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ABSTRACT 

The most challenging world problem currently faced is the climate change. Climate changes 

causes global warming, soil erosion, land degradation, and all many kind of pollution which 

are due to the human indiscriminate use of natural resources. Unlike in the past, green 

accounting currently receives a greater attention with environmental responsibility as one of 

the most vital elements.  Green accounting refers to the act of identifying, tracking, analysing, 

and reporting the cost information and materials associated with an environmental element. 

The adoption of Green accounting depicts enterprise/organization commitment has towards the 

environment. It deals with three most important factors people, profitability and the planet and 

also more or less deals with the costs and the advantages or benefits an environment brings to 

a business concern.  
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INTRODUCTION TO GREEN ACCOUNTING  

      Green Accounting is an aspect that deals with the management and accounting of issues 

pertaining to social and environmental impacts, safety, restrictions, and regulations, as well as 

the economically viable and environmentally sound organizational production. Green 

accounting plays a primary role in tackling the underlying social and environmental challenges. 

It therefore, poses impacts on the achievement of a sustainable environment and development 

due to confrontation of environmental and social responsibility issues. The green accounts are 

regarded as significant elements of enhancing corporate social responsibility. It enables the 

organizations to compare the cost implications of preventing or avoiding environmental 

damage to the society.  

Green accounting is one of type accounting that can give information about how many 

environmental costs to be incurred by companies to produce environment-friendly products or 

services. Green Accounting is a new system of environmental accounting that enables the 
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calculation of income, having regard to the economic damage and the depletion of natural 

resources. Green Accounting management is the identification, prioritization, quantification or 

qualification, and the incorporation of environmental costs into the decision.  

Using of the concept of green accounting for companies encourage the ability to minimize the 

environmental problems that it faces. Many large enterprises and service industries are now 

implementing environmental accounting. The aim is to improve the efficiency of 

environmental management by assessing environmental activities from the stand point of 

environmental costs and the economic benefit.  

 Environmental accounting system consists of conventional accounting environment and 

ecological accounting. Conventional environmental was accounting to measure the effects of 

the natural environment in a company in financial terms.  

 

REVIEW OF LITERATURE 

Redclift (1987) states that the definition of sustainable development is promoting between 

natural resources are limited to the achievement of economic objectives. Sustainability is a 

close relationship between economic, environmental and social. To that end, Green Accounting 

associated with sustainability, will require adjustments between conventional accounting with 

social needs in the vicinity. Green Accounting associated with sustainability provides 

information such as the calculation of what it will cost incurred by the company to the products 

or services they produce are products or services that are environmentally friendly, safe for 

consumption or use. 

Environmental costs in writing An Introduction to Environmental Accounting as A Business 

Management Tool (1995) compiled by United States Environmental Protection Agency (US 

EPA) says if the costs which occurred in the company can be divided into several groups. 
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Conventional Costs are the cost of raw materials, utilities, capital goods, and supply usually 

discussed in cost accounting and capital budgeting, but not considered as environmental costs. 

Potentially Hidden Costs are the costs that may be potentially hidden from the manager.  

 

IMPORTANCE OF GREEN ACCOUNTING IN CORPORATE ARENA 

             In today's conditions, probably the most important and interesting is the development 

agenda of the Green Accounting as a concept of sustainable elaboration which is expected to 

become the basis for decision making. Among them are environmental upfront costs that occur 

before the surgery. Contingent costs or contingency fees are fees that may or may not be 

occurred in the future. Image and Relationship Costs include the cost of annual environmental 

reporting and public relations activities, the cost of voluntary activities environment such as 

planting trees, and the costs for the program awards or recognition.  

Environmental prevention costs are the costs for activities performed to prevent waste 

produced and or waste that cause environmental damage. Examples of preventive activities: 

Evaluation and selection of suppliers, the evaluation and selection tools for pollution control, 

process design and product to reduce or eliminate waste, training personnel, studying the 

environmental impact, audit environmental risks, the implementation of field research, the 

development of an environmental management system, recycle the product, and obtaining ISO 

14001 certification. Environmental detection costs are the costs for activities performed to 

determine whether a product, process, and other activities in the company has met the 

environmental standards applicable or not.  

