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This course will help students develop an understanding of how the measurement of a global company’s environmental and social performance can contribute to business goals and strategies. Students will examine how different global companies measure and report on their environmental and social performance, and how their different approaches link to their market strategies, business fundamentals, and management philosophies.
Course Overview

Sustainable development, triple bottom line, industrial ecology…all concepts that, when implemented, (we hope) will lead to achievement of some relatively imprecise and ill-defined goals of sustainability.  We can probably come to a generally acceptable image of sustainability, particularly if we avoid the gritty details of specificity.  This does not work however, at the operational level.  At some point, we must specify characteristics and attributes of business that we will use to determine whether we are achieving our goals of sustainability.  This course is about specifying and measuring these attributes and characteristics.

In this course we explore, discuss and, when possible, work with identifying specific characteristics of sustainability.  Following directly from this process of identification we attempt to measure these characteristics and thereby find a way to evaluate sustainability.  We will find that this process is rarely linear.  In other words, we will find that in the process of identifying sustainability characteristics we must begin the process of measuring and the process of measuring will force us to reassess our identification of sustainability characteristics.  This circuitous (if not circular) path exists in practice for many, if not most, companies interested in sustainability.

Course Objectives

My objectives for any course often tend to be ill-formed, this course is no exception.  There are some which are clear to me at this time—I have indicated these below.  It is possible that these may be modified as we progress through the term.

1. Gain an understanding of the historical and current context for measurement issues in sustainability.

2. Examine, understand and critique measurement schema designed for and used for evaluating sustainability characteristics of businesses.

3. Understand the processes and implications of reporting sustainability metrics, including current trends, alternative standards, and verification methods.
4. Investigate and understand the basic concepts of environmental accounting and understand how environmental accounting relates to sustainability.

5. Explore a variety of problems relating to sustainable development through a detailed look at measuring and evaluating the sustainability characteristics of the problems.

Course Requirements

Participation (30%):

This is a small class and every person is important to the success of the group.  Participation is vital!  The first requirement of participation is attendance.  I recognize that there may be an instance beyond your control which may require your absence from a class period.  If you miss class you must notify me prior to the class.  If you miss two classes you must retake the class next year.    

The second requirement of participation is engaging the class with your opinions, experience, thoughts and questions.  Again, this is a small class.  To make this a successful experience everyone must participate.  Your grade for the course will be reflective of how well you participate.  I will keep track of the participation for each individual.  See me if you have questions about the adequacy of your participation.  Your observable behaviors in any team projects will also factor into this portion of your grade.

There is a tendency toward informality and casual behavior with small classes.  I am comfortable with that, within bounds…which I will set as we go along and about which I will occasionally remind you—or simply reset, as the occasion requires.  It is particularly important to respect each other and each other’s opinions.  This does not mean that we cannot or should not critique each other…we should!  It does mean, however, that individuals cannot dominate, that all opinions be vetted with consideration and respect, and that personalities be left out of the discussions.  Opinions can be correct or incorrect, logical or illogical, naïve or cynical…but they are expression of individuals’ beliefs.  We can, should, and will analyze each others’ opinions critically, but we must not be personal or disrespectful.  I will be particularly sensitive to this. If you have concerns in this area, contact me immediately so that we can resolve any problems.

I will occasionally encourage or discourage contributions in an attempt to make sure that everyone is heard.  I will occasionally truncate discussions in order to move to topics or individuals that I feel need better coverage.  This is based on my assessment of content and equity, not on personalities, so do not take it personally.

Finally...this class is packed with content and work...you have two presentations to make and a final project paper to create; there are a number of guest speakers whom I expect you to engage; there are some longish (but rarely terribly deep) readings you are expected to be prepared to discuss; there will be problems to work on in class.  I appreciate and encourage informality, but we do not have time to lounge about.  Therefore, I expect people to be to class on time, to respect break times, to spend the time in class focused, and to stay until the end of class.  I will try to make it worth your while.

Homework (5%):

This class may require work on several small exercises/cases and presentations.  I expect these to be written up professionally and thoroughly.  They will be due occasionally during the quarter.

I am an accountant and my expectations will be somewhat biased by this fact.  So you should be looking to support your arguments and recommendations analytically and quantitatively in many situations.  As I alluded to in the class overview, the topic of sustainability gets knotty when dealing with the details and specifics inherent in measurement and evaluation.  It is easy (relatively) to gloss over sustainability issues when we talk in abstractions and generalities.  When it comes to really quantifying and articulating environmental, social and economic sustainability you must be specific, precise, clear and unambiguous (this is an ideal…but we will shoot for it).  One of the primary reasons I am requiring occasional write-ups is to force you to think clearly and specifically about sustainability factors.

