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Accounting has a long-standing tradition of adapting to the evolving needs of business­
es. From the first counting of goods in Mesopotamia and ancient Egypt, accounting 
practices have accompanied developments in trade across the globe (Frankopan, 2023). 
The first firm evidence of double-entry bookkeeping can most likely be traced back to a 
Florentine bank in 1211 according to the evidence presented in Sangster (2016). Initially 
developed for banks, the system was later adopted by merchants to record more complex 
transactions and help them meet their growing demand for credit (Sangster, 2016). This 
invention of double-entry bookkeeping is most prominently described in Luca Pacioli’s 
Particularis de Computis et Scripturis, In Summa de Arithmetica Geometria Proportioni 
et Proportionalita (Pacioli, 1494). Another major development in accounting arose during 
the industrial revolution, which elicited the development of sophisticated cost accounting 
methods (Fleischman & Tyson, 1993; Johnson, 1981). As business transitioned to large-
scale manufacturing, the accurate assessment and allocation of production costs became 
essential for managing and ensuring a company’s profitability (AK Internes Rechnungswe­
sen, 2017; Becker et al., 2021; Kaplan, 1984; Pfaff & Troßmann, 2016).

Today, we are once again at a pivotal stage when businesses need to adapt to radical 
changes in the world. These global radical changes encompass environmental, economic 
and societal challenges. Researchers refer to the concept of grand societal challenges to 
emphasize the need for coordinated and collaborative effort from multiple and diverse 
stakeholders to address these global problems (George et al., 2016). Arguably, the most 
universally recognized responses to grand societal challenges are the United Nations (UN) 
Sustainable Development Goals (SDGs): 17 goals and 169 targets set by 193 countries 
in 2015 to be achieved by 2030. These SDGs are now the most widely acknowledged 
responses to the grand societal challenges of our time (George et al., 2016). Achieving 
these goals is a multifaceted endeavor intricately tied to the actions of multiple groups 
of actors (Belal et al., 2013; George et al., 2016; Guthrie & Dumay, 2021), such as 
nonfinancial and financial companies, governments, standard setters, non-governmental 
organizations (NGOs), and the media. Accounting can play an important role by provid­
ing the transparency, language, and metrics necessary to coordinate the actions of these 
actors. However, such a role requires an adaptation of accounting to the needs of various 
stakeholders (Christensen et al., 2021; Fülbier & Sellhorn, 2023).

As early as 1976, Anthony Hopwood emphasized that accounting plays “a vital role 
in the development of modern society” (Hopwood, 1976, p. 1) as a “formal means of 
collecting, analysing and communicating information on financial activities and perfor­
mance of all forms of organizations” (Hopwood, 1976, p. 1). In a later speech, he high­
lighted the continuous evolution of accounting to accompany societal developments and 
the consequent need for accounting research to address these developments (Hopwood, 
2007). Accounting links to economics and society through the provision of information 
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in the form of measures and qualitative disclosures and through incentives that arise 
from the information that the accounting system provides to its stakeholders. This role 
of accounting is often referred to as accounting being “the language of business,” and 
it was first described as such by Warren Buffett (Buffet, 1986). The quote underscores 
accounting’s essential role in communicating information about businesses to a wider 
audience. Through corporate external reporting, the accounting system provides a report 
on the financial performance and profitability of the firm. Stakeholders then decide on 
their own actions based on the reported information. These actual and anticipated stake­
holder actions create reporting incentives that shape firms’ disclosures, which in turn have 
positive or negative implications on economic and social outcomes (Ewert & Wagenhofer, 
2012; Leuz & Wysocki, 2016). Similar arguments can be advanced for internal report­
ing. Managers may tailor accounting information to the specific needs of stakeholders 
(Becker et al., 2021; Labro, 2019). Again, these incentives shape the information from 
the accounting system and therefore affect overall outcomes. Considering recent societal 
developments, accounting will have to show its ability to continuously map new and 
transforming business activities and their impacts onto corporate accounts. Achieving this 
goal will require substantial efforts from the accounting profession in the years to come.

