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Abstract

Awareness of environmental limits has led to a ifexdtion of accounting methodologies designed to
measure the impact of human activity on the eaetddogical systems and resources. Such methodslogi
can be collectively described as green accounsind,categorised in three different ways; firstwihose
actions are being accounted for; second, by the period being considered; third, by how environtmen
impacts are measured. Current practice tends tesfon parallel reporting with financial accountistg|
having greater importance. Green accounting remamggly voluntary and unaudited. The key challenge
for green accounting can be summarised as firstetermining the scale of change in human activity
required to prevent environmental degradation aedrporating some reference to these limits wittén
metrics, and second to be effective in prompting mtiecessary behavioral change within the necessary
timescale.

Key Words: Green accounting; alternative indicators; envirental indicators; sustainability reporting;
behavioral change.

01. Introduction

Environmental accounting is supposed to address etises in two ways. First, it makes environmental
crises more visible to decision-makers, by clagsjfythem in a way that makes explicit pre-existing
equivalences or quantifiable relationships with cwowdities and other economic objects. Coding the
statement ‘we must pay more attention to the enwrent’ as ‘we must calculate the value of the
environment’, it provides a ‘guide to analysis anthnguage of debate’ (Porter, 1995, p. 86) thables
decision makers to trade one thing off for anotimere confidently by providing ‘a clearer sense lué t
stakes’ (Sunstein, 2005, p. 129). Second, enviromah@ccounting helps transform environmental dsjec
into commercial ‘goods and services’ whose value loa ‘discovered’ in market themselves. Trade fitsel
becomes comparative valuation and environmentadisbn.

Like most received opinion, the view expressed bgAre has attracted its share of standard criigGme

of the most important is articulated in the epigrdpom O’Neill. This is that the problem has been
mistaken for the solution. Environmental crises aoeted not in inadequate costing, insufficient
commoditization or incomplete accounting, ‘but lire tvery spread of market mechanisms and norms’ into
putative non-market spheres of society or naturdléd, 2007, p. 21). Environmental accounting, s
view, does not reveal what has previously been amlglicit, but rather misrepresents, and thereby
endangers, a “free” unpriced world of knowleddiee body and so on’ (O’'Neill, 1997, p. 550). ‘Piiten

of our environment is best

99



European Journal of Business and Management wWww.iiste.org
ISSN 2222-1905 (Paper) ISSN 2222-2839 (Online) 0] |

Vol 4, No.4, 2012 ns'
served, not by bringing the environment into a cgate version of the commercial world, but by its
protection as a sphere outside the world of comtg@dichange and its norms’ (O'Neill, 1997, p. 550).

As often happens, received wisdom and standaiidweitrevolve around a shared metaphor. The metaphor
in this case pictures an ‘economy’ as a territohp®e boundaries can be contracted or expandednoyca
other actions, delimiting or expanding accountingacfices (Dove, 1999, pp.2-3). Alternatively,
environmental objects such as land or climatic italcan be transported across a boundary into the
territory of an economy with the help of new acdinm and other technical and legal practices. Retki
wisdom and standard critique differ only about whappens to these invariant objects when they are
shipped over the border. According to received wisdthey benefit when calculation reveals theirimsic
value or at least a useful ‘proxy’ thereof (Barr@@)1, p. 88), leaving behind at most only a ‘pédlphical’
(Independent, 2007) residuum. According to the dsiesh critique, however, the value of such objests i
intrinsically or constitutively incalculable, meagithat their survival itself can be threatened mtiney are
treated otherwise.

The metaphor of a territorial ‘economy’ influencagreat deal of both scholarly and popular disaurs
inspiring important work on all sides. Its influencan be detected in commonplace expressions angin
from ‘in a world ruled by markets, a market solatiomust be made to work for the environment’
(Evangelista, 2007) to ‘our preaching’s and sermwitisbe for naught if we don’t inscribe them orbtats
that markets can understand’ (Barnes, 2001, pt@&he market economy is not a neutral medium for
conservation but rather a corrosive acid bath widigsolves many conservation practices it comes int
contact with’ (Lohmann, 1991,p. 100). However, |l metaphors, it opens one path of inquiry onyy b
obscuring others.