We will sort out the total number and format for write-ups as we go through the term.  There will, however, be at least one significant solo write-up.  I will grade these for content, style, format and completeness.  Be sure you proofread papers before turning them in.  If you have difficulty with grammar you may wish to have someone else read your paper.  The PSU Writing Lab is an excellent resource.  Use it if you need to.

Project and Presentations (65%):

This class will require a project, which will be chosen with consultation from me.  The project report and final presentation is due the final day of class, May 20th, with an intermediate presentation in mid-quarter.

General writing issues:

Spelling and grammar are always important. If you misspell a word that would be caught by Word’s spell checker I will be harsh. Proofread. Get help if your writing skills are poor.

All written reports must be in 11 point font, Times New Roman, 1.5 spacing. The margins should be 1 inch all around. Pages must be numbered on the bottom of the page. No folder or binding, staple in upper left corner, duplex printing is preferred. If you reference documents or web pages, these must be cited properly. Find and use an appropriate citation format. I really don’t care which one (I publish in a number of journals and I find little consistency between journals, but they are internally consistent—you should be, too).

You may need to include graphs, charts, spreadsheets, etc. These should be numbered consecutively following the body of the report. If you include these materials, they should always be referred to in the body of the text.  

Readings:

Most of the readings will be available on line; through the library, various third party websites, or my web page.

Some General comments:

This course deals with evaluating and measuring the sustainability performance of global corporations. In the process of addressing the relevant issues we will discuss and allude to issues of explicitly global import. But much of our hands-on work will be focused on much smaller, and frankly, provincial, sustainability issues. This is the result of several factors. First, my goal is to ensure that this class is somewhat detail-oriented, which means that you will deal with data at a detailed (accounting() level. I do not have the kind of data that is useful at this level for global corporations. I do have access to some at the local level. Second, just as all politics is local, all metrics is local. We cannot measure greenhouse gas emissions for a country directly—we accumulate measures from smaller units. We can measure greenhouse gas emissions for individual factories (maybe), or individual machines (probably), or inputs of greenhouse gas-generating fuels to specific machines. So learning to address metrics at a detailed level takes the concept out of the “global” realm and brings it to one monitoring device put just downstream from a chemical plant. It will be one of the goals of this class to build the understanding that the global issues are usually an accumulation of local issues. And a major concern of the sustainability movement is learning to measure…often because it is detailed and difficult and complex. I want you to understand and feel somewhat comfortable with this by the end of May.

I will refer a lot to business strategies, objectives of corporations, understanding and building a business case…and other things that are an anathema to many people who are truly and sincerely interested in the sustainability of our species and an environment that will sustain it in perpetuity. My belief is that the only way to achieve this very commendable (imperative) goal is to change the social and environmental cost of material consumption. I believe that we cannot, as a society or as a species, expect that we can successfully convince our species to give up, as individuals, what many consider a better quality of life. Therefore, at the heart of any change in these costs is business. As a member of the consuming class and the business world, it is vital that I make thoughtful decisions about my consuming choices and my professional behaviors. From a professional perspective my job has to be to make changes to what I can impact…which brings me to the business case and understanding business objectives whenever I make suggestions or proposals for business change.

Project

The project this quarter will be identifying, researching, and presenting a topic related to measuring an aspect of sustainability.  You will be responsible for providing me a complete report and an in-depth presentation to the class, on the last day of class. The presentation must reflect the complexities and difficulties of measuring sustainability attributes of your topic, solutions (or lack thereof) relative to your topic, and a rigorous analysis or example demonstrating how you might deal with a problem related to your topic.

For example, say you chose the topic of computer electronics take-back (you will not be allowed to do this topic)—the issue of how companies/society will deal with getting computer electronics from the consumer to companies that will reclaim/reuse the materials in the computers. A presentation for this topic should include, at a minimum:

1. A history of take-back, including the innovations in Europe, through the various attempts that the EPA made, the corporate involvement, and the current status—across the globe (what is happening in Maine, how is the EU handling this issue, is China interested?).

2. Detailed description of the take-back programs currently in place, including who is involved, their participation, logistics of the operations relating to take-back.

3. Measurement issues: what specific measurements are relevant…for example, how do you measure success in take-back—pounds of returned, number of returned, toxicity avoided in landfills??? Who gets to decide? What are the benefits of one set of measures over another? What problems occur when trying to do the measures…are the attributes being measured relevant, realistic, and attainable?

4. Solutions, or at least resolutions, to the measurement issues. What is the impact on business, on specific stakeholders, the environment/society?

