-scale models that differed from
each other based on different assumptions to predict the effects of sustained exponential
growth. The assumptions underlying the different models were based on population,
agricultural activities, industrial activities, natural resource stock, and pollution factors.
The basic assumption of the standard model is that the physical, economic, and social
paradigm in the world will continue in its present form in the historical process. In other
words, the standard model is designed to answer the question, “What will happen in the
future if we continue like today?” It is assumed that the population and industrial ac-
tivities, and hence pollution, will continue to grow exponentially, while food and non-
renewable natural resources will remain constant. The standard model, as expected,
predicted a complete collapse due to the depletion of non-renewable resources. In another
model, collapse could not be prevented even if the population is kept constant. In another,
even if the natural resource stock is increased, it was predicted that the rapid increase
in pollution due to exceeding the waste capacity of nature would cause collapse.

The radical discourses of the report, which outlined an inevitable dark future in gen-
eral, created awareness in both academic and social platforms and started a debate: Will
the world surrender to misfortune, or can it find a way out?
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Perhaps one of the most important approaches that gave hope to the future and, at
the same time, brought great criticism to “Limits to Growth,” was the University of
Sussex’s Science Policy Research Unit. Cole et al. (1973) stated that the model assump-
tions in the report have a very narrow point of view and that the view that non-renew-
able natural resources are scarce is not appropriate. Therefore, as natural resources can
also be exponentially increased through new discoveries and recycling, they updated
the model and predicted a sustainable future in contrast to “Limits to Growth”.

The main reason why Meadows et al. (1972) and Cole et al. (1973) achieved different
results is because technological progress is ignored in “Limits to Growth”. The reason
for this is that, according to Lecomber (1975), optimists and pessimists differ in their view
of human ability and creativity. While pessimists are already moving from obsolete and
existing technological solutions, optimists rely on the potential of people to develop
new solutions in the face of any problems that arise. Therefore, technological advances
undoubtedly lead to more solutions in the future. Although these issues are considered
philosophically by Lecomber (1975), this opinion has entered into the literature as one
of the pioneering approaches that put forward the importance of human capital in ad-
dressing the relationship between economic development and environmental factors.

At the United Nations Conference on Human Environment in Stockholm in 1972,
they proposed addressing environmental problems with global participation, and it was
decided to establish an organization that would serve this purpose. The United Nations
Environment Program (UNEP) was established by the United Nations General Assem-
bly resolution 2997 of December 15, 1972. It was decided that the work of this organ-
ization, which includes 58 member countries, would be carried out by the UNEP Ex-
ecutive Council, which would be elected every four years. UNEP, which is an im-
portant building block for the institutionalization of social-environmental awareness,
rapidly started to develop multilateral participatory contracts. “CITES — The Conven-
tion on International Trade in Endangered Species of Wild Fauna and Flora” was
agreed upon in 1973, and “CMS — The Convention on the Conservation of Migratory
Species of Wild Animals,” also known as the Bonn Convention, signed in 1979, can be
given as examples of UNEP conventions developed in the root period.

1.2. The Theoretical Preparation Period: 1980-1988

The period that theoretically reveals the need for sustainability reporting is based on
the principle of sustainable development that became evident between 1980 and 1988.
The report “World Conservation Strategy” published in 1980, “World Commission on
Environment and Development” which was formed in 1983, and the report “Our Com-
mon Future,” published in 1987, provided the theoretical framework and the general
acceptance of the concept of sustainable development, as well as the need for sustain-
ability reporting. In Figure 3, the building blocks that form the basis of the theoretical
preparation period are presented.
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Figure 3. Building Blocks of the Theoretical Preparation Period (1980-1988)

w3 The Theoretical Prepﬂ ration Period: 1980-1088 | s e

————+ World Conservation Strategy Report: 1980

| The Root Period: 1062-1979 ‘

World Commission on Environment
-

and Development: 1983

Building Blocks

L——— Our Common Future Report: 1987

Source: author’s own elaboration.

In the years immediately after the United Nations Conference on the Human Envi-
ronment, despite studies on environmental threats such as pollution, acid rain, defor-
estation, and desertification, and evident negative signs of climate change, countries
continued growth-oriented operations. Therefore, a need for a principle that would pro-
vide a consensus between economic development and environmental protection
emerged. In other words, it was necessary to establish an economic development per-
spective that does not harm the environment.