Critical sociologists and anthropologists of masksuch as Callon (1998a, 1998b, 1999, 2005) and
Mitchell (2002) have recently proposed a fresh mieta, that of ‘framing’, which, they suggest, hetjgen
new paths of inquiry. Market exchange becomes plesghey argue, only through a laborious and amgoi
process of construction of spaces for calculatimh teansaction, of accounting systems that deternath
who is accountable and how and what to count amdoncount, and of simplified, uncontroversial ows)e
products and modes of ownership. ‘Agents and gdndslved in calculations’, Callonsays, ‘must be
disentangled and framed if calculations are to kefopmed and completed’ (Callon, 1999, p.186).
Nineteenth-century Chicago grain futures, for exi@npould emerge only when it became physically and
socially possible to standardize grain and comnraeuts present and future incarnations, transppit

in railroad cars and storing it in steam-poweredirgrelevators instead of the sacks that had prsljou
entangled each bit of grain with its grower urttiteached its final buyer (Cronon, 1991, pp. 97+biéd

in MacKenzie, 2009, 440-455; Espeland & Steven89819. 318). Similarly, the automobile market is
possible only because buyers and sellers alike itdlee granted that it is the car company that eviime
product. Any possible claims of partial ownershypamrkers or communities near sources of raw maleri
are elided, along with other potential nuisancehsas medieval notions of ‘fair price’. In additiomany
costs associated with the automobile sector —ioektads of pollution, problems associated withnfisr of
social organization dependent on personal mobditg so on — are put off on the community as a ahol
The metaphor of framing is clearly indebted to itieght of Polanyi (2002 [1944], p. 146) that ‘[¢moad

to the free market was opened and kept open byharmmus increase in continuous, centrally-organized
and controlled interventionism’. But instead oftpiing a ‘self-regulating’ market being ‘disembedter
liberated from a larger social ground that previpgsntained and constrained it (Polanyi, 2002 4419 p.
144), the metaphor pictures economies as ‘embedidegiconomics’, their every aspect — property,
merchandise, actors, contract, product quality t-amby described, defined and measured but coteditu
nurtured, ‘performed’ and transformed by a multéudf practices of calculation and governmentality
originating both in academia and ‘in the wild’ angoeconomic agents at large (Callon, 2005, p. Rp&Et
knowledge’, in the words of Mitchell, ‘works to fmat social relations, never simply to report ortyrie
them’ (Mitchell, 2002, p. 118). One instance ofls@xpert knowledge is accounting procedures, wtash,
Peter Miller argues, are ‘intrinsic to and consiter of social relations, rather than secondary and
derivative’ (Miller, 2001, p. 392).

Double-entry bookkeeping, for example, ‘was deviedccount for business transactions, but

once established, it altered these transactiorchagging the way businessmen interpreted and uoders
them’ (Carruthers & Espeland, 1991, p. 36). Itueficed the premises of decision making rather jiletn
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being a tool for implementing them. Similarly, ip@lication of economic theory often ‘makes economic
processes more like their depiction by economidsidKenzie, 2009, pp. 440-455), so Homo economicus
traits can often be fostered in human beings mettelgugh the commensuration involved in simple
accounting innovations. Fining parents for showup late to pick up their children from school, for
instance, can paradoxically incentivize parentdindeency by replacing a moral stigma with a finiahc
penalty (Gneezy & Rustichini, 2000). By the samikety making good behaviour a matter for financial
reward (as when people are paid for giving bloaah) discourage it (Titmuss, 1996 [1972]). Net présen
value calculations and cost—benefit analysis hasiendar potential to mould the behaviours thatnically,
they posit as invariant, in ways that increased@arease) their ‘fit’ with theory (Anderson, 19%adin,
1996; cf. Nussbaum, 2001, p. 195). As Plato undedstcommensuration is often a social change and an
achievement, rather than a report on the statuggussbaum, 1986). ‘We see the world remade, ret th
world we live in’, Nussbaum remarks (Nussbaum, 1997.200).

By the same token, just as census work helps ccatégories such as ‘the Hispanic vote’ (Anderd®99,

p. 43; Petersen, 1987, pp. 223-229) or ‘the uneyspidhat become effective collective political agies
subject to their own discipline (Espeland & Stevet®98, p. 331), so too, accounting helps prodgents
and other entities. Thus the Kyoto Protocol’'s carlmonitoring system, which categorizes emissions
sources according to physical location on natideaitories, helps ensure that nation—states a@dd as
the agents of global warming despite the fact tteatsnational entities such as multinational caxpons,
international financial institutions or social ctas are, on some views, equally plausible candidate
Similarly, while the category of ‘water quality’ assed in accounting for the costs and benefits of
hydroelectric dams comes into being through thieeradd hoc aggregation of attributes such as teatyrer,
amount of dissolved solids, turbidity and pH (Espel & Stevens, 1998, p. 317), it ultimately becomes
entity as ‘real’ in policy deliberations as any ethAs will be argued below, such globally-recoguiz
objects as ‘certified emissions reductions’ likeaviexist only by virtue of a chain of disentangling,
commensurating, simplifying and boundary-drawing Icalating practices. Framing, unlike
boundary-crossing, is a neverending process. Eztobf framing, because it ‘mobilizes or concerngots

