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Abstract

In the era of 21st century, a Triple Bottom Line not only measure profits as earlier,
but also measures the social, environmental and economic dimensions of an entity
through its activities and processes. It is a new way of evaluating a company’s impact
of their actions on both local as well as global scale for the survival and longevity
of an organisation. Due to uncertainty and unpredictability, corporate values are in
move from traditional to human and societal values. It is the first and foremost
responsibility of profit, non-profit or government sector to fulfill the various obligations
of their stakeholders as well as the planet we are living on. Traditional Accounting
methods do not take in consideration the intangible assets (human capital and intellectual
capital) and risks. Though, these factors are also the main attributes that affect
organisations accountability. Thus, there is a need of the hour to develop a system
of accounting that may include intangible assets and risks. There lies a major reason
for emergence of triple bottom line. Triple bottom line is thinking holistically, exploring
the inter-related relationships between the economic, social and environment that is
People + Planet + Profit (3 P’s). The companies aiming for sustainability need to
perform not against a traditional single, financial bottom line but against the triple
bottom line. This paper focuse on how triple bottom line approach change the way
of evaluating and reporting the performance of corporations. This paper emphasis
on how a value addition in financial bottom line changed into triple bottom line.

Keywords: Triple Bottom Line, Intangible Assets, Sustainable Development, Intellectual
Capital, Value added approach.

triple bottom line is an approach for measuring performance assessment and management
that includes the interdependence of economic, environmental and social criteria which
aims to report, assess and improve organisational performance in relation to
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sustainability. Triple bottom line is therefore best seen as a process that includes managing,
measuring and publicly reporting multi-dimensional performance and integrating with management
process.

Due to some worldwide hazardous situations many social and environmental issues occur
like environmental pollution and degradation, exhaustion of natural resources of the planet,
global warming, unfair working conditions, unethical business practices etc. and create public
awareness to sustainability, sustainable development and corporate social responsibility.

Sustainability has emerged as a concept to guide and change the mindset of society towards
the environmental issues and development of society. Sustainability means development that
must meet the ongoing needs of current and future generations, including the inequalities
in the distribution of goods and services. It implies action and societal orientation, resource
conservation, development within ecological limits, environmental protection and re-establishment.
It implies good governance – transparency, fairness, accountability, democracy and participation.
Decision- making must take an integrated approach that includes social, economic
and environmental issues, with reference to its basis as a social construct that applies to human
societies and culture. Ultimately, sustainability is about doing things better and improving
environment, society and economies.

As environment is dynamic and keeps on changing it is difficult to measure the performance
of organisations. The concept of sustainability has widened its scope but there are no clear
and common criteria of reporting the various aspects.

 A new framework to measure sustainability during the mid-1990s, called the triple bottom
line (TBL), went beyond the traditional measures of profits, return on investment, and shareholder
value to include environmental and social dimensions. By focusing on comprehensive investment
results—that is, with respect to performance along the interrelated dimensions of profits,
people and the planet—triple bottom line reporting system can be an important tool to support
sustainability goals.

Movement toward corporate concern for the ‘triple bottom line’—financial, social, and
environmental performance—requires radical change throughout the corporation. It is not
‘either/or’. The new paradigm is ‘and also’.

Triple bottom line helps in measuring traditional as well recent framework to maintain
sustainability and value creation. It also creates value for community and stakeholder success.
Organisations hold its natural and cultural environments to be as valuable as its technological
portfolio and its employees’ skills.

Triple bottom line demands that a company’s responsibility is towards its all stakeholders
rather than shareholders. Stakeholders include anyone who might be affected by a company’s
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or industry’s practices or those who have some financial interest in the organisation, from
workers to surrounding communities and beyond.

TBL involves consideration of:

Vibrant Communities (People): A corporation has a responsibility of its employees and
its society as well in which it works. This bottom line includes everybody from farmers
supplying raw materials, on up to the CEO of the company. Companies that follow triple
bottom line always consider their actions and impact, on the people involved with them.
They also offer better working conditions and does not exploit their labour force.

Green Environment (Planet): TBL companies try to adopt the policies and practices
that are best suited for environment. They try to avoid those working methodology the
result of which may be hazardous to the environment. These organisations emphasize on
conserving electricity, reducing waste and adopting the manufacturing process that does
not harm to the environment. They adopt the policy of Going Green and try to make profit
through the use of renewable energy sources.

Strong Profitability (Profit): TBL companies have made a shift in methodology of profit
calculation. They rely on working harmoniously without leaving a negative impact on social
and environmental surroundings. While calculating the organisations profitability they consider
costs of pollution, worker displacement cost and various other costs that may affect the
community. They are looking for a profit that does not flow to the shareholders and management
committee but the profit that is helpful to whole of the community.