To address the societal challenges outlined in the SDGs, accounting needs to facilitate 
the integration of sustainability considerations into corporate decision making. Initial ef­
forts in the 1980s to consider environmental externalities (for an overview see Coenenberg 
& Kleine-Doepke, 1981; Schaltegger & Burritt, 2000) never gained widespread accep­
tance in accounting practices. Over time, companies gradually began adding sustainability 
information to their external reporting practices (Lin et al., 2024; Stolowy & Paugam, 
2018). A significant milestone in this development was the establishment of the Global 
Reporting Initiative (GRI) following the adoption of the Kyoto Protocol in 1997. The GRI 
provided the first uniform set of sustainability reporting guidelines in 2001, and these 
were not renamed standards until 2016. However, these early sustainability reporting 
practices were often disconnected from both internal management accounting practices 
and external financial reporting. Typically, they were treated as separate disclosures rather 
than being integrated into financial reporting and often lacked the quality needed to pro­
vide a comprehensive, balanced and objective overview of a company’s sustainability per­
formance (Michelon et al., 2022). With the Paris Agreement in 2015 and the adoption of 
the SDGs in the same year, sustainability considerations gained international momentum, 
which resulted in a stark increase in corporate sustainability reporting worldwide. At the 
same time, a growing trend towards sustainability reporting mandates emerged worldwide 
(e.g., Chalmers et al., 2023). While these mandates have the potential to substantially 
improve the quality of sustainability reporting in the future, their effectiveness depends 
on their specific design and implementation. Moreover, the increasing materialization of 
physical and transitional risks arising from climate change requires the consideration of 
climate-related risks and opportunities by decision-makers in businesses. Consequently, 
accounting now has an imperative to provide information on these topics.

The European Union (EU) is at the forefront of these developments with its stated goal 
of becoming the first carbon-neutral continent by 2050 through the European Green Deal. 
This includes a large body of regulatory initiatives, among which the adoption of several 
sustainability-related reporting mandates (for an overview see Hummel & Jobst 2024) and 
the introduction of a first set of EU-wide mandatory European Sustainability Reporting 
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Standards (ESRS) have the most notable implications for the future of accounting. In 
Switzerland, the Federal Council has opened the consultation process for stricter rules on 
sustainability reporting, including compliance with the ESRS or equivalent standards.1

The main purpose of these developments in external sustainability reporting obligations 
is to force firms to consider their impacts and dependencies on the environment and 
society and thus enlarge their decision frameworks to incorporate broader accountability. 
Ultimately, this fostering of decision-useful sustainability information will support the de­
velopment of solutions for the grand societal challenges. This regulatory framing requires 
a substantial integration of internal and external accounting practices and measurement 
schemes that allow progress on sustainability to be tracked. Companies need to establish 
adequate systems, processes, and structures to ensure that sustainability information is re­
liable and accurate. Setting up reliable data systems is challenging because the information 
required pertains to topics that are not directly related to traditional financial accounting. 
In terms of accounting systems for sustainability, the academic literature has only recently 
begun to offer specific approaches, albeit with a focus on carbon emissions. These expand 
on the existing greenhouse gas protocol (Kaplan & Ramanna, 2021; Reichelstein, 2024) 
but are far from being implemented at scale. Finally, the integration of internal and 
external accounting practices and of sustainability-related and financial topics demands 
more holistic conceptions of value that include the value created for all stakeholders (see 
for instance Freeman, 1984; Porter & Kramer, 2011; Schoenmaker & Schamrade, 2019).

At the same time, we are witnessing a significant backlash against these developments 
in certain countries and among certain stakeholder groups. These groups advocate for 
less stringent reporting requirements due to concerns over administrative burdens and 
costs, which these groups argue hamper the economic competitiveness of their companies 
or countries. In the EU, this debate has been stimulated by “The Future of European 
Competitiveness – A Competitiveness Strategy for Europe,” a report authored by Mario 
Draghi that was published in September 2024. The report calls for significant simplifica­
tions of the EU’s regulatory framework to reduce bureaucracy and thus foster a more 
conducive environment for business growth and innovation. In February 2025, the Euro­
pean Commission proposed two legislative packages (Omnibus I and Omnibus II) aimed 
at simplifying sustainability reporting regulations (European Commission, 2025). It is 
precisely in this context that accounting research is needed to substantiate the debate 
by assessing the potential positive and negative consequences of sustainability reporting 
mandates and their impact on business practices (Christensen et al., 2021).