      Environmental internal failure costs are the costs for the activities undertaken since it 

produces waste and garbage, but not discharged to the outside environment. Internal failure 

costs occur to remove and process waste and garbage when it is manufactured. Activities 

internal failures have one of two objectives: to ensure that the waste and sewage produced is 

not discharged to the outside environment; and to reduce the level of waste disposed so that the 
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numbers do not pass environmental standards. Environmental external failure costs are the 

costs for activities undertaken after removing sewage or waste into the environment. External 

failure costs can be further divided into categories of realized and unrealized. External failure 

costs Realized (Tirrenus external failure cost) is experienced and fees paid by the company.  

Small businesses that go green save money and improve their corporate images. Switching to 

an eco-friendly office, plant, store or products can temporarily decrease your profits and reduce 

productivity, but small businesses can make green changes much faster than large corporations, 

limiting the impact to a relatively short period. Balancing the ways you go green minimizes the 

disadvantages and maximizes the benefits of improving your carbon footprint in your 

community. 

 

OBJECTIVES OF GREEN ACCOUNTING 

 

1. Segregation and Elaboration of all Environment related Flows and Stocks of 

Traditional Accounts: 

The segregation of all flows and stocks of assets related to environment permits the estimation 

of the total expenditure for the protection of the environment. A further objective of this 

segregation is to identify that part of the gross domestic product that reflects the costs necessary 

to compensate for the negative impacts of economic growth, that is, the defensive expenditures. 

2. Linkage of Physical Resource Accounts with Monetary Environmental Accounts: 

Physical resource accounts cover the total stock or reserves of natural resources and changes 

therein, even if those resources are not affected by the economic system. Thus natural resource 

accounts provide the physical counterpart of the monetary stock and flow accounts 

3. Assessment of Environmental Costs and Benefits: 

 (a) The use (depletion) of natural resources in production and final demand 
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(b) The changes in environmental quality, resulting from pollution and other impacts of 

production, consumption and natural events, on the one hand, and environmental protection, 

on the other. 

4. Accounting for the Maintenance of Tangible Wealth: 

The SEEA extends the concept of capital to cover not only human-made but also natural capital. 

Capital formation is correspondingly changed into a broader concept of capital accumulation 

allowing for the use or consumption and discovery of environmental assets. 

5. Elaboration and Measurement of Indicators of Environmentally Adjusted Product and 

Income: 

The consideration of the costs of depletion of natural resources and changes in environmental 

quality permits the calculation of modified macro-economic aggregates, notably an 

environmentally adjusted net domestic product (EDP). 

 

ADVANTAGES AND DISADVANTAGES OF GREEN ACCOUNTING TO 

CORPORATE INDUSTRY 

Advantages; 

1. Benefiting the Business 

Because of the public’s consensus about the need to protect the environment, a company can 

directly improve its public relations by implementing green manufacturing. Additionally, this 

process can lower costs for the business over the long term through the implementation of more 

efficient systems and fostering a company culture dedicated to innovation in processes. Further, 

these more efficient processes can result in lowering the amount of waste a business produces. 
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2.  Benefiting the Environment  

Green manufacturing can directly benefit the environment. For example, green manufacturing 

can help to reduce waste and harmful emissions and work toward preserving resources that are 

finite and non-renewable. Many customers want to support businesses that implement green 

manufacturing, so by implementing this process, a business can also gain new customers. 

 

Disadvantages; 

1. Surviving the Transition 

One of the disadvantages of green manufacturing a business can experience relates to the 

transition to green manufacturing. Businesses will need to locate funding sources to finance 

the switch to green manufacturing. Although the process should ultimately save the business 

money, in the short term implementing green manufacturing can cost a business significant 

amounts of money. Further, the transition generally requires not only the implementation of 

new manufacturing processes, but also the ability to design and build the necessary technology 

and machinery to support green manufacturing. Additionally, a business will typically have to 

find new talent to come in and educate current employees on how to work in the new green 

manufacturing environment. 

2. International Trade Disadvantages 

Another potential disadvantage to going green relates to international trade. Many businesses 

hesitate to implement a green manufacturing system because they fear that this process will 

become an impediment to the free flow of goods and profitable trade deals. This hesitation can 

apply to a wide range of manufactured products and industries. For example, a business might 

hesitate to implement green manufacturing because it fears losing an international supplier that 

does not participate in green manufacturing. 
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GREEN ACCOUNTING PRACTICES  

Over the past decade’s companies have recognized the benefits of environmental reporting. As 

a result, there was dramatic increase in the number of companies reporting in numerous ways. 

