Revista de Contabilidad Spanish Accounting Review 26 (Special issue) (2023) 3-6

REVISTA DE CONTABILIDAD

REVISTA DE CONTABILIDAD
1 SPANISH ACCOUNTING REVIEW

SPANISH ACCOUNTING REVIEW

revistas.um.es/rcsar

[RC-SAR

Editorial letter. Sustainability accounting, accountability and disclosure in

a Circular Economy

Guest Editors:

Igor Alvarez Etxeberriaa?, Fernando Llena-Macarulla®’, Pilar Portillo-Tarragona®

a) Department of Financial Economics and Accounting, Faculty of Business and Economics, University of Basque Country, Donostia-San Sebastian-SPAIN.
b) Department of Accounting and Finance, Faculty of Economics, University of Zaragoza, Zaragoza-SPAIN.

¢Corresponding author.
E-mail address: fllena@unizar.es

https://www.doi.org/10.6018/rcsar.586991

©2023 ASEPUC. Published by EDITUM - Universidad de Murcia. This is an open access article under the CC BY-NC-ND license

(http://creativecommons.org/licenses/by-nc-nd/4.0/).

There is an urgent need to reduce the climatic and
environmental impact of both human production and
consumption activities, with the aim of reaching carbon
neutrality, decreasing the need for resources and protecting
biodiversity, thus advancing towards a fully Circular
Economy (CE) (Bocken et al., 2016; Geissdoerfer et
al,, 2017). The CE is gaining interest as a pathway
to sustainable development among scholars, practitioners,
and policymakers, fostering CE to achieve sustainable
development goals (Pizzi et al., 2020), a clear example
being the European Union new Circular Economy Action Plan
(COM/2020/98) (European Commission, 2020).

The CE seeks an efficient flow of resources - materials,
energy, water, information - that conserves the resources in
the productive cycle for as long as possible, creating circular
loops in which resources are used repeatedly (Aranda-Uson
et al., 2018; Yuan et al., 2006). In this scenario, different
perspectives recognise the value of the CE as an alternative
model to the linear one and as a path towards a low-carbon
emission and zero-waste economy based on the convergence
of economic and environmental principles (Ellen MacArthur
Foundation, 2015b, 2015a; European Commission, 2015,
2020).

The CE can be considered as a form of environmental
management operating on several levels: at the national or
regional level (i.e. macro), the goal is to decouple economic
growth from consumption; at the eco-industrial park level
(meso-level), the goal is to promote regional development
and protection of the natural environment (Scarpellini et al.,
2019); at the micro-level (or individual firm), the goal is to
find cleaner production approaches to achieve more efficient
use of raw materials and resources (Ghisellini et al., 2016;
Mathews & Tan, 2011; Murray et al., 2015).

At the micro-level, the CE means the improvement of
material intensity and energy saving and the introduction
of renewables, reducing environmental impacts, and a
high-efficiency rate of closing material loops (Jun & Xiang,
2011; Van Berkel, 2010). This model allows for added value
and utility of products and materials to be maintained as long
as possible, facilitating waste minimisation (Aranda-Uson et
al., 2018; Ellen MacArthur Foundation, 2015a; Scarpellini et
al., 2019).

In a triple bottom line framework (Elkington, 2001),
companies that adopt a circular business model must
consider CE’s economic, environmental and social
dimensions, and the measurement of its impacts at a
micro-level is a relevant routine. Thus, by adopting a
circular business model or introducing CE principles in
businesses, changes are also envisaged in sustainability
accounting (Scarpellini et al., 2020; Llena-Macarulla et
al., 2023), reporting practices (Marco-Fondevila et al.,
2021; Barnabe & Nazir, 2021) and the measurement of
CE-related activities introduced by companies (Aranda-Usén
et al., 2020). Therefore, there is a need to improve new
management and accounting tools to achieve these new
requirements (Schaltegger et al., 2022; Yin et al., 2012).

In this framework, some scholars have partially
approached the three dimensions of sustainability of
CE in businesses (Girard and Nocca, 2019; Hysa et al., 2020;
Iacovidou et al., 2017; Kravchenko et al., 2019; Scarpellini et
al., 2020). In the micro dimension, the implementation of CE
principles impacts companies’ environmental management
and the linked changes in accounting systems, particularly
in aspects related to sustainability accounting (Scarpellini
et al., 2020). In addition, society has increased its demand
for corporations to mitigate the effects of their activities
on the quality of life of local communities, and there is an
increasing demand for information and accountability to
shape the common good (Pesci et al., 2020). Therefore,
CE would imply changes to companies’ environmental
management and accounting practices regarding natural
resources and the introduction of processes and controls
to close the material loops. It is necessary to point out the
role that accounting plays, through valuation, since “what
is valued becomes a resource, while what is not valued is
considered waste” (Larrinaga & Garcia-Torea, 2022).