5. A quantitative example of a take-back scenario. Given a particular piece of hardware, and a responsible party (or parties), and a location, what are the specifics of analyzing a take-back episode? This will require either uncovering a real situation or creating a realistic situation and showing how it would be quantitatively analyzed to understand the sustainability characteristics of the situation.

There will be two presentations, the first on either April 22nd or April 29th (the date for each person will be assigned—half of you each day) and the final one on May 20th, when all of you will present—this may be revised, if the class is too large.  The first presentation can be a bit rough (that does not equate to unprepared) and should deal with the history and status of your topic, primarily.  The class will have an opportunity to ask questions.  This presentation is designed to do several things, in no particular order of priority:

1. Give you/us a chance to focus, re-focus, pare down, broaden, whatever, the topic to ensure that the topic is both significant enough to provide value to you and to the class and narrow enough for you to do an adequate job of delving into the topic.

2. Provide some background about the topic so that your final presentation can assume some background.  We will not have time for much background on the topics on the final class day, so I want to get some of that out of the way early.  The first presentation will allow us (the class) to ask general and broad questions about the topic.  Then the final presentation can concentrate on details. 

3. Ensure that you are getting going on your topic(.

The final presentation should be a pretty sophisticated presentation (not necessarily glossy, but rigorous) that really addresses the operational issues of measuring sustainability.  This should take no more than 30 minutes, with questions.  I assume that you will all be here, for the entire period, on that day.

We will have time during the term to sort out some of the details of this project and, frankly, there will be details that will need sorting.  What I am really looking for is a coherent explanation of some sustainability measurement issue that will educate us (the class).  And I want it at a depth that we could go to a discussion of the topic and ask detailed, intelligent, insightful questions.  I would be very happy if each of us could leave class on May 20nd and feel like we could ask good questions of a practitioner or theoretician working with each of the topic areas.

Class Schedule and Topics—tentative

April 1—Introduction, some accounting fundamentals

Reporting Model, information attributes, accounting reports, operational reporting, fixed and variable costs

April 8—Project background, standards and foundations

Some accounting, some finance, some metrics concepts

Measuring, reporting

Student presentations of standards

April 15—Measurement of environmental factors
Bobby Cochran (confirmed)—understanding ecosystem markets 
Accounting tools modified for sustainability metrics
Certifications and certification processes

April 22—Performance measurement tools 
Jim Thayer (confirmed)—corporate sustainability footprint model 
Partial presentations

April 29—Operational issues in measuring

Steve Guttman (confirmed)—example of markets, using carbon markets 

Partial presentations

May 6—Operations
Shannon Tocchini (tentative); Noelle Studer (tentative)—working inside the organization

Unsure...looking for a guest...I will be out of town
May 13—Reporting, Audits, Verifications

Rupert Ayton (tentative)—investing in sustainability

Innovest, Portfolio 21, Dow Jones Sustainability Index, social and environmental factors 
Verification and auditing of reports
May 20—Student presentations


Full presentations

Tentative Class Schedule

April 1—Information attributes
Readings:

Triple Bottom Line (Brown, Dillard, and Marshall) 
Discussion topics:

Course introduction 

General problems in metrics and measuring

Review of some accounting issues, from a general manager perspective

Discussion of class project

Introduction of assignment for next week

Project:

Introduction to project

April 8—Standards

Readings:

Graedel, T. E. and B. R. Allenby. 2002. Hierarchical Metrics for Sustainability. Environmental Quality Management. Winter: 21-30.

Ligteringen, E. and S. Zadek. 2005. The Future of Corporate Responsibility Codes, Standards and Frameworks. “GRI and AccountAbility” at http://www.un-ngls.org/cso/cso8/accountability.pdf 

Discussion topics:

Standard setting bodies, attributes of standards, attributes of standards sets

Certifications

Assignment:

Each student is responsible for researching and presenting one set of ‘standards’...loosely defined.  This presentation should identify the purpose of the standards, provide some background for them, present them factually, and then critique them.  Do the readings before you prepare the presentation. Each presentation should include up to 5 slides for presentation, and a maximum of a 2-page handout for the class.  You can email them to me by noon on Tuesday, April 8, and I will copy them for the class.  

After the presentations you will, as a class, prepare a comparison of the various sets.  This should give us a way to evaluate their relative value in terms of evaluating and measuring sustainability of the organizations to which they are applied.  On April 1st, you will choose one of the following to research and present during the April 8th class.