or beings endowed with an irreducible autonomy’'li@ea 1998a, p. 39), is also a source of what @allo
(1998a, p. 39) terms ‘overflowing’. There are ‘ajwarelations which defy framing’. The ‘constraints,
understandings and powers that frame the econarhic @and thus make the economy possible, atahmees
time render it incomplete’ (Mitchell, 2002, p. 191)J]t is one and the same movement which causes
calculative agencies to proliferate, while reinicry them into spaces of noncalculability’ (Calld®98a,

p. 39). Only by the creation of overflows and newamglements is framing even possible. Every attémp
bring something ‘inside’ creates new ‘outsides’.rkéd agents and goods are always ‘boundary objects’
(Star & Griesemer, 1989) which, while partly resyedized for a market, at the same time maintain and
continue to develop characteristics relating teeptontexts, as an actor plays a role without beepming

it. Individuals framed as the mute, maximizing blesdof preferences of economic theory, for instaace
constantly — fortunately for the market — reasagrthemselves as persuasive negotiators with vainds
relationships (McCloskey, 1998, pp. 95-97). Sinylanoney, framed as a unitary solvent of socies tis,

in the hands of its users, constantly fragmentéal diiscrete, incommensurate categories — a prabess
turns out to be essential for accounting itselfli@ea 1998a; Zelizer, 1997). Indeed, framing indiiins
themselves cannot be separated from what they frgitheany guarantee of stability. Frames for market
negotiation are themselves negotiable. On closmiedion, the purported border of a market is ‘adine

on a map, but a horizon that at every point opgneto other territories’ (Mitchell, 2002, p. 2928paces

of calculation and noncalculation cannot be waltdfdin rigid, mutually-exclusive spheres (cf. Walze
1983). It follows that every attempt to identify carfframe overflows themselves, or to internalize
externalities, creates further overflows or extéties. What economic theory refers to as the aatggf
externalities is not incidental and residual, bertitcal and enduring. Full cost accounting is anreeeding
mirage. Just as the successful corporation, invbrels of investment banker Robert Monks, must atvay
play the role of an ‘externalising machine’ (quotedakan, 2004, p. 70), so markets themselves ldvba
impossible if people were made to account for eveogt’ (Mitchell, 2002, p. 290). Every market
transaction must exclude ‘features of the world theors do not have to take into account’, indlyec
revealing ‘all the work that has to be done, a# thvestments that have to be made in order to make
relations calculable in a network’ (Callon, 1999188).1 In a sense, projects such as Al Gorelsicholas
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Stern’s can never be completed.

In extreme cases, or what Callon calls ‘hot’ situa, even negotiations aimed merely at identifying
overflows are incomplete or unachievable, interests unstable, and the identity of actors is umglea
making continued framing exercises impossible enmture. Although ‘externalities are at the ceofre
public debates’, conditions are not ‘cool’ to cawoyt the spadework needed to establish commercial
relations. In ‘cooler’ situations, processes thitoudnich products, their owners, and the rules tfudation

are framed are often not only carried out, but lmarblack-boxed’ as well. In certain commodity meti

for instance, it becomes possible to refer to te#iciency’ of economies of scale while eliding the
‘inefficient’ violence or legal action that creatélde possibility of scale (e.g., large reservedaoid or
labour) and the requisite large demand in the filate (Lohmann, 1995), even Whiggishly assumiraj th
such markets came about because they were ‘effiagdnovo. Practical successes in framing living,
breathing approximations of Homo economicus helfema plausible to ‘naturalize’ the species’ traits
reading them back into human nature. Similarlycfical successes in framing land, forests or wigt fis
‘manageable natural resources’ help make it passilregard trade in ‘ecosystem goods and serviases’
uncontroversial, even inevitable (Holm, 2007). Névweless, even when the stage-setting for acts of
calculation and exchange is fairly successful, tack-box’ in which the inevitable entanglemenisvia
been stuffed and concealed has a permanent pdtemtlzecome a ‘jack in the box’, complicating or
disrupting hitherto smooth exchanges. Rural villagend other non-professionals often contest frgmin
processes in which they have not been enlistethef damage their perceived interests, dismissing
environmental accountancy out of hand or even migitiechnical experts from their localities by farce
Academics with an outsider’s perspective and aingliess to ‘regard our own world as a problem, a
proper site for ethnographic inquiry’ (Comaroff 8o@aroff, 1991, p. 6) meanwhile often busy themselve
with excavating and opening the black-boxes. Thsigeland and Stevens (1998, p. 327) emphasize the
‘largely invisible’ yet ‘vast resources, disciplirend organization’ that go into commensuration, levhi
Mitchell (2002, p. 299) taxonomizes the diverse andnticipated results of the ‘violence and thetgt

go into framing ‘Egypt’s economy’ — including mdity intervention and the theory of economics itself
Even scholars such as Desrosieres (1996, pp. 335880 are more prone to emphasize the sociakvalu
of keeping the ‘black-boxes’ closed and the co§pening them, acknowledge, in effect that theeditic

of framing and overflowing is continuous.