In 1980, the International Union for Conservation of Nature (IUCN) published a re-
port entitled “World Conservation Strategy” (WCS), developed jointly with UNEP. It
stated that the capacity of natural resources to support life is limited, and therefore the
needs of future generations should always be taken into consideration. Thus, within the
framework of the relationship between the economy and the environment, economic
development should be sustained by supporting all life on Earth and preserving natural
resources. The World Conservation Strategy Report set out three main objectives for
this. The first was to make sustainable the basic ecological processes and life support
systems that are the basis for the survival of humanity. The second was to preserve
genetic diversity, and the third was to preserve ecosystems. The report provided prac-
tical guidance and an intellectual framework to achieve the three objectives.

The World Conservation Strategy Report is a groundbreaking document for the his-
torical development of sustainability reporting. For the first time in this report, the con-
cept of sustainable development is mentioned, although in a very limited way. The
global impact of the report remained extremely limited.

In 1983, Javier Pérez de Cuéllar, Secretary-General of the United Nations, asked
former Norwegian Prime Minister Gro Harlem Brundtland to initiate an institutional
effort to focus on the relationship between environment and development. Accordingly,
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the 1983 General Assembly approved the formation of a commission with the theme
of “Process of preparation of the Environmental Perspective to the Year 2000 and Be-
yond” in accordance with Resolution 38/161. This organization, whose official name
is “World Commission on Environment and Development (WCED),” commonly re-
ferred to as the “Brundtland Commission” in the literature, was given the following
tasks by the General Assembly to shed light on their work: develop long-term environ-
mental strategies to ensure sustainable development in the 2000s, propose ways to im-
prove cooperation between countries, and evaluate ways to deal with environmental
threats at the international level.

The Brundtland Commission provided an alternative perspective on sustainable de-
velopment. The Commission did not recognize the environment and the economy as
separate elements. If the environment is the place where we live, and development is
everything that we do to improve our community, these two cannot be separated. In
short, the Brundtland Commission stated that the environment is a concept beyond
physicality. In this context, development should be considered by all countries in terms
of improving the world instead of separating countries into rich or poor. Thus, both the
environment and development are basic issues for humanity.

As a result of the studies carried out based on the philosophy adopted by the Com-
mission, the report titled “Our Common Future” was published in 1987 and adopted by
General Assembly Resolution 42/187. The underlying idea of the report became clear
under the umbrella of sustainable development, which was defined as “a development
that meets the needs of the present without compromising the ability of future genera-
tions to meet their own needs”. This goal is built on two basic elements: first, the basic
needs of the poor should be given priority. The second is the limitations of the environ-
ment in meeting present and future needs. In this context, priority needs for sustainable
development must be met, and environmental limitations should be taken into consideration
in all activities. In this respect, three basic building blocks of sustainable development
are mentioned: economic growth, environmental protection, and social equality.

The principle of sustainable development, which came to the agenda in 1987 by
creating global acceptance, played a fundamental role in the clarification of a new par-
adigm that unified the environment and development. Undoubtedly, within the frame-
work of this target, which aims to transfer the natural potentials to the next generations, all
organizations in the world can have positive or negative effects on the sustainable develop-
ment target within the framework of their activities and social relations. In other words,
organizations are the key elements in achieving the goal of sustainable development.

1.3. The Period of Emergence: 1989-1998

The first methodological tool that emerged in the idea of sustainability reporting is the
concept of environmental accounting (Elkington, 1993). Environmental reporting,
which communicates to stakeholders the impacts of an enterprise’s activities on the
environment, became more important after the Exxon Valdez accident in 1989, especially
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for the investors. The Exxon Valdez oil spill in 1989 can be regarded as the turning
point when stakeholders began to request information about the environmental impacts
of companies’ operations. In other words, this event can be regarded as the starting
point of the period of emergence.

In the early 1990s, the issue of sustainability reporting was dealt with in the context
of environmental accounting and reporting focused on the environmental impacts of
business operations. The TBL-triple bottom line approach, which was introduced in
1998, described businesses as social and environmental entities in addition to their eco-
nomic character. In fact, in 1998, the GRI steering committee emphasized the need for
a reporting framework to be developed that included economic, environmental, and
social impacts. In this sense, 1998 can be regarded as the year in which environmental
accounting transformed into sustainability accounting. Therefore, the emergence of
sustainability reporting took place during the period 1989—1998. In Figure 4, the build-
ing blocks that form the basis of the period of emergence are presented.