	GRI
	USDA National Organic
	FSC

	AA1000
	SA8000
	UN Global Compact

	The Natural Step
	ISO 14000
	Food Alliance

	Fairtrade
	IFC Environmental and Social Standard
	EPEAT

	LEED
	GHG Protocol
	Energy Star


April 15—Finance and operational accounting
Speaker:
Rupert Ayton
Readings:

Epstein and Wisner.  2001.  Good Neighbors: Implementing Social and Environmental Strategies with the BSC.  Harvard Business School Publishing.

Guest Speaker:

April 22—Performance measurement tools
Readings:

GEMI, 2004. Clear Advantage: Building Shareholder Value. at:

http://www.gemi.org/GEMI%20Clear%20Advantage.pdf
Zingales, F. G. G. and K. Hockerts. 2002. Balanced Scorecard and Sustainability: Examples from literature and practice.  find at:  http://ged.insead.edu/fichiersti/inseadwp2003/2003-30.pdf
Guest Speaker:

Shannon Tocchini, LP—CONFIRMED 

Assignment:

Write up the case “Polaroid: Managing environmental responsibilities and their costs”.  The write-up should present the numbers, as best you can derive them, from the case.  Think about the ABC reading and the materials from the EPA accounting handbook article in Dr. Russo’s book (reading #18).  Identify all the costs that might be present, and separate as many as you can in the data that you are presented.  I expect you to have one or more tables that show costs.  Be sure that you can support the costs that you put into these tables.  Some questions to consider in your case write-up:

1. What is Polaroid’s liability for environmental responsibility?  How does their liability differ from their environmental cost?  What is the relevance to distinguishing between the two?

2. What environmental costs can Polaroid quantify?  What costs exists that cannot be quantified by reference to the information given?  How would you modify the current system to better quantify the environmental costs of Polaroid?

3. What is the value of the EARS system?  Should it interface with the financial and managerial accounting systems?  How can this/these system(s) be used to impact environmental management?

This case may be done solo or in groups of 2 students, but the groups must be of individuals doing different term-long projects.  

April 29—Certifications, Take-back issues

Readings:

Review presentations on LEEDS, EnergyShare, IT-EKO Declaration

Guest Speaker:

Wayne Rifer, Rifer Environmental—CONFIRMED 

In-class exercise that provides experience identifying problems relating to certifications and the electronics industry.  We will work with questions currently being addressed by large corporations and governmental agencies across the developed world.  Wayne will bring in some data so that we can actually attempt to think about how different stakeholders will interpret and use the data.  

Assignment:

Write up the case “Starkist”.  The write-up should present the numbers, as best you can derive them, from the case.  Think about the ABC reading and the materials from the EPA accounting handbook article in Dr. Russo’s book (reading #18).  Identify all the costs that might be present, and separate as many as you can in the data that you are 

May 6— Risk, Investors, Insurers, Reporting

Each student is responsible for analyzing and presenting a CER from a company.


UPS


Electrolux

Readings:

EMP, Chapters 5 and 6.  Financial Markets and Corporate Environmental Results and Corporate Sustainability and Financial Indexes.

Lingane and Olsen. 2004. Guidelines for social return on investment. California Management Review. available through the PSU on-line library databases – Choose “Business Source Premier”, then California Management Review as the journal title, and Lingane as the author.  You will pull up a connection to a pdf file for this article.

Warner, M. 2003. Putting the sustainable “development” performance of companies on the balance sheet.  Overseas Development Institute.  available at: http://www.odi.org.uk/pppg/activities/country_level/odpci/c3software/BalanceSheet.pdf
May 13—Verifications and audits, Considerations of risk, 


Steve Guttmann—talking about carbon trading
Readings:

AccountAbility. 2003. Assurance Standard AA1000. available at: http://www.accountability.org.uk/aa1000/default.asp?pageid=52
May 20—Presentations, Projects, Wrap-up

MacLean, R. 2004. The Search for Deep Green.  Environmental Protection.  www.eponline.com. find on my web site.

Marshall and Brown, 2003. Corporate Environmental Reporting: What’s in a metric?  Business Strategy and the Environment.  find on my web site.

Oregon Sustainability Board, 2003. A Sustainable Oregon for the 21st Century.  find on my web site.

FASB Statement No. 5
Accounting for Contingencies (Issued 3/75)

Summary
This Statement establishes standards of financial accounting and reporting for loss contingencies. It requires accrual by a charge to income (and disclosure) for an estimated loss from a loss contingency if two conditions are met: (a) information available prior to issuance of the financial statements indicates that it is probable that an asset had been impaired or a liability had been incurred at the date of the financial statements, and (b) the amount of loss can be reasonably estimated. Accruals for general or unspecified business risks ("reserves for general contingencies") are no longer permitted. Accounting for gain contingencies under Accounting Research Bulletin No. 50, Contingencies, remains unchanged; they are recognized when realized.