Another important societal development that affects businesses and, consequently, 
accounting, is the increasing digitization of society. Digitization enables businesses to 
streamline their processes and become more efficient. Furthermore, digitization has sub­
stantially changed the way we communicate and interact with each other and thus has 
given rise to new business models and contributed substantially to globalization. However, 
rapid developments in digital transformation also places firms at risk of missing out on 
disruptive technologies, which may result in decreasing market shares. The recent surge 
in the availability of artificial intelligence (AI) solutions has already strongly affected 
businesses and accounting and is likely to continue to do so in the future. The role of AI 

1 See the press release of the Federal Council on June, 26th, 2024: https://www.admin.ch/gov/de/start/dok
umentation/medienmitteilungen.msg-id-101585.html.
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in this sphere is twofold: First, it can help firms to streamline their processes (Davenport 
et al., 2023; Estep et al., 2024; Sundström, 2024), and second, it helps investors process 
information (Kim et al., 2024a, 2024b). The simultaneous development of sustainability 
and digitization presents an opportunity to leverage synergies through a combined ap­
proach known as “twin transformation” (EY & Fraunhofer FIT, 2023). On the one hand, 
digitization, offers the potential to overcome current challenges related to the availability, 
transparency, and integrity of sustainability data (de Villiers et al., 2021; de Villiers et 
al., 2023; Tiwari & Khan, 2020). On the other hand, a sustainable transformation can 
provide the framework for and purpose of digitization (EY & Fraunhofer FIT, 2023). 
Aligning digital initiatives with sustainability objectives can ensure that technological ad­
vancements contribute to broader sustainability-related goals. Again, accounting research 
is needed to better understand both the opportunities and risks arising from the use of 
these technologies.

This special issue focuses on the challenges that result from the need to run businesses 
more sustainably for the sake of the environment and of society and highlights the role of 
accounting information in meeting this need. Furthermore, the increasing role of digitiza­
tion in the economy and society is addressed within this issue. The first four articles focus 
on the role of incentives within firms that result in real effects. In particular, they look into 
the real effects of compensation from both theoretical and empirical perspectives.

The first article by Ewert and Wagenhofer deals with the optimal selection of metrics 
for environmental, social and governance (ESG) related compensation. Based on classical 
agency models, the authors highlight that ESG metrics used in compensation contracts 
need to be designed to induce managerial effort. Agency theory also indicates that ESG 
metrics need to be precisely measurable to provide an incentive to management. Fur­
thermore, these authors argue that weighting any metric within compensation contracts 
requires careful consideration of its relation to other metrics that are used within the 
compensation contract to ensure that each metric provides a differentiated incentive for 
the manager. If metrics all result in the same activities chosen by management, the focus 
should be on one of the metrics and not on all of them. This interrelation between targets 
may result in counterintuitive metrics being used within compensation contracts to align 
the incentives of the management effectively with the principal’s objective.

In the second article, Braun, Göx, Niggemann, and Schäfer analyze whether the public 
detection of managerial actions in the sustainability domain affects the optimal incentives 
that a principal can provide to a manager. Their model involves a management that 
is eager to signal its “green” ability to the market and can influence this signal either 
through greenwashing or through abatement actions. The manager may receive incentives 
to greenwash if abatement actions are more likely to be publicly detectable and vice versa. 
The results highlight the importance of carefully designing incentives schemes to induce 
managerial engagement in sustainable activities even in light of a market for managers 
that rewards “green” ability.