As Espeland and Stevens (1998, p. 317) emphaspmemensuration can be understood as a system for
‘absorbing uncertainties’. But where accountingcpices required for a new market

encounter complexities, uncertainties, nonlinezgitand indeterminacies that they cannot immediately
accommodate, they also often actively rework tlodjects, whether they involve human or non-human
objects, to try to make them more ‘passive’ andtaiale to the agencies of calculation. As Bowket Star
(2005, p. 254) remark of classification procedgeserally, ‘it is not a question of mapping a pxéstng
territory but of making the map and the territooneerge’. Commensuration in particular, as Espekard
Stevens note, ‘has the power to transform whateidsares’ (Espeland & Stevens, 1998, p. 334). lantec
years, Scott (1999) has been particularly energetiocumenting the mechanisms of, and blowbaaks fr
‘state simplifications’ of human and non-human stmwes alike, from managed woodlands to village
layouts. In short, the metaphor of framing chalkEsnghe picture the objects of accounting as stable,
pre-existing and transportable across bordersednisbf focusing on imagined pre-existing or infigns
properties of environmental objects and agenti&cdtises on what produces and sustains the objedts a
agents. Rather than picturing essentialized objexiging across sharply-delineated boundaries betwee
what is internal and external to an economy, taenfing metaphor sees objects constantly being madle a
remade, and boundaries as fluid or poorly-defirigatrespondingly, it sees ‘failure’ of quantificatias a
matter of the social problems connected with aéhge\commensuration rather than flowing from the
intrinsic properties of objects (Radin, 1996). Thiasts doubt on the common notion that there is a
monolithic entity called ‘the market economy’ orafiitalism’ that might someday expand to annex
everything that is outside it, or whose hegemongoiscomplete that any environmental solution mest b
cast in its mold. As Callon stresses, ‘speechegtimistic as well as pessimistic — on “the inexuea
growth of the marketplace” have no foundation ictfa .the market must be constantly reformed auild b
up from scratch: it never ceases to emerge anthezge in the course of long and stormy negotiations
which the social sciences have no choice but ttgyeate’ (Callon, 1999, p. 266). But it also cadtaubt
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on the idea that there are things that are by thaiure resistant to such imaginary monoliths, hat t
criticism of one or another type of incipient markeesupposes essentialism about markets. Accotding
the new metaphor, it may not be fruitful to analyzevironmental protection as a matter of either
integration into, or isolation from, market econemii Rather, it suggests that closer attention I tpa
specific contexts and nets of practices.

02. Objectives of the study:

Interest is growing in modifying national incomecaanting systems to promote understanding of tilesli
between economy and environment. The field of geemounting has made great strides in the past two
decades, moving from a rather arcane endeavoredested in dozens of countries and well estatdighe

a few. But the idea that nations might integrate ¢éltsonomic role of the environment into their ineom
accounts is neither a quick sell nor a quick precshas been under discuss since the 1960s. tedbgi
difficulties and controversies described in thisctas, however, interest is growing in modifyingtional
income accounting systems to promote understariimtinks between economy and environments.

03. Methodology of the study:

This study is attempted to find out various prokddéim aspects of green accounting and it is mainly i
nature. Both primary and secondary data have bsed i this regard. Keeping the aforesaid objestine
mind efforts were made to collect data from those were very closely related to accounting and<ieci
making in various organization. The secondary de¢me collected from related journals, newspapers,
websites, research reports of concern disciplimesanforth were gone through for having the infaiora

04. Green Accounting

A rising demand by lawmakers and regulators forinesses to address the potential threats posed by
climate change and other environmental issuesesptimary force behind green accounting. The recent
transition of power in Washington is also likely speed the move to new green-oriented laws and
regulations, because the Obama administrationriergly viewed as being friendlier toward governinen
environmental initiatives than the Bush adminiétrat The term "green accounting” hasn't yet bedly fu
defined. Most agree, however, that in order fouaiess to be able to reduce its carbon footptifirst
must be able to measure it. Then, once the sigieeotarbon footprint is known, a business musthe @
report the data to regulators, taxation officiateybon credit trading organizations and other w@alév
parties.

05. Green M anagement Accounting

According to the EPA, green or environmental managg accounting is “the identification, prioritizat,
guantification or qualification, and incorporatiaf environmental costs into business decisions 8e@r
Management Accounting uses “data about environrhentds and performance for business decisions. It
collects cost, production, inventory, and waste ensl performance for business decisions. It ctleost,
production, inventory, and waste cost and perfolgeatata in the accounting system to plan, evalaaie,
control.”

