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Project Description: 

External reporting, in contrast to management reporting, is reporting to the external 

stakeholders of a company or other organisation. It includes, but is not limited to, financial 

reporting and sustainability and governance reporting. ‘Externalities comprise social, 

environmental and broader economic impacts arising from the activities of an entity that are 

borne by others and that do not feedback directly into the short-term financial consequences 

for the entity. They are, therefore, outside the remit of financial reporting’ (Unerman, 

Bebbington and O’Dwyer, 2018: 498). 

Many, including the International Accounting Standards Board (IASB) think that the purpose 

of financial reporting is to provide information that is useful for investor and other decisions 

regarding the allocation of resources to companies. The presence of externalities can lead to 

failures in the allocation of resources via the market mechanism. Market prices as the basis 

for recording transactions at monetary values in financial statements disregard potential 

positive and negative externalities. 

Since the 1970s there have been experiments with value-added accounting, full cost 

accounting, and from the 1990s accounting for carbon rights trading to quantify externalities, 

in external reports. More recently, sustainability reporting and triple bottom line reporting 

have gained popularity as reporting mechanisms complementing financial reporting. 

In the EU, the transparency directive asks companies to report on sustainability and corporate 

governance. In 2018 the UN Sustainable Development Goals provide a framework for 

understanding the nature of externalities. Other organisations, including the Global Reporting 

Initiative (GRI), the International Integrated Reporting Council (IIRC) and the Sustainability 

Accounting Standards Board (SASB) have developed frameworks to enable the comparison 

of such information. However, developing metrics and assurance remains problematic 

because many economic, social and environmental externalities cannot easily be 

commensurated. That is, measured in ways that make comparison possible. 

http://business-school.open.ac.uk/people/cmm528
http://business-school.open.ac.uk/people/aa22873


This research project seeks to investigate the relation between the quantification of 

externalities and their inclusion in financial and other forms of external reporting both 

empirically and theoretically. This may take the form of case studies into companies 

exploring full cost accounting, such as Philips (Netherlands), value-added accounting 

(various companies in South Africa), The Crown Estate (UK). It may take the form of more 

quantitative analysis of the efficacy of quantification in respect of its objectives. It may also 

take the form of an investigation into the relation between performance measurement under 

International Financial Reporting Standards (IFRS) and performance as expressed in 

sustainability or triple bottom line reports. 

The successful candidate will demonstrate a good understanding of the theoretical context 

and implications of the research, and must be willing to engage in multi-methods research. 

Applicants must have good knowledge of financial reporting and statistical methods, be open 

to working within multiple research paradigms, and be fluent in English. 

About the supervisors: 

 

Carien is lecturer in accounting. Her research interests are accounting theory, conceptual 

frameworks and anything to do with the public interest in accounting.  

Ali is professor of finance. His research focuses on the allocation of internal resources within 

multi-segment organisations and on the provision of public services by private companies.  
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