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 The present work analyses the concept of green accounting, that has as 
an objective the taking into consideration of the facts related to 
environmental protection and rebuilding in order to communicate to the 
users a faithful image. The internal costs are also emphasized because the 
price for preventing or eliminating the lack of balance from the natural 
environment must be a part of the total production cost that generates 
them, and they must not be supported by the state. Presently the 
Romanian accounting system does not request the companies to publish 
information about the natural environment, but this should be imposed 
due to economic, commercial and moral reasons. 
 

Key Words: green accounting, internal cost, cost for environmental 
protection, satellite accounts. 
 
 The man has always intervene in the nature under different forms of 
his activities, he has influenced the quality of the environment  by polluting 
it  and that put in danger the ecological balance of an important piece of 
land in the different areas of the world. 
 While the increase of the dimensions and the environmental 
problems’ intensity on a planetary scale, the signals brought by scientists 
have begun to draw the attention of economical and political factors 
responsible. The ecological crisis from the 70’s must have broken out in 
order for them to realize the aggravating effects of the environmental 
degradation. Several international governmental and non-governmental 
organisms, scientists from different fields have pursued and analysed their 
impact of the economical activities over the natural environment, the 
evolution of its deterioration process and they have elaborated and acted in 
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order to realise some measures to prevent the ecological lack of balance, to 
protect the nature and the people. 
 Under this context a new concept arises – the green accounting – it 
has as a main objective the taking into consideration systematically of the 
facts related to the protection and reconstruction of the environment, by 
respecting the traditional role of the accounting that is to take into 
consideration the fluxes and the risks related to the environment in order to 
be able to communicate to the users a faithful image of the entity. The green 
accounting must take into consideration not only the consequences of the 
entity’s activity over the environment after they have been produced, but 
also the administration of the actions done by society in order to avoid such 
incidents. 
 The green accounting pursues the presentation of the information 
over the environment into financial situations (by introducing some green 
columns into the balance sheet, the profit and loss account), of the 
intermediate balance of the stock accounts, of the annual reports, 
information that must be nominated and standardized. If it is dedicated to 
the internal administration of the entity then the application of a budgetary 
procedure would permit the prevision and the pursue of the green costs. 
 Any producer for realizing a most efficient production wants to 
minimize the own production cost, this being the main way to increase the 
profit. At a first look we may say that there is an efficient allocation of the 
resources. But the economical processes as they are intensifying and 
multiplying them produce and emit into the environment higher and higher 
quantities of polluting residues with negative external effects that produce 
higher and higher environmental factors of a general interest and by this to 
the entire society. This damage is considered in the economic theory as 
“social costs” but they are not put into evidence in the “local costs” as they 
are not a part of the production expenses of the units producing polluting 
residues. As Aurel Iancu mentions ( Aurel Iancu „ Economical growth and 
the environment” Editura Politică, Bucharest, 1980) it is no longer about the 
efficient allocation of the resources, because there is a contradiction 
between the general interests of the society and the local interest of the 
economic entities to reduce the expenses to the minimum. When we talk 
about the negative effects or the external damage, the economic units are not 
interested into the anti-polluting actions. 
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 In order to eliminate such phenomena the English economist 
A.G.Pigou suggests some taxes for damage caused by pollution, that are to 
be equal to the value of the social damage caused and the taxes becomes an 
element of the cost as any other element of the expenses. Such taxes would 
take to the increase of the products’ prices of that entity, the new prices 
would show the real cost, including the one of damaging the environment or 
the one of the control measures needed for prevention. 
 Others have proposed the setting-up of some taxes over the emission 
of polluting residues; a sum of money representing the expenses needed for 
the works to con-interest the economic entities to reach the level of optimal 
purification of the environmental factors. Such taxes would not have a 
pronounced administrative character anymore, but a character with a 
stimulating economical function. Therefore the taxes are proposed to be 
calculated and cashed on each issued polluting unit. But in practice this has 
some limits: 

- the exact quantities of residues and the polluting effects cannot 
measured exactly; 

- the noxious character of the residues vary a lot from one 
environmental factor to another, from one season to another, from one 
concentration level to another; 

- the polluting residual concentrations vary a lot on the field 
depending on the distance to the issuing source. 
 We consider that the prevention and the elimination of the lacks of 
balance from the natural environment must be objectively a part from the 
total cost of the production that generates them. Not taking into account this 
fact in the name of a false “efficiency” or an immediate “profit” finally 
means not taking into account the objective reality and preparing the 
conditions for more severe disorders into the environment and by this into 
the economy. Including these expenses into the production cost is the most 
profitable way because their omission does not mean it becomes cheaper, 
but a source of its endearment and the way to leave a free way towards the 
lack of interest towards the environmental protection problems. 
 The practice proves that including these expenses into the product’s 
cost that has generated them is more efficient for the battle for the 
environmental protection than their subvention from the state budget. Even 
more we must take into consideration that preventing the degradation of the 
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natural environment costs a lot less than remedying the negative 
consequences of this phenomenon. 
 The expenses weight for the environmental protection into the 
production cost may vary because the degree the different branches and sub-
branches, productions can participate into the environmental degradation is 
different. This can have a different influence over the competitiveness on 
the internal market and especially on the international one. On the internal 
market this can be materialized into the conditions of a market economy, 
into the supply’s change and the substitution, due to the price, of one 
product with another, of some branches and sub-branches with the others, 
because during the competition process, the one that have such prices for 
environmental protection will be eliminated by the ones that do not generate 
such expenses, or they impose them but in small proportions. 
 The external facts or the external effects represent a “situation where 
the production or the consumption decision of an economical agent directly 
affects (positively or negatively) the satisfaction or the profit of the 
economic agents without the market to evolve or pay him for this 
interaction”. An important element of the external facts is the cost of anti-
pollution. This has an important social character, because it represents the 
equivalent of the protection actions the entire society is interested in. Here 
comes the dilemma from, all cost aiming at the environmental protection 
should have been paid by the society as a whole, by state subventions that 
each citizen should contribute. 
 The payment of the expenses for the environmental protection by the 
state supposes the introduction of some taxes for the entire society, but this 
would diminish a lot the preoccupations of the economic units to find viable 
solutions for the pollution diminishing (cleaning stations with a high 
efficiency, non-polluting technologies, etc). Therefore many specialists 
declare themselves for the “internalisation” of the anti-pollution costs, that 
is the economic agents include these expenses into the production costs in 
order to fully retrieve them from the beneficiaries of the goods produced in 
that company. 
 Therefore the expenses have been grouped in order to take anti-
pollution measures: 