Environmental management accounting thus representembined approach which provides for the
transition of data from financial accounting andstcaccounting to increase material efficiency, cedu
environmental impact and risk, and reduce coseneironmental protection.

06. Green or Environmental Accountants

Green accountants are held responsible to ideatify track green costs often times working with, site
research and development, and production manadgesa wlanning their budgets. In the past, such costs
were buried in overhead preventing a clear pictiirdne cost savings and benefits to the producicgss,
system or facility responsible for the green ititi@s.

Green accountants help management recognize thatathbenefits, rebates and lower costs of being
environmentally friendly add up to a real bottomeli reward for doing the right thing. "Public
environmental, social and sustainability reportimghe main route through which corporate accoldilitygb
and integrity can be demonstrated," claims the borAdased Association of Chartered Certified
Accountants in its report, "Environmental, Social &Sustainability Reporting on the World Wide Web."

07. Federal Environmental Acts and Environmental Audits

Environmental costs and liabilities are primarilyvén by increasing federal regulation and enforeen
Federal environmental acts establish requirememnteemediation, abatement, and prevention of hazerd
waste sites. The three major acts are: The Compsele Environmental Response, Compensation, and
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Liability Act of 1980 (CERCLA). Better known as Senfund, this act requires Potentially Responsible
Parties (PRPs) to incur costs for remediation. ERA identifies PRPs as firms with operations inuady
hazardous waste and site contamination.

The Resource Conservation and Recovery Act of Y&ERA) is concerned with preventing events that
could lead to contamination and result in the nieeduture site cleanups. It establishes respolitsilior

the monitoring, transportation, treatment, storagel disposal of hazardous wastes.

The Clean Air Act Amendments of 1990 (CAAA) attenipreduce pollution by requiring public utilitiés
restrict the amount of sulfur dioxide and nitrogexides that their generating units may emit.

Violation of these statutes can result insignificimes, remediation costs, or even imprisonmeht EPA,
through the Department of Justice, charges 05 tentfineers and business people per week with cmin
violations of environmental regulations. Liabilifiyr environmental wrongdoing is strict, joint anelveral,
and retroactive. Furthermore, lack of knowledge nat a defense and negligence may result in
imprisonment. thus, companies need to be partigutareful when dealing with environmental laws.

As with legal liabilities, accountants must rely dre work and opinions of experts in other fields t
determine the impact of environmental issues. Fimay undergo an environmental audit to determiee th
legislation applicable to the firm, to assess tbegliance of the firm with the legislation, andassist in
estimating environmental liabilities.

A team of internal and external experts, includemyironmental engineers and legal counsel, perfohms
audit. The team reports findings to company manageray issuing a formal environmental audit report.
Where appropriate, this report includes recommeadsit for attaining regulatory compliance and
improving environmental cost efficiency.

08. Analysis:

08.01. Why Change?

Governments around the world develop economic dgséems known as national income accounts to
calculate macroeconomic indicators such as grossestic product. Building a nation’s economic use of
the environment into such accounts is a responseveral perceived flaws in the System of National
Accounts (SNA), as defined by the United Nationd ased internationally. One flaw in the SNA often
cited is that the cost of environmental protectiamnot be identified. Consequently, money spet,tsa
put pollution control devices on smokestacks insesaGDP, even though the expenditure is not
economically productive, some argue. These critads for differentiating “defensive” expenditurein
others within the accounts.

Also misleading is the fact that some environmegtalds are not marketed though they provide ecanomi
value. Fuelwood gathered in forests, meat and datihered for consumption, and medicinal plants are
examples. So are drinking and irrigation water, séh@ale prices reflect the cost of distribution and
treatment infrastructure, but not the water its@hile some countries do include such goods inrthei
national income accounts, no standard practicest &4 doing so. When nonmarketed goods are indude
in the accounts, they still cannot be distinguistieth those that are marketed.

Valuing environmental services such as the waterspetection that forests afford and the crop
fertilization that insects provide is difficult. ®high some experts call for their inclusion in eamimentally
adjusted accounts, typically neither the econonaitiey nor the degradation of these services is deciu
On the other hand, however, the alternate goodssamndces needed to replace them—water treatment
plants, for example—do contribute to GDP, which bamrather misleading.

Still another problem is that national income actsureat the depreciation of manufactured capitel
natural capital differently. Physical capital—a Iding or a machine, for instance—is depreciated in
accordance with conventional business accountiimgiptes, while all consumption of natural capiisl
accounted for as income. Thus the accounts of atgpthat harvests its forests unsustainably withs
high income for a few years, but will not refletietdestruction of the productive forest asset. gvhil
opinions vary on how to depreciate natural capitedy converge on the need to do so.

