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1 Introduction 
1.1 Problem Definition and Purpose 

“As we watch the sun go down, evening after evening, through the smog across the poisoned 
waters of our native Earth, we must ask ourselves seriously whether we really wish some 

future universal historian on another planet to say about us: ‘With all their genius and with 
all their skill, they ran out of foresight and air and food and water and ideas’” – U Thant1 

Environmental issues have become ubiquitous, and so has the term sustainability.2 A 
plethora of policies, companies, customers, investors, NGOs, and societies discuss 
sustainability; but talking and acting are two entirely different realms. The corporate 
sector, as one of the main polluters, bears a special responsibility to behave and act 
sustainably.3 Many firms state that they care about sustainability.4 However, 
sustainability is often not actually implemented into the company’s culture and 
actions, but may represent a tool for looking good to the outside. In order to truly 
ingrain sustainability, there is a need to have specific internal instruments that track the 
firm’s environmental performance.5 This is where indicators come into the picture – 
more precisely environmental indicators. These are useful tools which may be applied 
by the accounting function in a firm in order to track its environmental performance 
and to support the decision-making of the management. However, in order to be useful 
they first have to be accepted and implemented, and unfortunately up until now, 
environmental accounting still seems to be rather an unpopular outsider in accounting. 

To support the development towards the implementation of environmental aspects into 
accounting, this paper seeks to provide practical advice for German companies by 
selecting and defining a set of environmental indicators. The aim is to provide 
applicable and well-defined environmental indicators that address the most important 
global environmental issues, and that are assigned to the different value chain stages of 
a firm and beyond. This will be achieved, by also assigning indicators to the firm’s 
suppliers, especially those suppliers from developing countries, as well as offering 
corporate environmental indicators. 
  

                                         
1 The U Thant Institute (URL). 
2 See chapter 4 and 2, incl. following sentence. 
3 See Hawken (1996), p. 37; Herva (2011), p. 1687; Azapagic (2000), p. 243. 
4 See section 2.2, incl. following sentence. 
5 See chapter 5, incl. following sentences. 
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1.2 Delimitation and Research Approach 
Great effort has been made to find measures, indicators and approaches towards 
sustainability.6 It has started with the discussion, research and implementation of such 
means on a global, national and local sphere.7 Yet, it has been recognized that it is 
impossible to go this journey towards sustainability without involving one of the main 
obstacles towards a sustainable world – the corporations.8  

This present paper will therefore concentrate on the environmental aspect of 
sustainability from a corporate perspective; by providing generic environmental 
indicators9, suitable for all kinds and sizes of companies in Germany. A special focus 
will lie on their developing country suppliers as they have become increasingly 
important to the supply chain and the paper seeks to encourage environmental 
sustainability in the entire chain. To be able to understand sustainability, and 
consequently the environmental indicators’ true usefulness, application and relevance, 
the paper will first try to give a comprehensive overview of all three relevant thematic 
aspects: (environmental) sustainability, accounting and environmental accounting.  

Therefore, the second chapter will present theoretical foundations concerning 
sustainability and related issues. As developing countries should be understood well 
before implementing corresponding indicators, their current awareness and practices of 
sustainability will be described in chapter 3. In order to understand the urgent need for 
change, chapter 4 will present current issues caused by unsustainable behaviour and 
actions with focus on businesses. Chapter 5 will finally present the last important 
theoretical basis for this paper by explaining important aspects of conventional and 
environmental accounting with special reference to indicators in the context of 
Germany. 

In allusion to this, chapter 6 will clarify the significance of a holistic view concerning 
the creation of an environmentally sustainable company, and refer to Porter’s value 
chain, which provides the basis for the selection and definition of the environmental 
indicators along this value chain with special reference to suppliers in developing 
countries. The selection approach is based on a comprehensive literature review, 
looking for the indicators most prevalent in theory and practice, that cover all 
important global issues, as well as on specific selection criteria. This chapter will 
                                         
6 See Kates (2015), p. 802; chapter 5 and 6. 
7 See Hahn (2006), p. 2; Hallay (1992), p. 17; Gallopín (1997), p. 13; Liverman (1988), p. 133; Atkinson (2000), 

p. 235; UNDP (2012), p. 7; for environmental indicators for the macro level see i.a. Wiedmann (2010); 
Bell (2008), pp. 29-40, 45ff; Wilson (2007); Hoekstra (2006); Wiedmann (2013). 

8 See Hawken (1996), p. 37; Wolters (2002), p. 231; Azapagic (2000), p. 244. 
9 Some indicators which deal for example with environmental costs, fines, investments and savings will also be 

provided. Some may perceive them as economic indicators, others as environmental indicators. In this paper 
they will be considered as environmental indicators (EMIs); see subsection 5.4.1; section 6.3.  
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conclude by offering not only specific divisional environmental indicators for each 
value chain stage but also presenting possible corporate environmental indicators most 
relevant for the management. Finally, it will give a brief introduction into the topic of 
an overall environmental indicator by demonstrating present issues associated with 
such measures, some opportunities and methodologies to derive a suitable indicator. 
Chapter 7 serves, on the one hand, as a summary of all selected indicators, and on the 
other hand, will deal with different models and frameworks to facilitate the 
implementation of the indicators. The ‘Environmental Tree-Model’ being proposed by 
the author. The last chapter closes with a critical evaluation and limitations concerning 
this work, as well as with opportunities and future prospects. 

 