Application of Triple Bottom Line

TBL causing a significant change to new systems of corporate reporting that concentrate
on stakeholder, not only shareholder and  provide customised information on the web not
just standardised information on paper, that offers a continuous reporting dialogue along
a broader range of  performance measures, with a greater emphasis on future prospects
and assurance of the system of  value generation. The reason of measuring performance
is changing because the assets and risks not measured in traditional accounting which is
becoming more important as determinants of businesses future success. In the knowledge
economy human capital and intellectual capital are becoming the most critical intangible
assets of companies. In a world of diminishing, and often threatened environmental resources
the impact of companies is becoming critical to their future existence. So, they think cautiously
and develop a new reporting system to follow triple bottom line approach determinants of
businesses for future success.
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Table1: Difference between Old and New Reporting System

The Old Reporting System The New  Reporting System

Shareholder focus Stakeholder focus

Paper based Web based

Standardised information Customised information 

Company controlled information Information available from a variety of sources

Periodic reporting Continuous reporting

Distribution of information Dialogue

Financial statements Broader range of  performance measures

Past performance Greater emphasis on future prospects

Historical cost Substantial value based proposition

Audit of accounts  Assurance of underlying system

Nationally oriented  Globally based

Essentially static system Continuously changing model

Preparer-led regulations Satisfying market demands

The difference between old and new reporting system is discussed in Table 1 which
highlights the major changes that organisations are doing to increase sustainability. In this
way the organisations are trying to build their image in society as well as in their
stakeholders.

In reporting system some points are considered compulsory while some are voluntary which
is discussed in Table 2. But the difference occurs when some organisations have higher
points as compared to others in reporting system. They have better points because they
are more focused towards sustainable businesses and livelihood opportunities.
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Table 2: Measuring Corporate Social & Environmental Performance

Voluntary Reporting Compulsory Reporting

Environmental protection Charitable donations

Energy saving Employment data

Consumer protection Pension fund adequacy

Product safety Consultation with employees

Community involvement Employee share ownership scheme

Value-added statement Employment of the disabled

Health and safety   Contingent liabilities and provisions for health
and safety or environmental remediation

Racial and sexual equality 

Redundancies

Employee training 

Mission statement/statement of
social responsibility

Users of Triple Bottom Line

Businesses, nonprofits and government entities, all use the TBL. The applicability of the
TBL by businesses, nonprofits and governments are motivated by the principles of economic,
environmental and social sustainability, but differ with regard to the way they measure the
three categories of outcomes. Proponents who have developed and applied sustainability
assessment frameworks like the TBL encountered many challenges, chief among them, how
to make an index that is both comprehensive and meaningful and how to identify suitable
data for the variables that compose the index.

Variables Contributing to TBL Scorecard

The TBL and its core value of sustainability have become compelling in the business world
due to accumulating unreliable evidence of greater long-term profitability. For example, reducing
waste from packaging can also reduce costs. Among the firms that have been exemplars
of these approaches are General Electric, Unilever, Proctor and Gamble. Although these
companies do not have an index-based TBL, one can see how they measure sustainability
using the TBL concept. Cascade Engineering, for example, a private firm that does not
need to file the detailed financial paperwork of public companies, has identified the following
variables for their TBL scorecard:
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Economic

l Amount of taxes paid
l Personal income
l Cost of underemployment
l Job growth
l Employment distribution by sector
l Percentage of firms in each sector
l Revenue by sector contributing to gross state product

Social

l Average hours of training/employee
l From welfare to career retention
l Charitable contributions.
l Poverty level
l Average household income
l Violent crime rate
l Female labor force participation rate

Environmental/Safety

l Safety incident rate
l Greenhouse gas emissions
l Use of post-consumer and industrial recycled material
l Water consumption
l Electricity consumption
l Fossil fuel consumption
l Hazardous waste management
l Amount of waste to landfill

Some Examples from Different Industries include:

l An international shipment and packaging company has taken strong steps to reduce
its ecological footprint, and currently has about 30% of its stores using renewable
energy.

l An ice cream business has set a goal to reduce its carbon dioxide emissions by 10%
over the next few years. It also has started investigating more environmentally friendly
ways to package its ice cream, and plans to cut waste by at least 1,000 tons per
year.
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l A coffee company buys coffee beans from farmers who grow coffee in an
environmentally friendly manner, and it takes pains to ensure that all its workers are
treated fairly, and receive a living wage for their skills.

l A computer company focuses a lot on training and education programmes. It helps
underprivileged kids by giving them access to technology, and has goals to recycle
60% of its annual waste to create eco-friendly environment.

l Reserve Bank of India has decided to go for energy efficient buildings for ecological
and environmental concerns. Bureau of Energy Efficiency has awarded the first star
rating labels to the Bank’s building at Bhubaneswar and New Delhi. The four buildings
located at  Bhubaneswar, Chennai, Kochi, Kolkata are recognised as 5- star building
under the rating system.

l Small Industries Development Bank of India (the prime financer to small and medium
scale industries) has also incorporated environmental and social aspects in its core
business activities so as to ensure sustainable development. It provides concessional
and reduced credit to medium and small scale industries which are initiating energy
saving projects and are adopting pollution control measures.

Conclusion

During the past few decades, sustainability was calculated primarily in environmental terms,
but today the focus has shifted to the Triple Bottom Line, which also looks at economy
and social equity in addition to environment. TBL is a way of measuring an organisation’s
impact on human resources, financial profits and the environment. Organisations that follow
the TBL measure themselves in all three areas and design their operations to perform in
ways that have a positive impact on all three. The implementation of TBL is the urgent
need of the hour because it principally stresses the connection between current business-
and social-orientations (as part of business environment) on the one side, and the forthcoming
planet-orientation on the other. Adoption of TBL by the corporate entities assist in re-positioning
and expanding the boundaries of current managerial practices adopted by them. TBL requires
a fundamental change in the managerial practices not to be only business-and social-oriented,
but to be planet-oriented too.
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