08.02. Which IndicatorsAre Useful ?

Some proponents advocate simple “flag” indicatarsatert policymakers to the broad role of the
environment in the economy, for example, compadongventional GDP with environmentally adjusted
GDP, or conventional savings with so-called “gemliisavings that account for environmental factors.
Both of these indicators can provide valuable wagsiof the impacts of environmental degradatioraion
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economy.

However, such flags are less useful in determiriegy source of environmental harm or identifying a
policy response. For this reason, many economiateprimary importance not on the bottom line, drut
the underlying data used to build environmentabaots. These data can help answer such questions as
how natural catastrophes like the fires that ragdddonesia in the summer of 1998 may affect eotino
growth, or how environmental protection policiestsas green taxes may affect the economy.
08.03. Who Is Doing This?

Environmental accounting is underway in severaletiozountries, where bureaucrats, statisticians, and
other proponents both foreign and domestic haviafed activities over the past few decades. Sévera
countries have made continuous investments in ingildoutine data systems, which are integrated into
existing statistical systems and economic planrantyvities. Others have made more limited effods t
calculate a few indicators, or analyze a singleémse&ome of the earliest research on environmental
accounting was done at RFF by Henry Peskin, workimthe design of accounts for the United States.

One of the first countries to build environmentakeunts is Norway, which began collecting data on
energy sources, fisheries, forests, and minerathénl1970s to address resource scarcity. Over tiinee,
Norwegians have expanded their accounts to inctlade on air pollutant emissions. Their accountsl fee
into a model of the national economy, which poliekmrs use to assess the energy implications ahatee
growth strategies. Inclusion of these data alsowalthem to anticipate the impacts of differentvgio
patterns on compliance with international

conventions on pollutant emissions.

More recently, a number of resource-dependent ci@srhave become interested in measuring depreciati
of their natural assets and adjusting their GDRdremmentally. One impetus for their interest whe t
1989 study “Wasting Assets: Natural ResourcesérNhtional Income Accounts,” in which Robert Repett
and his colleagues at the World Resources Instidstémated the depreciation of Indonesia’s forests,
petroleum reserves, and soil assets. Once adjtustadcount for that depreciation, Indonesia’'s GDE a
growth rates both sank significantly below convendl figures. While “Wasting Assets” called many to
action, it also operated as a brake, leading maopanists and statisticians to warn against a facus
green GDP, because it tells decision makers nothiogit the causes or solutions for environmental
problems.

Since that time, several developing countries havade long-term commitments to broad-based
environmental accounting. Namibia began work oouese accounts in 1994, addressing such questons a
whether the government has been able to captute fevm the minerals and fisheries sectors, how to
allocate scarce water supplies, and how rangeleegtadation affects the value of livestock. The
Philippines began work on environmental accountsl%0. The approach used there is to build all
economic inputs and outputs into the accounts,udiocy nonmarketed goods and services of the
environment. Thus Filipinos estimate monetary value

for such items as gathered fuel wood and the wdisposal services provided by air, water, and l&nely
then add in direct consumption of such servicaza®ation and aesthetic appreciation of the navoed.
While their methodology is controversial, thesecartts have rovided Philippine government agenaies a
researchers with a rich array of data for policymgland analysis.

The United States has not been a leader in theamental accounting arena. At the start of the

Clinton administration, the Bureau of Economic A& (BEA) made a foray into environmental
accounting in the minerals sector, but this preiany attempt became embroiled in political contreye
and faced opposition from the minerals industryn@ess then asked the National Research CounciCjNR
to form a blue ribbon panel to consider what théonashould do in the way of environmental accoumti
Since then, Congressional appropriations to BEAehlgen accompanied by an explicit prohibition on
environmental accounting work. The ban may bedifteowever, once the recommendations of the NRC
study are made public.

08.04. Who will be affected?

Energy-reliant manufacturers and power-generattilgies will feel the most pressure to embraceegre
accounting, but companies in nearly all businestose can expect to embrace green accounting a& som
level within the next few years. Retailers, for mde, may need green accounting software to cakula

105



European Journal of Business and Management wWww.iiste.org
ISSN 2222-1905 (Paper) ISSN 2222-2839 (Online) 0] |

Vol 4, No.4, 2012 ns'
carbon ratings for each product on their sheligspbssible that a wide number of businesses reeg o
use carbon accounting programs to calculate taxesdoon the amount of energy consumed.

08.05. What technologies are involved?

Green accounting encompasses several differenhatady areas. Look for both accounting and ERP
(enterprise resource planning) software vendorbetgin adding more green-oriented features intor thei
products. Among the programs currently availabteheaded to market, are carbon unit measurement and
management tools, as well as programs designedaiolee companies to trade carbon credits. Yet anothe
type of green accounting software aims to helprimssies cut through the "green tape" created byatgdim
change regulations.