a) expenses for cleaning (treating) the pollutions such as: raw 
material, energy, fuel, consumption, liquidation, equipment repairs, 
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retributions, healthy insurance, taxes that  are usually paid by the polluting 
company 

b) control expenses and expertises regarding the pollution degree – 
this group has high values for liquidations because the measurement and 
control equipment is expensive, the personnel retributions, the maintaining 
and repairing expenses that must be paid by the company 

c) transport expenses and residues storage – consists of fuel 
consumption, retribution for the transporters, storage expenses. Usually 
these expenses are paid by the company and for the harmful residues and 
radioactive ones the costs must be paid by the state and the company 
together. 

d) expenses for recycling and valuating the waste and residues. If the 
recycling and the valuating are don in the company the expenses are paid by 
the company, when this activity is done in favour of another company the 
cost must be paid by the company that benefits by the residual materials 
recycled and by the special state units. 

e) research expenses and technological development for the 
environmental protection – must be paid from the production costs when 
they are developed at the company level and by the state when they are 
developed in specialized institutions. 

f) the penalties for over passing the admitted pollution degree – are 
expenses affected by the company from its income due to the infringement 
of the law referring to the environmental protection  and are due to the state 
budget and can be covered only by the production costs. 

g) the expenses for the reconstruction  the damage caused by the 
non-annihilated pollution  - are difficult to measure, because the effects 
appear in time and space. We cannot precisely know the cause that has 
generated them, in order to know whom to blame. Therefore when the 
admitted limits are respected, but nevertheless the pollution damage 
appears, their reconstruction must be paid for by the state. 

 h) the investment expenses for new equipment for environmental 
protection are expenses to be recovered by their inclusion into the 
production cost under the form of paying off. 
 In this context it is put in evidence the tendency that the tasks and 
expenses for environmental protection to be shown more into the polluting 
factories, to be internal, and the state has concrete tasks to control the 
pollution degree, by its budget and specialized institutions, it must further 
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develop the scientific and technological research for fighting against 
pollution and redoing the eventual damage caused by the non-annihilated 
pollution. 
 The National Accounts System presently applied determines the 
total economic result as a measure of the transactions that take place on the 
market, but ignores the external factors of the markets as well as the value 
of some natural resources or the value of the environment’s quality. 
Therefore we must introduce a more comprehensive vision about the 
meaning of “active” and the Integrated System of Economic and Ecologic 
Accounting (ISEEA) should be introduced by satellite accounts ( 
supplementary ) related to the traditional accounts of the national accounts 
system so, into the fluxes and balance sheet accounts and the costs and the 
benefits induced over the economic activity environment, the natural capital 
and the expenses referring to the environmental protection are included. 
 The satellite accounts of the ISEEA must consists of the accounts for 
the environmental protection expenses (AEPE) that have detailed 
information about the  expenses done by the different economic sectors for 
improving the environment’s quality, data regarding the polluting element 
and the environmental assets for the protection of which the funds are 
allocated. 
 The use of AEPE are: 

- measuring the total costs for environmental protection 
- measuring the cost for environmental protection at a sectorial level 
- measuring the unitary expenses for de-pollution  

 The UN’s experts have observed during the 80’s that in the financial 
situations of the big international companies the information with an 
ecological character was not present. The existence of a conceptual frame 
for the environment accounting becomes necessary, and in this context a 
conceptual frame has been elaborated, some evaluation and accounting 
methods for the consequences of the company’s activity over the 
environment that consists of, as in the case of IFRS quality characteristics 
(intelligibility, pertinence, feasibility, comparability )  as well as basic 
conceptual characteristics: 

- congruency – homogeneity between the used financial information 
and the ecological one 
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- precision without ambiguities regarding the indicators retained by 
the company in communicating the information about the environment 
(water, energy, green house effect, ozone layer, waste) 

- engagement accounting 
- independent exercise 

 International Federation of Accounting published in 2005 a guide 
referring to the environmental cost accounting, but it does not have the 
character of a norm or a regulation. It is considered that this cost accounting 
must collect data regarding the raw material consumption, water, energy, 
waste generated by the company, production costs and environmental 
restoration, the gains obtained as a result of the company’s policy to protect 
the natural environment and to diminish the consumption of natural 
resources. 
 Regarding the natural environment the European Parliament’s 
Report proposes the to present with the forth directive a disposition to 
oblige the companies to present social and ecological reports for every 
company willing to be quoted at the Stock Exchange, these reports should 
be audited and in the future they must be published for all companies no 
matter their seize. 
 Presently the companies may choose the indicators they consider 
most pertinent, and this makes difficult the comparison between the 
companies and from one financial exercise to another for the same 
company. 
 OMFP no 1752/ 2005 does not demand the Romanian companies to 
publish information about the natural environment, but their publication is 
imposed from economic, commercial and moral reasons. 
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