As a result of an accident on March 24, 1989, eleven million gallons of crude oil
leaked onto the coast of Alaska from the Exxon Valdez, an oil tanker owned by the
Exxon Transport Company. The accident, recorded as the greatest environmental dis-
aster the US has faced, caused an oil spill along 1,300 miles of coastline, killing thou-
sands of living things. Natural life ended in the region. Exxon employees, federal offi-
cials, and more than 11,000 Alaskans worked to clear the oil spill.

Figure 4. Building Blocks of the Period of Emergence (1989-1998)

wo3| The Period of Emergence: 1989-1988 |-

————— Exxon Valdes Accident: 1989

‘ The Root Period: 1062-1979 ‘
W

[ CERES Principles: 1989

————— GRI Project Department: 1997

‘ The Theoretical Preparation Period: 1980-1988 ‘

Bulding Blocks

—— TBL Approach: 1998

— GRI Steering Committee: 1998

Source: author’s own elaboration.
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In addition to the negative environmental impacts, high costs arose that investors
had not previously considered. Exxon had to pay about $ 2billion for cleaning and com-
pensation, and about $1.8 billion for the restoration of the area. The Exxon Valdez ac-
cident made it clear that the environmental impact of business activities can have sig-
nificant financial consequences, especially for investors. In other words, this accident
highlighted the importance of sustainability reporting for stakeholders.

In response to the conclusions of the Exxon Valdez Accident, a non-profit organi-
zation, “The Coalition for Environmentally Responsible Economies” (CERES), was
established in 1989 by a group of environmentalists and investors. CERES pointed out
the need for businesses to reassess their roles and responsibilities as an economic, en-
vironmental, and social entity, and in the autumn of 1989, published the Valdez Prin-
ciples. These principles, also called the CERES Principles, can be considered the first
comprehensive guide in history that aimed to establish ethical environmental behavior
in business activities. The ten basic principles published by CERES are biosphere con-
servation, the sustainable use of natural resources, waste reduction and disposal, energy
conversion, risk reduction, safe products and services, environmental restoration, pub-
lic disclosure, management commitment, and audit-reporting.

The acceleration in establishing legal frameworks also positively influenced the de-
mand for information on the impacts of the entities’ operations on the environment. For
instance, immediately after the Exxon Valdez accident, the Oil Pollution Act, which
significantly increased the penalties that companies might face and required that all oil
tankers operating in the US be double-hulled, was approved by the US Congress in
1990. In this context, investors and creditors began to focus on the costs that may arise
due to the environmental legal incompatibilities in oil enterprises after the Exxon Valdez
accident.

In 1992, the United Nations Conference on Environment and Development was held
in Rio de Janeiro. This conference aimed to provide a common interaction between
developed and developing countries and between governments and society at a global
level. As aresult of the conference, a consensus was reached on the formation of a com-
mission to encourage, support, and monitor governments and all related economic and
social organizations in line with the objective of sustainable development. The Sustain-
able Development Commission, which was established under the United Nations, has
focused on efforts to measure sustainability.

Following the establishment of the Commission, the “Triple Bottom Line” (TBL)
approach was introduced by Elkington (1998, 1999), the leading sustainability expert,
and founder of the Sustain Ability agency. The approach expresses the need for a three-
dimensional perspective to measure development: people, planet, and profit. Therefore,
in the literature, the TBL approach is also called the 3P measurement system. The hu-
man, planetary, and profit dimensions refer to the social, environmental, and economic
impacts of development, respectively. Thus, only a measurement of earnings is not suf-
ficient to assess sustainable development because, within the TBL approach, organizations
are also a social and environmental entity in addition to their economic characteristics.
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Within the TBL approach, it is a prerequisite for organizations to carry out their
activities in line with the principle of sustainable development. Therefore, society ex-
pects and demands organizations to report on their role in sustainable development.
Undoubtedly, this expectation is a right for stakeholders within the framework of ac-
countability.

The concept of accountability is based on the activity of simply presenting data to
stakeholders when viewed from a traditional perspective. There is no doubt that the
transmitted data should be expected to be clearly understood, interpretable, and used as
input in decision-making processes. Financial reports, which are developed as a com-
munication tool based on financial accounting, came into prominence as a basic build-
ing block of accountability until the early 2000s. The information transmitted to stake-
holders by financial reporting can be classified as compulsory information, voluntary
information, or information that is outside the scope of financial reporting (Larrinaga
et al., 2002). Mandatory information includes items that contain direct financial infor-
mation, such as assets, costs, or P&L. Voluntary information, on the other hand, is essen-
tially the details of costs or investments that can be subject to footnotes today. However,
issues such as the ecological aspects of an organization’s activities are included in the
documents presented separately from the financial reports, such as activity reports.