The third article by Eigruber, Haider, Pfeiffer, and Schmid describes recent trends and 
developments in executive compensation contracts in the largest public firms in Germany 
(DAX 40) from 2020 to 2023. Their focus is on ESG-linked compensation, clawback 
provisions, say-on-pay and relative performance evaluation. These elements are assumed 
to best describe current developments in corporate governance and link compensation 
to trends that arise from societal challenges. ESG-linked compensation is frequently used 
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in variable compensation. The same applies to clawback provisions, say-on-pay opportu­
nities and relative performance evaluation. The paper supports the notion that compensa­
tion structures adapt to current market demands for corporate governance that arise from 
societal challenges.

The fourth article focuses on action controls, in particular behavioral constraints, pre­
action reviews, action accountability, and redundancy. Weissenberger and Tica examine 
the concept of control system tightness and focus on action controls. The authors used 
a qualitative case study approach and conducted 15 semi-structured interviews at a Ger­
man insurance company, an industry that is typically characterized by a tightly regulated 
environment. Findings from the interviews enhance our theoretical understanding of the 
attributes of tight action controls. Moreover, these findings suggest that employees per­
ceive tight action controls less negatively than traditionally depicted in the literature. The 
article thus contributes to the theory of control system tightness by expanding its scope to 
action controls.

In the next paper, the focus shifts from the analysis of managerial incentives to the 
incentives for investors and the role of accounting information in capital markets in 
light of societal challenges. Wagner elaborates in the fifth article, on the role of AI in 
the information function of accounting for investors as the main stakeholder group. He 
describes how AI can facilitate information production and aggregation across various 
dissemination channels and highlights selected contributions to this literature. However, 
he cautions the reader that the use of AI to read accounting information may also lead 
to comparative disadvantages for investors with lower AI literacy. He concludes the paper 
with seven theses for the future of accounting resulting from AI.

Although the emergence of AI has transformed the way business communication is 
processed, the most significant change in corporate reporting in recent years has been 
the introduction of sustainability reporting mandates. Sustainability reporting allows firms 
to measure their sustainability performance and tie it to specific indicators that can be 
monitored across time. Furthermore, sustainability reporting aims to guide companies’ 
decision-making towards green activities. Two papers in this special issue take a closer 
look at sustainability reporting requirements.

In the sixth article, Stefani and Gabor describe the introduction of the Corporate Sus­
tainability Reporting Directive (CSRD, (EU) 2022/20464) and highlight selected issues of 
concern. Their focus rests on the CSRD’s scope, which is far broader than that of the 
previous regulation in the EU; the amount of information to be disclosed as a result of the 
CSRD; reporting boundaries; and the balance of external reporting. The authors highlight 
the potential positive effects of such a regulation with an extensive literature review but 
also stress potential shortcomings of the CSRD, including incomplete regulation, inconsis­
tent and imprecise definitions, and implementation issues. The paper stresses the challenge 
that the CSRD poses for corporate practice, which needs to apply the regulation starting 
in the reporting year 2024.

The challenges to corporate practice in applying the EU’s sustainability reporting re­
quirements are also stressed by Eberle and Leibfried. These authors discuss the approach 
to sustainability reporting taken in Switzerland and highlight both existing regulations 
and current proposals for the convergence of Swiss law with the CSRD. As senior mem­
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bers of Swiss GAAP FER2—one author is the president of the Board of the Foundation 
and the other is the president of the commission preparing recommendations—they dis­
cuss the current proposal by Swiss GAAP FER, which aims to facilitate sustainability 
reporting for small and medium-sized companies.

A further question raised by the emergence of sustainability reporting and digitization 
is how to integrate these aspects in future accounting education at the tertiary level. The 
final paper in this special issue stresses the importance of rethinking current practices 
in accounting education: Passardi proposes an alternative to the classical approach to ac­
counting teaching. In further sections, he argues that such current trends in accounting as 
sustainability reporting and digitization are important elements that need to be integrated 
in modern teaching of accounting.

Taken together, the articles presented in this special issue highlight the pivotal role 
of accounting in addressing grand societal challenges, in particular the transformations 
driven by sustainability and digitization. The contributions in this issue emphasize that 
accounting must evolve and adapt in a rapidly changing world. Collaborations and an 
ongoing dialogue between academics, practitioners, regulators and educators are crucial to 
ensuring that accounting remains “the language of business”.
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