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STUDIES ON THE THEORY AND PRACTICE OF
ENTERPRISES GREEN ACCOUNTING

ABSTRACT

Green accounting is a managerial activity. By using traditional accounting theory
and green managerial fundamentals, green accounting independently audits, reflects,
manoeuvres all types of green economic activities and manages these activities.

Because of the increasing environmental pollution, enterprises will face the green
economic tide and green management activity. The goal of the research on green ac-
counting is to establish the basic theoretical system. The structure of this theoretical
system including green accounting confirmation, measurement, recording and informa-
tion disclosure is based on the relationship of green accounting and current accounting
theory. This struture also provides research reference for developing proper green ac-
counting standard. While the environmental protection becomes more and more impor-
tant and green competition continues aggrevating, the research on green accounting
and discussion on the theory’s application has a significant meaning.

Theoretically, the previous research views green accounting as an independent
subject, a new raised accounting system after the critique of current accounting. How-
ever, it does not realize that current accounting has also been continuously developing.
The range and depth of the content of current accounting has changed with the chang-
ing of external politics and economy. On one hand, current accounting generates some
new accounting branches or new specific objects. On the other hand, former account-
ing’s content has changed as well. There is a growing importance of environmental
problems; more and more activities of enterprises concern environmental problems; the
corresponding investment expenditure of enterprises increase. Allthese trigger green
accounting to innovate, expand and enrich itself in the respect of current accounting.

Practically, green accounting can guide enterprises to reduce environmental pol-
lution destruction and increase environmental protection. It is also an important tech-
nical means for enterprise to improve the “environmental quality” of products and ob-

tain “advantage in green competition.” The theory and methods of green accounting,
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which emphasizes on practicability, are developed on the basis of comparing, analyz-
ing, and summarizing the deficiency of current accounting. They suggest optimizing
and expanding the environmental practices and making great efforts to produce the
best products to consumer. Green accounting also provides a new management idea for
managers and accountants. It has changed the prior view which believes a contrary ex-
isting between environmental protection and competitive improvement.

The paper, viewing from the enterprises management, has precisely constructed
and specified the starting research for business accounting and management of green
accounting by means of a systematical analysis and experiments and proposes a
relatively comprehensive green accounting system applicable to enterprises after
conducting a research into its beginning, development, and the effect of its application
in enterprise.

First of all, the paper studies the environmental factors for the existence and
development of green accounting and has discovered the basis on which green
accounting nourishes, social development maintains its stability, and domestic and
overseas laws and rules related to environmental protections are founded and pointed
out the limitations of current accounting. It mentions the close relationship between
green accounting and environment management and states research on green
accounting is based on the study of environmental protections. Meanwhile, after a
comprehensive research on the theories and practice of green accounting from domestic
and overseas bodies, it analyses the strengths and weaknesses of our current green
accounting studies and puts forward a break point for future studies.

Second, the paper examines the impact of micro—environmental management on
the activities within the enterprise and finds out its influence on the realization of the
profits of enterprise and the “Green Competitive” brought about by the international
trade and investment environment, on the basis of the study of the four theories which
includes Fundamentals in Current Accounting, Fundamentals in Environmental Eco-
nomics, Fundamentals in Maintaining Stable Development, and Fundamentals in Green
Management. Thus, it outlines the fundamental theories of green accounting in this
country and provides tentative discussions on the definitions of concepts, financial ob-
jectives, objective elements, and main premises within the outline.

Third, studies are conducted on the element arrangement, element confirmation,
element calculation, and element accounting on the basis of main green accounting
theories, environmental practice within the enterprise, and its influence on financial

information. Then the paper discusses the measures taken to cope with the environ-
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mental contamination, environmental damage, and environmental protections, and dis-
closes the impact of laws and rules on enterprise finance and related green accounting
data with regard to some enterprises in the market. Then, it points out the fact that the
initial disclosure of green accounting should begin in the domestic enterprises in the
market and the disclosure should focus on the expenses on green cost and/or pre-
dictable debt of the concerned enterprises after an examination on the disclosure con-
tent, approaches, methods in the domestic enterprises.

Fourth, starting from the break point of enterprise management cost, where the
change of “outside non—economic cost” to “becoming inside” takes placestep by step,
the paper conclude the content of the domestic green cost and its developing tendency,
generalises the characteristics of diverse green cost, and the common green cost
analysis and controlling method home and abroad, particularly analyses green cost
expenses, control, and the corresponding financial influences in the properties of
enterprises, and brings forward concrete measures, and worthy issues concerning
overseas businesses and foreign investment.

Fifth, intensifying on the studies of enterprises green accounting is aimed at pub-
licizing in no delay comprehensive financial information and related non—financial in-
formation in their activities involved in environmental management and controlling the
environmental management activities within the individual enterprise to achieve long—
term economic benefits and environmental coordination. The quality of the information
concerned is of vital importance and this accounts for the demand for specialized green
auditing. The quality of green accounting information and environmental protections
are closely related. Thus, the paper initiates a tentative discussion on the basic con-
cepts and content of green auditing.

Sixth, this paper summaries the frame of Chinese green accounting system based

on the research we have done. It also prospects for the study on theory and practice.

KEY WORDS: Environmental Issues ; Enterprise Green Accounting ;Theories ;

Practice
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