08.06. How to Account?

How environmental accounting is being done vaniea number of respects, notably the magnitude ef th
investment required, the objectivity of the data fbility to compare different kinds of environran
impacts, and the kinds of policy purposes to whiludy may be applied. Here are some of the methods
currently in use.

08.06.01. Natural Resource Accounts: These include data on stocks of natural resouncéschanges in
them caused by either natural processes or humanSugh accounts typically cover agricultural land,
fisheries, forests, minerals and petroleum, anaékvett some countries, the accounts also includeataoy
data on the value of such resources. But attemptalaation raise significant technical difficullielt is
fairly easy to track the value of resouft@vs when the goods are sold in markets, as in the afasmber
and fish. Valuingchanges in the stocks, however, is more difficult because they couldheeresult either of

a physical change in the resource or of a fluobmaith market price.

For environmental goods and services that areaidf & is that much harder to establish the vatitleer of

the flow or of a change in stock. However, evensitgl data can be linked to the economy for policy
purposes. For example, changes in income can soewtie traced to changes in the resource base or to
the impact of environmental catastrophes on the@uog.

08.06.02. Emissions accounting: Developed by the Dutch, the National Accounting fikatncluding
Environmental Accounts (NAMEA) structures the aagusuin a matrix, which identifies pollutant
emissions by economic sector. Eurostat, the statisirm of the European Union, is helping EU merabe
apply this approach as part of its environmentaoanting program. The physical data in the NAMEA
system are used to assess the impact of differemttly strategies

on environmental quality. Data can also be sepditayaype of pollutant emission to understand thpact

on domestic, transborder, or global environmeriteniissions are valued in monetary terms, theseegal
can be used to determine the economic cost of Engpienvironmental degradation in the first place, a
well as to compare costs and benefits of envirotahgmotection.

08.06.03. Disaggregation of conventional national accounts. Sometimes data in the conventional
accounts are taken apart to identify expenditupEifically related to the environment, such ass¢ho
incurred to prevent or mitigate harm, to buy anskalt protection equipment, or to pay for charged a
subsidies. Over time, revelation of these data makeossible to observe links between changes in
environmental policy and costs of environmentaltgection, as well as to track the evolution of the
environmental protection industry.

While these data are of obvious interest, some Ipeaue that looking at them in isolation can be
misleading. For example, while end-of-pipe pollaticontrol equipment is easily observed, new faetori
and vehicles increasingly are lowering their palhitemissions through product redesign or prodessge
rather than relying on special equipment. In suades, no pollution control expenditures would sligwn

the accounts, yet environmental performance mighiditer than in a case where expenditures do spow
08.06.04. Value of non marketed environmental goods and services. Considerable controversy exists
over whether to include the imputed value of nonrkeied environmental goods and services in
environmental accounts, such as the benefits afnmolluted lake or a scenic vista. On the one hérel,
value of these items is crucial if the accounts tarde used to assess tradeoffs between economic an
environmental goals. Otherwise, the accounts cdnuerreflecting the costs of protecting the envinemt
without in any way reflecting the benefits. On titbker hand, some

people feel that valuation is a modeling activitgtt goes beyond conventional accounting and shoatid
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be directly linked to the SNA. The concern undenyitheir view is that it is difficult to standareiz
valuation methods, so the resulting accounts mayaaomparable across countries or economic sector
within a country.

08.06.05. Green GDP: Developing a gross domestic product that inclulesenvironment is also a matter
of controversy. Most people actively involved inlding environmental accounts minimize its impoxan
Because environmental accounting methods are moidatdized, a green GDP can have a different
meaning in each project that calculates it, soeskre not comparable across countries. Moreovele &
green GDP can draw attention to policy problems, itot useful

for figuring out how to resolve them. Neverthelessst accounting projects that include monetaryesl
do calculate this indicator. Great interest irnxists despite its limitations.

08.07. Toward Consensus on M ethod

Environmental accounting would receive a substhhtast if an international consensus could behedc
on methodology. The UN Statistics Department hawdinated some of the ongoing efforts toward this
end since the 1980s. In 1993, the UN publishedSygem for Integrated Economic and Environmental
Accounting (SEEA) as an annex to the 1993 revisiohshe SNA. SEEA is structured as a series of
methodological options, which include most of tliféedent

accounting activities described above; users chthmseptions most appropriate to their needs.

No consensus exists on the various methods thdt/theecommended. In fact, SEEA is how undergoing
revision by the so-called “London Group,” comprispdmarily of national income accountants and
statisticians from OECD countries. The group’s wevitl be an important step toward consensus on
accounting methods, but the process will be lengbBgvelopment of the conventional SNA took some
forty years.