Early reporters are quick to realize that environmental disclosure is more of a governance and 

strategic issue than a simple reporting tool (Roome, 1992; Parker, 1997; Parker, 2000a). 

Regardless of the medium of reporting, companies are bound to satisfy country specific/ 

international reporting standards and requirements. It is important to understand as to how far 

standard setting improves credibility in reporting through major surveys.  However, most 

studies are based on content analysis of annual reports.  

A study of 80 executives of different industries was carried out by Dr. B. B. Padhan and Dr. R. 

K. Bal which revealed that corporate world is fully aware of the requirements of environmental 

reporting. They are also aware of the environmental issues. The corporate executives have also 

expressed  their  views  in  favour  of  environmental  reporting  by  the  industries.  In the 

words of Jond Seo Choi, research studies have examined the extent to which companies 

produce social information, of which environmental information would be part.  

A general theme that emerges from Green Accounting include the following.  

a. The proportion of companies disclosing the extent of that disclosure is small and the quantity 

is low.  

b. There is some variety in disclosure over time between countries and between industries.  

c. There is a very definite size effects in those larger companies are more likely to disclose than 

smaller companies.  

d. Very little disclosure would qualify as information under any normal criteria and very little 

of it indeed will contain numbers, financial or otherwise.  

It was also revealed that most of the companies disclose the environment information in 

descriptive manner rather than to financial type i.e., no account is made for the degradation of 

natural capital when calculating corporate profits.  
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PROBLEMS OF GREEN ACCOUNTING: 

1. It does not include comprehensive natural resource accounting because regional natural 

resource accounts are not reflected in the main accounts of company. 

2. It focuses on the use of natural resource for economic activities and ignores the flows and 

transformations within the natural resources. 

3. Another problem arises when environmental data are directly connected with data of existing 

national accounts for the preparation of accounts. They require assigning of environmental 

pollution loads to the appropriate economic activities. However, the costs of preventing 

pollution can only be determined if the causes of pollution are identifiable. But the causes of 

many types of environmental pollution are not clear. If there are several pollution factors which 

cause environmental damage, the assignment of this damage will be highly arbitrary. 

5. Another problem arises when some of the consequences of environmental pollution become 

visible after a long time. Estimating only the immediate consequences will lead to wrong policy 

decisions. 

6. For different aspects of environmental problems, different valuation problems are used such 

as prevention and restoration costs and contingent evaluations. There are mainly theoretical 

and arbitrary constructions. 

 

SUGGESTIONS  

In the possibility of measuring the green accounting to the corporate, the following suggestions 

are made  ; 

(1) Care and attention should be given to the measurement of social responsibility and 

accountability of the various elements to remove the shortage and lack of completeness; 

(2) The allocation of the budget to preserve and protect the environment.  
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(3) The development of accounting methods in order to provide environmental information to 

make sound decisions to exploit these resources; 

(4) The work of the mechanism of accounting for environmental costs and the evolution of 

modern environmental accounting theoretical or application of it not use till now. 

CONCLUSION 

 

The natural resources does not belong to one person or a generation and should be perennial 

source. The natural resources should be protected, sustained so that the coming generations 

will also be in a position to effectively utilise the resources in the corporate area . In this 

regard Green Accounting is also one of the major steps towards protecting the natural 

resources. The protection of the natural resources start from the thoughts and the habits which 

has to be inculcated in each person and schools, colleges are the best places where the seeds 

of Green Accounting and the protection of natural resources can be sowed in the young 

minds. The companies should also mandatorily incorporate as a culture, norms which 

nurtures and structures the minds of the employees.  It would also be appreciated if necessary 

protective legislations are passed by the government to protect the nature which will affect 

the society at large.  

          Environmental accounting is in preliminary stage and whatever shows in the accounts 

in this regard is more or less compliance of relevant rules and regulation in the Act. Actually, 

unless common people are not made aware towards environmental safety, development of 

accounting in this regard is a little bit doubtful. It is the call of the time that corporates 

prepare a firm environmental policy, take steps for pollution control, comply with the related 

rules and regulations, and mention adequate details of environmental aspects in the annual 

statements.  
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For sustainable development of country, a well-defined environmental policy as well as 

proper follow up and proper accounting procedure is a must. Concern for the construction of 

the environment, and also entrepreneurs are wished to set up new plants and factories should 

keep green accounting in their prospects.  
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