Meanwhile, the influence of circular models on
sustainability accounting is still an incipient line of enquiry.
Generally, one or two of the three dimensions of sustainable
development often prevail, with fewer social considerations
(Kirchherr et al., 2017). Notably, the measurement of the
CE at the micro-level must be expanded and specialised
in sustainability accounting, accountability, and reporting
practices (Scarpellini, 2022).
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Based on the previous arguments, the integration of the CE
from the accounting perspective must lead to sustainability.

This Special Issue of Sustainability accounting,
accountability and disclosure in a Circular Economy is
in collaboration with the EMAN Europe 2022 Conference
(San Sebastian, June 2022). We would like to thank the
Editorial Board of the Revista de Contabilidad-Spanish
Accounting Review, and in particular its Editor-in-Chief, for
the opportunity to publish this special issue.

The five academic papers published analyze approaches
to implementing sustainability accounting in organisations,
focusing on the principles of CE and the implications they
may have on an organisation’s accounting and reporting
practices from different contexts.

The first contribution, ‘Circular reporting, strategy
and performance in agri-food companies: a natural
resource-based theoretical approach’ by Rabasedas et al.
(2023), examines to what extent Argentinian agri-food
organizations use circular reporting to translate circular
economy strategy into better performance based on data
collected from 238 agri-food Argentinian organizations
and analyzed wusing partial least squares structural
equation modelling. The authors conclude that a natural
resource-based circular economy strategy positively affects
performance and circular reporting has a significant indirect
effect on environmental and economic performance.

In the second contribution, Jesse et al. (2023) authored
a contribution on ‘A circularity accounting network: CO,
measurement along supply chains using machine learning’
uses artificial neural networks to design a circularity
accounting network. They present the conceptual design
and a preliminary test of the network using real data,
helping to advance the underexplored potential of artificial
intelligence in the field of circular economy accounting.
The network allows viewing the level of (non)circularity
of different products through specific diagrams calculated
by a CO, estimator based on knowledge of the theory of
actors-network.

The third article, ‘“Old” financial instruments in “new’
circular models: Applied environmental accounting in the
banking sector for reporting in a circular economy’ by
Marco-Fondevila et al. (2023), demonstrates the wider
role of financial institutions as a channel of funds to
promote the expansion of the circular economy within
the framework of environmental accounting and in the
framework of the European Union taxonomy for sustainable
finance. By studying the details of renting agreements
of a financial institution over 18 years as a case study in
Spain, this research demonstrates how this type of service
can render important benefits in terms of use of resources
and reduced carbon emissions. The results obtained from
the stakeholders’ perspective highlight the pivotal role of
existing financial instruments and the need for new metrics
for reporting linked to the servitization of the economy as a
specific circular issue.

The fourth contribution, ‘Bibliometric study of the
link between Sustainability and Circular Economy: A
contribution for a current business model from the
collaboration Enterprise-University’ by Gallardo-Vazquez and
Sanchez-Dominguez (2023), approaches from an analysis
of the existing literature on corporate social responsibility,
sustainability and circular economy simultaneously to study
the change of a traditional and linear business model
(BM) to a new and circular business model (NBM). They
affirm that the company-university collaboration supports
the strategies of NBMs and facilitates the development of

i

initiatives and projects, under a Triple Bottom Line model.
The authors conclude that linear business models are not
enough today, and it is necessary to move towards circular
models, which will allow to achieve the satisfaction of all
stakeholders and achieve legitimacy, from a good use of
their dynamic capabilities. Concerning accountability they
highlight the need to consider NBMs carry out an operational
and responsible communication process, addressing it with
transparency and gaining legitimacy.

Finally, in the fifth contribution, ‘Circular Economy and
Social Sustainability: A Transdisciplinary Approach to the
Basque Country’s automotive sector’ by Garayar et al. (2023)
examines the circular economy, and how the concept
is constructed and linked to the sustainability triple-axis.
They use a transdisciplinary approach to community-based
participatory research, and they approach a focus group
method and an in-depth interview method to render more
detailed perspectives. The results reflect that there is no
single way of understanding the concept, either among the
agents studied or in the academic literature, however, they
observe a general pattern, in that the environmental and
economic axis are at the centre of CE concept, while the social
axis of sustainability is cornered.

With these research contributions, this special issue
aims to the future direction of sustainability reporting and
accountability, along with mandatory financial reporting, to
allow organizations to consider their impacts on a wide range
of sustainability issues, including CE-related issues, and to be
more transparent about related risks and opportunities on
key issues of sustainable development, including planetary
boundaries and broader sustainability goals such as proposed
by the UN SDGs. This is in line with the Circular Economy
EU action plans (European Commission, 2015, 2020) as
well as recent sustainability reporting proposals (EFRAG,
2023'; ISSB, 2023”; TNFD recommendations, 2023°); along
with GRI proposals and updates that also consider the CE
principles relevant in their postulates.
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