The 1990s was when initiatives were undertaken to develop a new reporting meth-
odology for stakeholders based on the principle of sustainable development. The rap-
idly increasing need for non-financial information created a reporting methodology re-
quirement. Under the leadership of Dr. Robert Massie, who was previously the execu-
tive director of CERES, studies began to establish a conceptual framework on how the
environmental impacts of enterprises’ activities should be reported. The main objective
was to establish a reporting framework to monitor whether the activities of enterprises
comply with the CERES Principles.

In 1997, a project department, the Global Reporting Initiative (GRI), was estab-
lished by CERES and the Tellus Institute to develop an environmental reporting frame-
work with the support of UNEP. This step was the cornerstone of sustainability report-
ing's institutionalization adventure (White, 1999).

In 1998, a steering committee was established under the GRI, composed of many
different stakeholders, whose main task was to determine the scope of the guideline to
be developed. As mentioned in the GRI’s corporate statement, the committee took into
account more issues than just the environment. It recommended that the proposed re-
porting framework should be improved to include economic and social impacts in
addition to environmental issues. This recommendation led the GRI to be positioned
as a guideline for more than just environmental reporting, and it updated the aim of
the studies to improve the sustainability reporting framework. In other words, in
1998, environmental reporting (accounting) became sustainability reporting (ac-
counting).
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2. The Standardization Period: 1999— 2016

Institutions are humanly devised rules, procedures, and norms to constrain the behavior
of individuals in maximizing the wealth or utility of principles (North, 1981, 1990).
They are classified as formal or informal. If they are written down in a rule book, for in-
stance, a legal text, they are called formal institutions. Unwritten ones, such as morals,
norms, traditions, etc., are called informal institutions (Dobler, 2011). The standardization
period includes events that directly focus on the development of (especially formal) insti-
tutions of sustainability reporting. Fourteen key issues can be considered building blocks
until 2016, when GRI-specific standards were issued. In Figure 5, the building blocks
that formed the basis of the standardization (institutionalization) period are presented.

Figure 5. Building Blocks of the Institutionalization Period (1999-2016)

- >| The Institutionalization Period: 1999-2016 l

G1:2000 «— — CERES formed GRI into a separate,
independent not-profit institution: 2001

Period: 1980— 1988
The Period of Emergence:
1989— 1998

G2:2002 «+—  —— > GRI relocated to Amsterdam, the Netherlands: 2002

|The Root Period: 1962— 1979|
N
The Theoretical Preparation

——— GRI launched its Organizational Stakeholders Program: 2003

The GRI Technical Advisory Committee (TAC)
was launched: 2005

G3: 2006 «— ——* Amsterdam Conference: 2006

—————— Education and research and development publications: 2007
A Memorandum of Understanding (MoU) between GRI and
the UN Global Compact was signed: 2010

G4 2013 +—  — The GRI Content Index Service was launched and creation of
a new Global Sustainability Standards Board (GSSB): 2014

Building Blocks

—— GRI launched the accreditation exam: 2015

Standards: 2016 «—  —!

Source: author’s own elaboration.

The GRI was transformed into an independent entity following the publication of
the G1, and in 2002 it moved its headquarters to Amsterdam, the Netherlands. The GRI
officially launched its headquarters under the auspices of UNEP, and thus highlighted
itself as an organization dedicated to sustainability reporting. The establishment of an
expert committee for the preparation of sustainability reporting guidelines, and the in-
troduction of G3 at an international conference, paved the way for increased awareness
of sustainability reporting. In 2006, the training documentation and sectoral application
guidelines were published. With this, sustainability reporting was accepted as an area
requiring special knowledge and experience. In addition, it eliminated the deficiencies
in learning and implementation needed to disseminate sustainability reporting.
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In 2010, the United Nations recognized the GRI guidelines as the basis for sustain-
ability reporting. In 2013, G4, the outcome of the framework development process, was
published. It then became possible to move to the last stage of the standardization pro-
cess, and as such, in 2014, the GRI moved to the final stage of the standardization
process by publishing its content index and setting up the Global Sustainability Stand-
ards Board. In 2015, the GRI launched certification (accreditation) exams indended to
transform sustainability reporting into a field requiring professional expertise. In 2016,
the GRI published its first sustainability reporting standard set.