08.08. Toward Widespread Use

A number of steps can be taken now toward the gbahsuring that environmental accounting is ad wel
established as the SNA. First, information mustutate freely about existing environmental accowams
how they are contributing to economic and environtalepolicy. Ongoing work needs to be identifiedl an
systematically reviewed and analyzed to learn kesswhich may inform the design and implementatibn
future accounting activities. The Green

Accounting Initiative of the World Conservation dni has embarked on this effort, and a number adroth
organizations are calling for similar activitiesséJ of the World Wide Web may facilitate access to
unpublished work, although it will require a corteer effort to obtain accounting reports and seek
permission to load them on the Internet.

Second, development of a core of internationalangardized methods will contribute to willingness t
adopt environmental accounting. Experts in thelfieincluding economists, environmentalists, academic
and others outside of the national statisticaeffi—should take a proactive role in tracking thekvad the
London Group and insist that the standard- seftingess involve participants representing a spectf
viewpoints, countries, and interested stakehold&nsopportunity exists for research institutes a&et a
lead in identifying the financial resources neettedacilitate a broader standard setting procesd, ta
elicit a full range of voices to build a consensnsmethodology.

Finally, and perhaps most importantly, the morentoes institutionalize construction of environment
accounts, the greater the momentum for more o$ainee.

Still, building accounts—Ilike developing any timerigs statistics—will not happen overnight. Their
construction will require sustained institutionaddafinancial commitment to ensure that the invesiime
lasts long enough to yield results. But the expers of Norway, Namibia, and the Philippines shbat t
such a commitment can pay off; it is a commitméat tore countries around the world need to make.
08.09. How much will green accounting cost by business?

The financial impact will vary depending on compansize and line of business. For small firms veith
relatively modest CO2 impact, the costs could beimmél. In fact, many finance and accounting sofavar
vendors may simply incorporate green accountintufea into upgraded versions of existing produots.
the other hand, companies that are heavy usenodugers of energy, or that must manage large ataoun
of CO2 emissions, will likely have to spend sigeefit sums on specialized software and collection
instrumentation that will track, organize and reépast amounts of carbon data, perhaps at a nuofber
different sites.
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08.10. M anagerial Accounting and Auditing Concerns.
The impact of environmental issues on accountirgfgssionals is not limited to financial reporting.
affects managerial accounting, environmental costst be recognized, measured, and included in ptodu
costs and firm decisions. Practitioner journalsaready responding to this need (Kreuze & Newb4;
Brooks, et. al, 1993). In auditing, environmentsduies present substantial challenges. Not only muse
auditors attest to the fairness and appropriatesfeecorded environmental issues, but they mustviere
of possible unrecorded environmental liabilities.
08.11. Recording Environmental Liabilities
Although accounting for environmental exposure & oof the six issues considered tremendously
important to the SEC, no environmental-specific GABas yet been issued. Accountants rely on existing
GAAP (FASB #5, FIN #14) to account for environmérisgues. Consequently, there is an increasing need
for accountants to be familiar with the substantermd potential financial treatment of environménta
liabilities and costs.
Currently, the major financial accounting issueemvironmental accounting is estimating and recardin
environmental liabilities in the financial statentenTreating environmental costs as loss continigens
most common in practice. FASB #5 provides guidaimceefining and determining how to report loss
contingencies, and FIN #14 provides guidance iimading them. FASB #5 defines a loss contingency as
An existing condition, situation or set of circumstes involving uncertainty as to possible gaitoes to
an enterprise that will ultimately be resolved wioexe or more future events occur or fail to occur.
Environmental liabilities often fit this descriptio The possibility of a company's noncompliancehwit
environmental regulations is the "uncertain coodifl The "future event" that resolves his uncertain
condition is the declaration by regulatory agenties the company is or is not liable to pay damsage
harming the environment.
09. Conclusion:
Environmental issues have increased in importamgast decades. That this trend promises to canisu
reflected in the increasing financial attentiomnfér are giving to these issues. Thus, accountaets taebe
aware of environmental issues and to consider thi#irence upon both
internal and external reporting. The evolution lbé tappropriate financial treatment (GAAP) for these
issues will provide challenges to accounting praifasals. This evolution is interesting both for dan
sake and also for the perspective it provides beratmerging GAAP issues.
Greening the national accounts is necessary spetiahe developing countries like Bangladesh bfath
economic and environmental policy formulation. Bladgsh is centered generally on natural resource
based economy and characterized by high populgtiowth and pressure on natural resources. Thus, in
Bangladesh, oversight or the misuse and exhausfidhe country’s natural capital will lead to extemul
valuation of the national income figures. This gigefalse illusion that our economy is growing wiren
fact natural wealth the future wealth is decliniigy having some green indicators like environment
adjusted domestic product (EDP), green GDP, oucigsl can be designed to enhance economic growth
without extensive depletion of natural resources.
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