Therefore, the years between 1999 and 2016 can be defined as a period of institu-
tionalization that realized the standardization process of sustainability reporting in the
frame of the GRI. Details of the building blocks of the period are described in chrono-
logical order below.

In 1999, a test group consisting of multinational companies such as Bayer, GM, and
Shell was formed, and the first draft guideline on how to report on sustainability was
prepared. One year after the discussion of this conceptual framework, the GRI published
the first global framework that embraced the principles that will serve as the basis for
sustainability reporting. In 2001, upon the recommendation of the steering committee,
CERES made the GRI project department an independent and non-profit organization.

In 2002, the GRI moved its headquarters to Amsterdam, the Netherlands, and offi-
cially opened its headquarters as an organization in cooperation with UNEP in front of
the UN Secretary General. In the same year, the second edition of the conceptual frame-
work guidelines, G2, was introduced to the public at the World Summit on Sustainable
Development in Johannesburg. At this summit, the GRI ensured its international legit-
imacy by showing itself as a publisher of sustainability standards.

In line with its growth and expansion targets, the GRI launched the Organizational
Stakeholders Program in 2003. Within the framework of this program, the organiza-
tions selected by the GRI were identified as supporters. It is aimed to gain expertise,
participation in management, and financial contributions from the organizations.
Through this program, the GRI became a platform for international cooperation with
civil society, business, academia, public institutions, and governments.

In 2005, the GRI Technical Advisory Committee was established. It played a crucial
role in getting sustainability reporting accepted as a specialty area. The committee con-
tributed to the creation of synergy by involving more than three thousand experts from
business, civil society, and academic circles. These experts were actively involved in
the publication of the G3, which covered the third generation guidelines in 2006. The
G3 was shared with the public at a conference in Amsterdam. The conference was at-
tended by 1150 participants from 65 countries representing business, financial markets,
auditors, civil society, governments, and municipalities. As a result of the conference,
awareness of the guidelines published by the GRI began to expand.

In 2007, the GRI started to publish training documents on how to conduct sustainability
reporting based on its guidelines. In 2008, it published the first sectoral implementation
guide in the context of sustainability reporting practices. The guidance published for
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the Financial Services Sector made sustainability reporting widespread among financial
sector enterprises. As a strategic action, preferring the funding providers as leading practi-
tioners increased the attention of non-financial sector players on sustainability reporting.

A memorandum of understanding between the GRI and the United Nations was
signed in 2010. Under this agreement, the GRI Guidelines were accepted as a recom-
mended reporting framework for businesses’ sustainability reporting by the United Na-
tions Global Compact (UNGC).

Starting in 2011, the GRI increased the number of sectoral guidelines. These are
financial services, food, mining and metals, non-governmental organizations, airport
operators, construction, and real estate. Also, a campaign entitled “Report and Explain”
was launched by the GRI. As a result of this campaign, a gathering space was created for
all those wanting to increase the importance of sustainability disclosures as an account-
ability tool. Since 2011, the GRI’s Sustainability Disclosure Database has cataloged all
GRI-based and non-GRI-based sustainability reports that the GRI is aware of. The
number of reports has increased rapidly in the last few years. Nowadays, it humbers
more than 24,000.

The United Nations Sustainable Development Conference (Rio+20) was organized
in 2012. At this conference, the GRI attended to Green Economy Coalition and the
Corporate Sustainability Reporting Coalition, and it was accepted as an organization
that supported UNEP in improving sustainability reporting. By 2012, the GRI had in-
creased the sectoral guidelines to eight.

In 2013, the GRI published the fourth generation G4 Guide, which included Report-
ing Principles, Standard Disclosures, and the Implementation Handbook for use while
preparing sustainability reports by organizations of any size or sector. The GRI also
joined forces with the United Nations Global Compact (UNGC) and the World Business
Council for Sustainable Development (WBCSD) in order to establish private sector guid-
ance. This guidance is intended to support and help organizations develop their sustainabil-
ity management and reporting in the frame of global sustainability development goals.

Related to the disclosures of non-financial and diversity information of some large
companies, an EU Directive increased the demand for the GRI reporting framework.
Firstly, the GRI Content Index Service was launched in order to provide a verification
service for the accuracy and alignment of the Content Index of G4-based reports. After
that, the latest version of Taxonomy, which covers the G4, G3.1, and G3 Guidelines,
was launched. The content index ensures basic classification criteria in order to improve
the development of standards set. Also, within the organization, a new “Global Sus-
tainability Standards Board” and “Due Process Oversight Committee” were estab-
lished. As a result, the standard development and publishing process became much
more transparent and was separated from other activities of the organization.

In 2015, the GRI launched the sustainability reporting expertise exam to identify
individuals who have the ability and capacity to conduct sustainability reporting based
on G4. This move is an important step in the transformation of sustainability reporting
into a licensing-based profession. The exam is currently administered in more than
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70 countries, and the names of those who have successfully passed the certificate are
published on the GRI website.

In October 2016, the GRI published the first set of global standards for sustainability
reporting. These Standards, developed by the “Global Sustainability Standards Board,”
will create a reporting application that should be present in order to present the final
positive or negative impacts of organizations on the sustainable development target to
the stakeholders in a transparent and public manner. In this way, organizations have the
opportunity to explain their significant impact on the economy, environment, and soci-
ety based on generally accepted standards at a global level.

The GRI Standards have created a common language for sustainability reporting for
both organizations and stakeholders. In other words, through these standards, organi-
zations can present the economic, environmental, and social impacts of their activities
to their stakeholders. In this sense, the GRI standards provide a sustainability reporting
framework that will enable global comparability, ensure the quality of information on
the impacts addressed within the reporting framework, and thus enable organizations
to meet their high level of transparency and accountability obligations.

Conclusion

Financial reports provide stakeholders with information about an entity's financial po-
sition, operating results, and cash flows. Although this information is necessary for de-
cision-making processes, it cannot be said that they are sufficient to make effective
decisions today. Stakeholders continuously demand more information on the environ-
mental, social and economic impacts of entities’ activities. After completing the stand-
ardization process in 2016, sustainability reporting ensures transparent and accountable
non-financial information to stakeholders.

This study provides a chronology of the historical development of sustainability re-
porting with three limitations: the investigation of institutionalization in the frame of
the GRI, examining the past until 2016, and considering only events that have an impact
on the private sector. This paper divides the development history of sustainability re-
porting into three main periods: the pre-standardization period, between 1962 and 1998,
the standardization (institutionalization) period, between 1999 and 2016, and the post-
standardization period, which started after 2016. The pre-standardization process of
sustainability reporting can be classified under three sub-periods: the root period, be-
tween 1962 and 1979, the theoretical preparation period, between 1980 and 1988, and the
period of emergence, between 1989 and 1998. Table 1 shows the chronology of the histor-
ical development of sustainability reporting, which is the main finding of this study.

It is predicted that the post-2016 process will evolve in the way that the International
Accounting Standards Board has embarked on its institutionalization adventure. In
other words, it is estimated that the Global Sustainability Standards Board, established
in 2014 within the GRI, will soon gain independent status as an international authority.
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Table 1. Chronology of sustainability reporting

Periods |Years Main Feature Events Year
Silent Spring 1962
The Economics of the Coming
. 1966
3 <y nclud s that Spaceship Earth
|3 neluides evenrs fha Limits of Growth Report
o o | created awareness of _ - :
S | £ |environmental issues United Nations Environment 1972
o - Program
zZ
o Criticizing the Limits of Growth 1973
';: Report
g a 3 Played a vital role in the | World Conservation Strategy 1980
g o =5| development of theoretical | Report
[a) % 2| & |approaches to finding -
Za|l®Bs5| ; : World Commission on
< 52| 4 [solutionsforenvironmental Envi 1983
= 88| & . nvironment and Development
0 = =| & |problems by constructing
L gl - relationships between the
o & Our Common Future Report 1987
o economy and nature
Exxon Valdez Accident 1989
§ - § Principal framewo_rks CERES Principles
%-S 7 eme_rged on rep_ortlng the GRI Project Department 1997
se| 2 environmental impact of
m S | organizations' activities | TBL Approach 1998
GRI Steering Committee
Gl 2000
Forming of GRI as an independent
L 2001
organization
_ ’g G2 2002
o E GRI Technical Advisory 2005
';: N o |Includes events directly Committee
N5 8 § focused on the development [~ 2006
E <ZE o o, | of (especially formal)
<Df 5 o & | institutions of sustainability Mo between GRI and UN 2010
<Z( = - reporting G4 2013
= b Establishment of Global 2014
= Sustainability Standards Board
Launching of GRI’s accreditation 2015
exam
GRI Standards 2016

Source: author’s own elaboration.
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